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From  the  Apple*  Macintosh  IIx  and  Ilex 
to  the  Apple  LaserWriter*  IIntx  printers: 
so  advanced  is  Macintosh  computer  tech- 
nology that  it  practically  demands  an 
advanced  support  network  to  help  business 
users  make  the  most  of  it. 

That's  where  ComputerLand"  comes  in. 
With  more  than  300  Apple-authorized 
centers,  a  spectrum  of  customized  service 
plans,  and  special  network  training  and 
support  facilities,  ComputerLand  is  in  a 
unique  position  to  help  business.  And  the 
Macintosh  family— with  its  computational 
muscle  and  ability  to  network  and  connect 
with  other  computers— is  ideally  suited  for 
today's  hybrid  workplace.  So  drop  by  or 
call  our  ComputerLand  store.  Together, 
we'll  put  Macintosh  to  work  for  you. 


'  'We  sell  and  install  more 
networks  in  the  U.  S.  than  any 
other  company  -by  a  factor 

ofnearly 
3  tol" 

AlAndrus, 

Senior 

Vice-President. 

Service  and 

Support, 

ComputerLand 


Cofltputcflcincl  JS... 

Business  to  business.  Person  to  person. 

)  1989  ComputerLand  Corporation.  Apple,  the  Apple  logo.  LaserWriter  and  Macintosh  are  registered  trademarks  of  Apple  Computer.  Inc. 
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The  elegant  lu\ui\  car  is  moving  at  44  The  fact  is  that  the  engineers  of  Merced 

feet  per  second  when  it  suddenly  meets  some-  Benz  spend  most  of  their  time  thinking  of  a 

thing  solid.  those  moments  when  a  luxury  car  needs  to  \ 

Now   it  suddenly  stops  being  an  elegant  something  far  more  than  a  luxury  car. 

luxury   car     \nd  becomes  a  structure  ^  : _  Such  thinking  led  them 
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I40,  for  example.  And  currently  leads  them  to 

engineering  efforts  are  finally  judged,  it  leads 

eep  crash-testing  new  cars  in  the  laboratory  at 

the  thinking  luxury-car  buyer  to  think  rather 

le  rate  of  one  every  17  working  hours,  in  search 

highly  of  Mercedes-Benz. 

f  further  refinements. 

For  more  safety  information,  or  the  name  of 

And  out  in  the  real  world,   where  such 

your  nearest  authorized  dealer,  call  1-800-762-3001. 

ENGINEERED  LIKE   NO  OTHER  CAR  IN  THE  WORLD 
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Peter  Newcomb 


Why  Jack  Nicholson  isn't  on  our  cover 

Unlike  a  lot  of  business  publications,  we  take  the  entertain- 
ment business  seriously.  For  good  reason.  This  is  an  era  when  a 
library  of  old  movies  is  worth  more  on  the  market  than  a  steel 
mill  or  an  auto  plant,  when  exports  of  entertainment  have  been 
our  second-biggest  foreign  exchange  earner. 

Peter  Newcomb  has  been  involved  in  Forbes'  annual  report 
on  the  40  top-paid  entertainers  since  the  project  began  in  1987; 
this  year  he  wrote  two  of  the  four  articles  and  supervised  the 
gathering  of  the  numbers.  Newcomb  says  financial  information 
has  gotten  a  bit  easier  to  get  as 
entertainment  figures  accept  being 
as  public  in  their  business  affairs  as 
in  their  love  affairs.  Newcomb: 
"The  first  year  it  was  like  pulling 
teeth  getting  show  biz  people  to 
call  back.  Slowly,  that's  been 
changing.  Artists'  managers  are  co- 
operating, even  their  lawyers  and 
agents  have  been  getting  on  the 
phone.  Not  that  they're  confirming 
the  numbers,  but  at  least  they're 

letting  us  know  exactly  what  their     

clients  are  involved  with.  The  numbers  are  our  estimates, 
confirmed  by  other  sources:  Show  biz  folk  love  to  gossip." 

For  our  cover  illustration,  we  chose  Mick  Jagger  and  Keith 
Richards  of  the  Rolling  Stones,  who  are  rolling  in  money.  They 
were  not  our  first  choice,  however.  Our  first  choice  was  Jack 
Nicholson,  because  of  the  wealth  pouring  in  from  Batman  fever. 
But  Nicholson  wanted  to  turn  the  thing  into  a  Hollywood- 
contract  type  of  negotiation:  He  would  provide  pictures,  ap- 
prove quotes  and  the  text  of  any  article.  Thanks  anyway,  Jack. 

Heard  any  good  stories  lately?  Probably. 

When  you  are  a  biweekly  magazine  like  Forbes,  you  don't  just 
cover  the  news;  tv,  the  newspapers,  even  the  newsweeklies  do 
that.  A  biweekly  must  go  deeper,  looking  for  trends  in  their 
early  stages,  thus  getting  ahead  of  the  news.  How  do  you  get 
ahead  of  the  news?  I'll  let  Ruth  Simon  tell  how  she  developed 
"The  no-p/E  stocks"  for  this  issue: 

"I  was  chatting  with  Debra  Diamond,  who  invests  in  small 
companies  for  the  T.  Rowe  Price  New  Frontier  Fund.  I  profiled 
Diamond  for  the  Forbes  Money  Guide  (June  2b)  and  was  rou- 
tinely checking  on  her  current  favorites.  Diamond  sounded 
wary  about  small  caps  and  the  market  in  general.  She  com- 
plained that  'too  many  of  the  Nasdaq  stocks  with  the  biggest 
percentage  gains  these  days  are  stocks  with  stories  attached.' 

"When  she  said  that,  my  antennae  started  vibrating.  Story 
stocks,  by  definition,  sell  at  prices  out  of  all  proportion  to 
fundamentals,  sell  purely  on  hype.  Further  reporting  confirmed 
that  both  institutions  and  individuals  were  increasingly  being 
drawn  to  story  stocks.  I  knew  that  until  recently  there  hadn't 
been  much  of  this  kind  of  action  since  the  early  1980s.  Deja  vu. 
When  people  no  longer  buy  stocks  for  fundamentals  but  for 
farfetched  prospects,  trouble  for  the  market  is  on  its  way. 

"Thus  one  analyst's  remark  led  me  to  a  trend  in  the  making." 
Simon's  account  of  the  deteriorating  trend  in  small  cap  market 
leadership  begins  on  page  40. 
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Take  away  the  sight-seeing, 
shopping,  carnivals  and 
cultural  performances, 
and  what  do  Germany  and 
Austria  have  left  to  offer? 

The  fact  is  that  Germany  and  Austria  have  so  much  to  offer 
in  winter  that  you  probably  can't  fit  it  all  into  one  vacation.  But 
with  The  Lufthansa  Holiday  Planner, '■'  you  can  come  pretty 
close.  And  you  can  do  it  at  unbeatable  savings,  including  a 
free  Avis  rental  car  for  one  week. 

For  your  free  copy  of  The  Lufthansa  Holiday  Planner,  call 
1  -800-645-3880 ,  send  in  the  coupon  or  see  yourTravel  Agent. 
And  don't  be  disappointed  if  you  can't  do  it  all.  You'll  probably 
be  going  back  again. 

©  Lufthansa 

German  Airlines 


The  Lufthansa 
Holiday  Planner. 

Send  to:  Lufthansa  German  Airlines 
Drawer  S,  Bellport.  N.Y  11713 
or  call  toll-free  1-800-645-3880 

j.     Name  (Please  Print) 

Address 


free  Avis  car  is  offered  with  unlimited  mileage  and  is  available  to  parties  ol  two 
g  round  trip  on  Lufthansa  from  the  US.  on  any  day  except  Friday  or  Saturday  The 
'  applies  to  group  A  cars  reserved  14  days  prior  to  departure  and  is  available 
ember  1.  1989  through^larch  31,  1990  Other  restrictions  may  apply 
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Taken  for 
a  ride 

June  26,  1989 


Even  smart  investors  make  mis- 
takes. This  summer  Forbes  re- 
ported that  Michael  Milken,  the  Bass 
brothers  and  Richard  Rainwater  got 
taken  for  over  $25  million  when  they 
invested  in  a  small  Deerfield,  Fla. 
detective  agency,  Sahlen  &  Asso- 
ciates. Sahlen,  it  seemed,  was  cook- 
ing the  books  by  inventing  sales  and 
profits. 

Now  Sahlen,  operating  under  Chap- 
ter 11  bankruptcy  proceedings,  has 
been  slapped  with  a  federal  lawsuit  by 
the  Bass-Rainwater-Milken  group. 
The  suit  alleges  fraud  on  the  part  of 
former  top  executives  of  Sahlen,  in- 
cluding founder  Harold  Sahlen  and 
auditors  Peat  Marwick  Main  &.  Co. 
The  Basses  and  their  fellow  investors 
are  seeking  the  money  they  paid  in, 
plus  triple  damages. 


Beard  for  hire 

July  10,  1989 


ducked  regulators  by  putting  Checchi 
out  front  and  taking  most  of  its  own- 
ership in  the  form  of  nonvoting  pre- 
ferred stock. 

Forbes  suggested  that  other  foreign 
acquirers  would  soon  don  beards.  Brit- 
ish Airways  proved  us  right  by  throw- 
ing its  financial  support  behind  a  $6.5 
billion  bid  for  United  Airlines  being 
mounted  by  United's  top  manage- 
ment and  pilots.  British  Airways  is 
putting  up  nearly  80%  of  the  equity 
for  the  deal  and  taking  only  15%  of 
voting  stock. 

But  the  beard  party  may  be  over 
even  before  it  begins.  Neither  the 
nwa  nor  the  United  deal  has  gotten 
the  final  nod  of  approval  from  the 
Department  of  Transportation,  and 
they  may  not.  Says  Assistant  Secre- 
tary Jeffrey  Shane,  "When  foreign  air- 
lines make  these  enormous  invest- 
ments, what  are  they  purchasing  if 
not  control?" — Stuart  Flack 


Out  of  the  fire 

Feb  20,  1989 


At  last  the  bureaucrats  at  the  De- 
partment of  Transportation  are 
waking  up. 

Nearly  two  months  ago  we  reported 
on  the  $3.6  billion  purchase  of  North- 
west Airlines,  pointing  out  that  the 
acquirer,  Los  Angeles  dealmaker  Al- 
fred Checchi,  was  little  more  than  a 
beard  for  the  true  buyer,  klm  Royal 
Dutch  Airlines.  Now  comes  word 
that  British  Airways  is  trying  a  simi- 
lar tactic  to  gain  control  of  United 
Airlines,  the  largest  carrier  in  the  U.S. 

Why  do  the  foreign  carriers  need 
front  men?  Because  Department  of 
Transportation  rules  prohibit  foreign- 
ers from  owning  more  than  25%  of  a 
U.S.  airline,  klm  put  up  over  60%  of 
the  equity  in  the  Northwest  deal  but 


cost-cutting  put  some  directors  off. 
This  summer,  after  just  one  year  on 
the  job,  Torell  was  asked  to  resign. 
The  board  cited  cultural  differences 
between  them  and  the  cigar-smoking, 
Princeton-educated  New  Yorker. 

Most  analysts  seem  to  feel  the 
board  should  have  given  Torell  more 
time  to  turn  CalFed  around.  Its  earn- 
ings in  the  first  six  months  of  this 
year  fell  to  $19  million,  half  the  year- 
earlier  level.  But  Torell's  retrench- 
ments may  begin  to  pay  off  next  year, 
when  earnings  are  expected  to  climb 
to  $85  million.  Presumably,  the  board 
will  be  happy  to  take  the  credit. 


Spooked  again 

June  27,  1988 
Jeremy  Rijkin 


John  Torell  left  New  York's  Manu- 
facturers Hanover  bank  to  take 
over  a  floundering  California  savings 
and  loan.  Now  he  is  out  on  his  ear. 

Early  this  year  Forbes  talked  to 
Torell,  who  had  left  his  post  as  presi- 
dent of  Manufacturers  Hanover  to 
take  the  helm  of  CalFed  Inc.  (assets, 
$28  billion).  The  thrift  was  solvent, 
but  its  return  on  equity,  at  10%,  was 
trailing  the  14%  average  at  other  large 
and  healthy  thrifts.  We  thought  Tor- 
ell would  deal  decisively  with  Cal- 
Fed's  problems,  including  its  high 
overhead,  its  unprofitable  insurance 
ventures  and  its  ailing  mortgage 
banking  operation. 

He  did.  Shortly  after  our  story  ran, 
Torell  shucked  off  three  lines  of  its 
insurance  business,  a  property  casual- 
ty line  and  a  portion  of  CalFed's  trust 
operation.  He  also  shut  down  19 
mortgage  banking  offices,  saving  at 
least  $12  million  a  year. 

But  CalFed's  board  was  not  as  im- 
pressed with  Torell  as  we  were.  Ap- 
parently his  abrupt  manner  and  tough 


Jeremy  Rifkin,  nemesis  of  biotech- 
nology, is  now  hassling  supermar- 
kets. When  Forbes  last  reported  on , 
him,  he  was  battling  to  prevent  Mon- 
santo from  planting  genetically  engi- 
neered corn.  He  appears  to  have  won. 

Rifkin 's  latest  target  is  bovine  so- 
matotropin (bst),  a  biotech  hormone 
that  increases  cows'  milk  production 
by  as  much  as  25%.  He  claims  bst  is 
harmful  to  humans,  and  he  wants  it 
banned.  This,  despite  the  fact  that  in 
1986  the  Food  &  Drug  Administra- 
tion approved  milk  from  BST-treated 
cows  for  sale.  "It's  100%  safe,"  insists 
the  fda's  Dr.  John  Augsburg. 

But  Rifkin  is  a  fanatic,  and  cagey. 
To  make  sure  supermarkets  don't 
stock  milk  from  BST-treated  cows,  he 
is  effectively  blackmailing  them.  He 
has  gotten  five  major  supermarket 
chains,  including  Kroger  and  Safeway, 
to  respond  to  a  "survey"  confirming 
that  they  do  not  sell  milk  or  meat 
"tainted"  with  bst.  Rifkin  has  put 
them  on  notice:  Stock  bst  milk,  and 
he  will  whip  up  negative  stories  in  the 
press.  Remembering  the  Chilean 
grape  scare  of  earlier  this  year,  many 
supermarkets  are  likely  to  give  in. 
Says  Monsanto's  Gerard  Ingenthron, 
"It  is  unfortunate  if  an  antiscience 
zealot  can  become  the  regulatory  pro- 
cess for  this  country." — Ronald  Bailey 
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An  awesome 


An  awesome 


display  of  power. 

Undoubtedly,  the  most  important 
element  of  a  laptop  computer  is 
power.  After  all,  if  you  can't  run 
demanding  applications,  you 
might  as 


Processor  runs  at 

an  incredibly  fast  16MHz. 


mane 
computer.  Preferably 
the  NEC  ProSpeed"1  286  laptop. 
Powered  by  a  CMOS  80286  processor/ 
running  at  a  blinding  16MHz,  the 
ProSpeed  can  accommodate  the 
most  sophisticated  applications. 
It's  equipped  with  one  megabyte 
of  memory  that's  expandable  to 
five.  And  it  comes  with  either  20 
or  40  megabyte  high-speed  hard 
disk  drives.  There's  even  a  model 
with  a  100  megabyte  drive  for 
data-intensive  applications.  Now, 
all  this  makes  a  powerful 
statement  for  the 
ProSpeed  286. 
But  perhaps 
the  most 
powerful 
statement  is  this: 
quite  simply,  it's  the  most 
powerful  286  laptop  you  can  buy. 


power  of  display. 

Undoubtedly,  the  most  important 
element  of  a  laptop  computer  is  its 
screen.  After  all,  if  what  you're 
looking  at  isn't  very  clear,  then 
clearly  you  need  another  computer. 
Preferably  the  NEC  ProSpeed  286. 
Engineered  with  an  advanced 
screen  technology,  the  ProSpeed 
gives  you  crisp,  bright,  black-and- 
white  images  with  VGA  resolution. 


Paper-white 

screen  with  VGA 

resolution. 


High-speed 

hard  disk- 
up  to  100  MB. 


And  with  more  and  more  people 
moving  towards  advanced 
graphics-oriented  applications,  the 
case  for  the  NEC  ProSpeed  286 
becomes  even  clearer. 

ProSpeed'286 


ProSpeed  is  a  trademark  of  NEC  Home  Electronics,  Ltd. 
©  1989  NBC  Home  Electron.cs  (USA)  Inc. 


Computers  and  Communications 


NEC 


They'd  rather  walk,  thank  you. 

They  look  like  city  shoes, 
but  they're  reallv  our  fitness  walking 
shoes  cleverly  disguised  to  have 
lunch  with  bankers. 

Rockport®  shoes  weigh  half 
as  much  as  ordinary  business  shoes. 
They're  much  softer  on  your  feet  -- 
witfi  four  layers  of  high  density 


mww 


MM       , 


*»* 


II         ■ 


'A^ 


I 


ishioning.  They  cradle  your  foot  wearing  them.  That's  because  the  within  a  month. 

=  ore  firmly.  Up  front,  your  toes  Rockport  Walk  Support  System®  Rockport  shoes  are  casual,  dress 

ive  more  freedom  to  wiggle.  mid-sole  is  engineered  like  the  and  fitness  shoes  for  men  and 

And  where  the  shoes  meet  the  Rockport  Pro  Walker,*  with  a  highly  women.  For  the  store  nearest  you. 

,  tad,  there  is  sure-footed,  shock-  flexible  pivot  point  that  helps  your  call  1-800-343-WALK. 

i)sorbing  Morflex  Vibram®  -  not  body  move  over  your  feet  more  "Drv/^lrrNnr^ 

ird,  slippery  leather.  naturally.  KDCKPOlT 

But  the  biggest  difference  is  the                      They  cost  about  $100,  and  you'll  * 

'  lergy  you  feel  when  you're  probably  save  that  in  cab  fares 

ROCKPORT  PROWALKER  am)  WALK  SUPPORT  SYSTEM  are  registered  trademarks  and  ROCKPORTS  MAKE  YOU  FEEL  LtKE  walking  %  a  trademark  ot  THE  ROCKPORT  CO  ©1989  THE  RXKPORT  COMPANY  ALL  RIGHTS  RESERVED  MORFLE*  VI8RAM  «  a  registered  todemart  ol  VIBRAM  SpA 
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HanovefShoe 
Nordstrom 
Macy's  New  York 
Dayton  Hudson 
Burdines 
Big  Sky 
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Tou  can't  keep 
a  good  tout  down 

A  New  York  broker  recently  got  a 
collect  call  from  a  client  who  happens 
to  be  a  guest  of  Uncle  Sam  at  the 
federal  country  club/prison  in  Allen- 
wood,  Pa. 

"I've  got  a  hot  stock  tip,"  says  the 
jailhouse  investor.  "It's  all  over  Allen- 
wood.  You've  got  to  buy  me  some." 

"What's  the  stock?"  asks  the  curi- 
ous broker. 

"Executive  Telecard." 

"Let  me  tell  you  something,"  says 
the  astonished  broker,  "the  promoter 
behind  that  stock  is  a  guy  named  Joe 
Lugo,  one  of  the  biggest 
con  artists  on  Wall 
Street." 

"Joe  Lugo?"  says  the 
startled  convict.  "Why, 
he's  right  here  at  Allen- 
wood.  Down  the  row  from 
me." — Richard  L.  Stern 

Thomson 
McKinnon  redux 

Thomson  McKinnon  has 
now  almost  completely 
disappeared.  Its  brokerage 
offices  have  been  closed 
down  or  absorbed  by  Pru- 
dcntial-Bache;  its  top  management  is, 
justifiably,  out  of  work.  Not  only  are 
many  of  the  lesser  fry  gone  but  they 
saw  their  stake  in  the  firm  all  but 
wiped  out  by  executive  mismanage- 
ment and  excessive  perks  (Forbes, 
Aug.  21). 

So  what  becomes  of  Thomson 
McKinnon  Asset  Management,  a  pub- 
licly held  partnership  that  manages 
mutual  funds  and  other  investments? 
Its  Big  Board  shares  traded  as  high  as 
$16  earlier  this  year,  but  a  wave  of 
selling  has  pushed  them  to  a  recent 
$9.  How  are  its  prospects? 

Not  great.  The  firm's  mutual  funds 
still  have  some  $6  billion  in  assets, 
mostly  from  shares  sold  by  Thomson 
brokers;  these  brokers,  now  at  Pru- 
Bache,  aren't  likely  to  push  the 
Thomson  funds.  On  top  of  that,  here 
come  the  feds.  In  an  industrywide 
push,  the  sec  is  objecting  to  the  way 
Thomson  and  others  bill  shareholders 
for  distribution  costs  that  may  in  fact 
exceed  the  actual  expenses  incurred 
Changing  the  current  system  could, 
according  to  company  documents, 
"materially     and     adversely     affect 
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Thomson's  ability  to  sell  shares  of  tm 
funds  and  the  Partnership's  ability  to 
retain  or  increase  assets  under 
management." — Gretchen  Morgenson 

Cruise  to  nowhere 

Psst,  buddy,  wanna  buy  a  nice  floating 
condo?  Something  called  Swiss  Amer- 
ica Line  claims  it  is  converting  one  of 
its  Caribbean  cruise  ships  into  a  con- 
dominium. According  to  an  ad  that 
ran  in  the  New  York  Times  as  well  as 
Yachting  and  some  in-flight  airline 
magazines,  Swiss  America  is  selling 
staterooms  on  its  "luxurious"  cruise 
ship,  the  Victoire  I.  You  get  to  use  it 
two  weeks  a  year,  and  the  cruise  line 
rents  it  out  for  you  the  rest  of  the 
time.  Interior  staterooms 
start  at  $55,000. 

Interested?  Good  luck. 
No  one  is  answering  the 
phone  at  Swiss  America's 
Miami  office.  And  the 
company  has  so  far  stiffed 
several  of  the  publications 
that  ran  its  ad.  Efforts  to 
reach  the  purportedly  Par- 
is-based cruise  line  were 
to  no  avail. 

Ironically,  condo-ized 
cruise  ships  may  not  be 
such  a  bad  idea,  given  the 
escalating  cost  of  building 
new  ones  (around  $275  million  for  a 
1,100-room  vessel).  "I  don't  know 
why  it  wouldn't  work,"  muses  How- 
ard Frank,  senior  vice  president  of  fi- 
nance for  Carnival  Cruise  Lines.  After 
all,  he  says,  cruise  lines — Frank's  line 
certainly — have  a  better  history  of 
profitability  than  a  lot  of  real  estate 
investments. 

Some  jump 

Yet  another  foreign  player  looks  ready 
to  jump  into  the  U.S.  media  takeover 
game.  Word  is  that  Great  Britain's 
Thames  Television  is  mulling  a  buy 
of  troubled  Reeves  Com- 
munications. Rumored 
price:  $100  million,  or 
roughly  20%  higher  than 
Reeves'  current  Nasdaq 
price  of  6Vi. 

Why  the  interest? 

Thames'  biggest  asset  is 
its  government-awarded 
franchise  to  air  weekday 
independent  television  in 
the  London  area.  That 
franchise,  along  with  all 
others  in  British  tv,  goes 


up  for  grabs  in  1992.  Thames  wants  to 
diversify  out  of  its  home  market. 

Trouble  is,  Thames  wouldn't  get 
much  for  its  $100  million.  Last  fiscal 
year  (ended  June  30)  Reeves'  revenues 
dropped  nearly  30%,  to  $75  million; 
the  company  lost  $2.5  million,  versus 
a  $6  million  profit  the  year  before. 
And  the  future  looks  no  better.  Its 
rather  anemic  library  includes  a  hand- 
ful of  made-for-TV  movies  and  a  cou- 
ple of  played-out  sitcoms. 

What  can  Thames  do  to  improve 
Reeves'  dismal  performance?  Cutting 
salaries  would  be  a  good  place  to  start, 
since  compensation  seems  the  only 
thing  going  up  at  Reeves.  Its  top  three 
executives,  led  by  Marvin  Green, 
earned  an  aggregate  $2.5  million  in 
fiscal  1988,  up  26%  from  the  year 
before. — Lisa  Gubernick 

The  sound  of  suing 

The  Soviets  say  they  want  to  learn 
how  Americans  do  business.  They're 
learning.  One  foray  into  the  record 
industry  has  led  to  a  lawsuit. 

Melodiya,  the  state-owned  record 
label,  inked  a  deal  in  1986  with  Mo- 
bile Fidelity  Sound  Lab,  a  Petaluma, 
Calif  .-based  label  specializing  in  high- 
priced  audiophile  recordings.  Mobile 
got  exclusive  North  American  distri- 
bution to  Melodiya's  library  for  three 
years.  But,  claims  Mobile,  Melodiya 
started  holding  back  choice  titles  and 
allowing  a  British  label  to  sell  Russian 
recordings  here.  In  August  Mobile 
filed  its  case — as  per  the  joint  agree- 
ment— not  in  an  American  court  but 
with  the  Arbitration  Institute  of  the 
Stockholm  Chamber  of  Commerce. 

No  date  has  been  set  for  the  hear- 
ing, but  neither  side  seems  the  least 
put  off.  Melodiya  now  is  talking  with 
Time  Warner's  wea  International  la- 
bel, presumably  to  bring  Soviet  re- 
cordings to  the  U.S.  and  license  our 
rock  'n'  rollers  for  Russian  release. 
Not  to  be  outdone,  Mobile  has  signed 
with  mca  Records  and  three  Soviet 
agencies  to  build  modern  recording 
studios,  book  concerts  in  the  U.S.S.R. 
and  record  Soviet  artists  for  the  Amer- 
ican market.  After  all,  in  show  busi- 
ness, what's  a  little  law- 
suit among  friends? 

Sign  of  the  times 

How  bad  have  things  got- 
ten in  the  junk  bond  busi- 
ness? Standard  &  Poor's 
Creditweek  newsletter  in- 
cluded a  list  of  upcoming 
seminars  sponsored  by 
s&p.  A  mid-September 
confab  on  "high-yield 
bonds"  is  listed  as  can- 
celed. Why?  "Lack  of  re- 
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sponse,"  says  an  s&p  flack.  Maybe 
they  should  give  away  toasters. 

Drexel's  Israeli  hit 

Fred  Joseph's  efforts  to  restore  confi- 
dence in  Drexel  Burnham  Lambert 
have  had  another  setback.  Drexel  did 
junk  bond  financings  for  several  Israe- 
li firms,   including  Koor  Industries. 
The  Koor  issue  has  gone  bad.  Severe 
losses  over  the  last  few  years  have 
slashed  the  conglomerate's  net  worth 
and  put  it  very  close  to  violating  the 
;  bonds'  covenants.  Drexel  is  restruc- 
turing Koor,  and  collecting  nice  fees 
[•  for  the  job.  So  far  Drexel  has  sold  one 
\  Koor  subsidiary.  It  will  likely  under- 
write any  refinancing  of  Koor's  1986 
|  issue  of  $105  million  in  junk  bonds. 
Those  bonds  sell  for  50  cents  on  the 
j    dollar  nowadays. 

The  Koor  fiasco  is  bad  enough,  but 
[  Drexel  is  also  having  trouble  with  an 
j  attempt  to  buy  Israel's  second-largest 
I  bank,  $26  billion  (assets)  Bank  Leumi. 
I  According  to  Israeli  banking  officials, 
|  Drexel  teamed  up  with  the  Treasury 
I  for  Jewish  Settlement  to  buy  around 
70%  of  the  bank's  equity  from  the 
I  government.  That  is  worth  perhaps 
|  $700  million  based  on  the  bank's 
)  book  value. 

Then  the  scandal  broke.  Drexel  had 
I  agreed  to  keep  Chairman  Moshe  San- 
I  bar  in  his  job  for  five  years.  As  it 
[  happens,  Sanbar  represented  the  gov- 
I  ernment  in  negotiating  the  deal  while 
I  also  serving  as  a  director  of  the  buyer. 
The  deal  is  on  hold,  and  Sanbar  is  the 
[  subject  of  a  government  inquiry  into 
[  conflict  of  interest.  Drexel  has  no 
I   comment. — Matthew  Schifrin 

If  you  cant 
join  'em,  buy  'em 

The  Japanese  are  well-known  golf  fa- 
I  natics,  so  we  suppose  it  was  only  a 
I  question  of  time.  An  as  yet  unnamed 
Japanese  investor  has  sent  a  letter  to 
I  Los  Angeles'  legendary  Bel-Air  Coun- 
I  try  Club,  asking  if  the  club  would  be 
I  interested  in  $200  million  for  its  120 
|  verdant  acres  and  spectacular  golf 
course. 

The  Japanese  bidder  is  offering  to 
pay  about  $375,000  for  each  of  the  536 
members,  whose  ranks  include  such 
Hollywood  luminaries  as  Johnny  Car- 
son and  Jerry  Perenchio.  Not  bad,  con- 
sidering most  of  those  memberships 
20  years  ago  sold  for  $10,000  and  now 
go  for  $75,000  (if  you  can  get  one— 
there's  a  lengthy  waiting  list). 

Club  President  Dean  Beck  has  not 
yet  taken  the  offer  to  members.  Nor 
does  he  seem  in  a  hurry.  Beck  notes 
the  Bel-Air  Hotel,  across  the  street, 
sold  for  $100  million,  while  his  club 
has  over  ten  times  the  acreage. — L.G. 
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Do  you  recall  your  first  Jack  Daniel's?  We'd  love  to  hear  about  it  if  you  da 


AT  JACK  DANIELS  DISTILLERY  were  blessed 
with  an  unusual  cave  and  special  ironfree  water 

Not  many  distillers  have  a  stream  of  cool,  cavespring 

water  flowing  just  outside  their  door  But  that's 

what  we  possess  right  here  in  Jack 

Daniel's  Hollow  And  we've  used  it  to 

make  our  Tennessee  Whiskey  since 

1866.  Just  watching  this  old  stream 

meander  along  is  a  nice  way  to  pass 

idle  moments.  Discovering  how  it 

flavors  Jack  Daniel's,  we  believe, 

is  the  nicest  moment  of  all. 


SMOOTH 
TENNESSEE 


SIPPIN ' 
WHISKEY 


Tennessee  Whiskey  •  4043%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  tern  Motlow.  Proprietor.  Route  I,  Lynchburg  (Pop  361).  Tennessee  37352 
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Readers  Say 


Sin  of  omission 

Sir:  Re  the  honor  roll  of  mutual  funds 
(Sept.  41  I  found  your  exclusion  of  the 
American  Funds  Group,  because  they 
are  managed  by  committee,  bordering 
on  the  ridiculous.  Since  before  you 
started  this  survey,  the  Washington 
Mutual  Investors  Fund  has  been  guid- 
ed by  rigorous  investment  standards, 
not  by  individual  managers  whose 
honor  roll  average  is  only  13.15  years. 
I  will  take  37  years  of  performance 
any  day.  I  consider  your  exclusion  of 
this  fund  group  a  disservice. 
— Michael  J  Krause 
AG  Edwards  &  Sons 
Chicago,  III 

Sir:     Performance    is    performance. 

Who  cares  if  it's  done  by  one  person, 

three  people  or  computer? 

— ElayneJ.  Guilder.  CEP 

Account  Vice  President 

PameWebber 

Columbus.  Ohio 


All  wet 

Sir:  Frank  Welsh's  views  of  unfairly 
subsidized  agricultural  water  in  the 
West  promulgate  many  myths  ( "Whis- 
key's for  drinking,  water's  for  fighting 
over." July  24).  How  is  it  all  these  ex- 
perts decided  there  is  plenty  of  water 
for  urban  needs  and  why  do  they  as- 
sume it  will  come  from  farmers?  The 
subsidy  ruse  is  used  by  antidevelop- 
ment  interests  who  interfere  with  wa- 
ter projects  and  then  soothe  the  public 
by  saying  they  can  get  all  the  water 
they  need  from  farms. 
— Stuart  T  Pyte 
General  Manager 

Kern  County  Water  Agency 
Bakersfield,  Calif 


Solar  strategy 

Sir:  Re  your  wish  that  Arco  have  sec- 
ond thoughts  before  selling  our  solar 
energy  outfit  to  Siemens  (Fact  and 
Comment,  Sept  4).  After  spending  $200 
million  on  solar,  our  pockets  have 
become  not  as  deep,  and  our  vision 
somewhat  blurred.  Not  to  worry!  We 
believe  that  solar's  future  is  a  com- 
modity play  and  not  one  based  solely 
on  proprietary  technology.  The  most 
efficient  current  technology  (single 
crystal  silicon)  is  in  the  public  do- 
main. In  the  meantime,  wc  will  drill  a 


few  more  oil  and  gas  wells  and  try  to 
help  that  side  of  the  energy  equation, 
as  well  as  our  bottom  line. 
— L.M.  Cook 
Chairman  and 

Chief  Executive  Officer 
Arco 
Los  Angeles,  Calif 

Sir:  We  recognize  your  point  that  pho- 1 
tovoltaics    as    an    important   energy  a 
choice  may  not  be  as  far  down  the 
road  as  many  people  think.  Amoco  is 
fully    committed    to    long-term    re- 
search and  development  to  make  pho- 
tovoltaic-generated  electricity   com- 
petitive with  conventional  power. 
— L.V.  Triggiani 
President 

Amoco  Technology  Co. 
Napenille,  III. 

Sir:  Mobil  and  Amoco,  U.S.  deep- 
pocketed  energy  majors  both,  are  still 
in  the  contest  to  develop  solar  elec- 
tricity. While  Arco  will  be  missed, 
Siemens  will  fill  the  gap  capably. 
— Bernard  Gillespie 
President 

Mobil  Solar  Energy  Corp. 
Billehca.  Mass. 


Scrapping  for  dollars 

Sir:  Re  the  U.S.  Navy's  sinking  of 
unwanted  ships  (Fact  and  Comment 
Aug  7).  The  Russian  Navy  recently 
sold  to  Western  interests  a  large  num- 
ber of  obsolete  warships  and  subma- 
rines for  their  scrap  steel  value.  These 
ships  will  be  scrapped  in  Taiwan,  Pa- 
kistan and  Spain.  Scrap  steel  of  the 
quality  used  in  warships  can  fetch 
more  than  $200  per  ton  in  world  mar- 
kets. Whilst  it  may  be  too  costly  for 
the  U.S.  to  save  the  ships,  there  are 
many  countries  that  would  pay  to  ac- 
quire the  scrap  steel. 
— Paul  Slater 
Naples,  Fla 
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Hands  down 

Sir:  I  agree  with  what  you  say  about 
keeping  the  Pledge  of  Allegiance  (Fact 
and  Comment  Aug.  21)  One  correc- 
tion, though.  When  kids  in  our  gener- 
ation (I'm  58)  stood  in  the  mornings 
before  the  flag,  we  simply  did  not 
stand  "with  our  right  hands  over  our 
hearts  and  reciting."  We  put  our 
hands  over  our  hearts  and  after  the 
stirring  words  "Our  flag,"  extended 
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our  arms  at  a  45-degree  angle  palms 
up,  and  then  finished.  When  more  and 
more  newsreels  showed  the  Germans 
doing  a  Heil  Hitler!,  President  Roose- 
velt passed  the  word  that  kids  keep 
their  right  hands  over  their  hearts. 
—John  Robert  Tucker 
Seagoville,  Tex. 


Stepping-stone 

Sir:  Of  course  Warren  Buffett  cannot 
walk  on  water  (Faces  Behind  the  Fig- 
ures, Sept.  4).  But  he  has  an  uncanny 
ability  to  find  the  rocks  just  below  the 
surface  that  enable  him  to  cross. 
— Steven  Bell 
Brooklyn,  N.Y. 


Rub  a  dub  dub 

Sir:  Re  Fact  and  Comment  on  over- 
zealous  safety  legislation  (Aug.  21)  In 
the  name  of  bathtub  safety  might  I 
suggest  suspending  bathers  in  a  har- 
ness worn  around  the  torso,  connect- 
ed by  large  rubber  bands  to  bolts  an- 
chored into  each  corner  of  the  bathtub 
wall?  Boots  of  special  nonslip  materi- 
al should  be  worn  at  all  times.  Should 
the  boots  slip  and  harness  break,  a 
specially  constructed  helmet  and 
knee  and  elbow  pads  will  lessen  the 
probability  of  serious  injury.  The  fed- 
eral government  must  assume  respon- 
sibility for  mandating  bathtub  safety 
measures.  This  matter  is  far  too  im- 
portant to  be  left  up  to  the  states. 
— Daniel  R.  Coney 
Montoursi'ille,  Pa. 


More  than  a  mouthful 

Sir:  On  Tibet  being  "bite-sized"  (Fact 
and  Comment,  Sept.  4):  It's  about  the 
size  of  Western  Europe! 
— Michele  Bolxina 
Director  for  Human  Rights 
International  Campaign  for  Tibet 
Washington,  DC. 


Foot  in  the  door 

Sir:  Although  barriers  exist  within 
the  Japanese  footwear  business  ("Party 
crasher,"  June  12),  by  covering  only 
Allen  Edmond's  confrontational  expe- 
rience, you  misrepresent  opportuni- 
ties for  companies  willing  to  work 
within  the  system. 
— B.A.  Bridgewater,  Jr. 
Chairman 
Brown  Group,  Inc. 
St.  Louis,  Mo. 
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The  essence  of  versatile— 20"  European  Cabin  Bag  from 
our  distinctive  Diamond  Collection.  Totally  hand-constructed 
in  double-diamond  monogram  fabric  with  natural  Belting 
Leather  trim  and  24-karat  gold-on-brass  fittings.  $375. 

bloDmingdale's 


-G^<> 


Portfolio  of  higher 
yielding  international 


7*tf    v 

<^A  \>       \.  {>    r  money  market  instruments. 


•* 


•  No  separate  charges  for 
checks,  exchanges  or  redemptions. 
•  Low  minimum  investment- 
only  $2,500. 
•  Easy  IRA  transfer. 

For  more  complete  information,  including  management  fee,  charges 

and  expenses,  obtain  a  Prospectus  by  calling  the  toll  free  number. 

Read  it  carefully  before  you  invest  or  send  money. 

Call  for  Yield! 
1-800-USA-LION 

Ask  for  Extension  2175 


©reyfuS  Worldwide  Dollar 

ro.  Box  3498,  Camden,  nj  08101  Money  Market  Fund,  Inc. 


Yield  fluctuates.  Past  performance  is  no  guarantee  of  future  results. 
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Things  of  inspiration. 
How  profound  to  think  that  these  have 
meaning  only  because  we  give  it  to  them. 

How  marvelous  to  consider,  that  in  our 

uniqueness,  we  can 
imbue  ordinary  cloth, 
or  stone,  or  words, 
with  values  and 
abilities  and  feeling. 
Phillips  Petroleum 
Company  celebrates 
in  human  genius 
that  which  hungers 
to  inspire  and  be 
inspired.  Without  it, 
the  products  that 
we  make  would  forever  remain  only  objects.  That 
without  vision,  an  advanced  composite  could  never 
make  a  plane  lighter,  a  Petromat  make  a  road  safer. 
A  polyethylene  save  a  life. 

A  humbling  thought,  we  think. 
And  our  inspiration  to  keep  on  inspiring 
others  toward  a  better  world. 

PHILLIPS  PETROLEUM  COMPANY 


Fora  copy  cf ma  annua]  report,  write  to  Greg  Derrick  Phillips  Petroleum  Company,  16  A-l  Phillips  Bldg.y  Bartlesville,  OK  74004. 


^Trademark  Phillips  Pdrokum  Company 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


DISNEY'S  MUPPETS  ACQUISITION 

mousetraps  the  opposition. 

THE  ULTIMATE  ENVIRONMENTAL  CONTRADICTION  IS 

closing  out  fallout-free  nuclear  power  plants,  thus  multi-     to-go  $5.5  billion  Shoreham  nuclear  plant  before  it's  ever 

plying  the  falloutful  output  of  coal-powered  energy.  powered  a  single  toaster,  tv,  air  conditioner,  dentist's  drill 

Imagine,  mandating  the  dismemberment  of  the  ready-     or  hospital  operating  room.  Most  will  live  to  rue  the  day. 

THE  SUREFIRE  WAY  TO  REDUCE  HIGH  SCHOOL  DROPOUT  RATE 


West  Virginia's  come  up  with  the  answer. 

Its  driver  licenses  are  available  at  16  but,  under  a  law 
enacted  last  year,  anyone  who  drops  out  of  high  school 
forfeits  his  driver's  license  or  cannot  get  one  until  he's  18. 

Since  that  attendance  law  has  been  in  effect,  the 
state's  dropout  rate  has  already  dropped  by  one-third  and 


is  steadily  getting  even  lower.  Only  special  hardship 
cases  are  exempt,  and  the  state  is  strict  in  granting 
exception. 

As  one  17-year-old  dropout  who  returned  put  it,  "If 
you're  a  teenager  and  you  don't  have  wheels,  you  don't 
have  anything." 


KEEPING  THE  LIVING  DEAD  ALIVE  IS  BARBARIC 


At  long  last  the  Surpreme  Court  has  agreed  to  decide  if 
state  courts  can  force  doctors  and  hospitals  and  families  to 
keep  "alive"  people  either  brain  dead  or  with  absolutely  no 
chance  to  recover  their  senses  or  faculties.  To  spend  $mul- 
timillions  and  to  tie  up  medical  men  and  women  and 
hospitals,  as  well  as  expensive  equipment,  to  keep  blood 
pumping  through  the  veins  of  those  in  terminal  pain  or  in 
virtual  vegetable  state  mentally  with  no  possibility  of 

HOME  VIDEO  LIBRARIES  TO 

People  don't  throw  hardcover  books  away.  Every  home 
has  some  or  many.  And  now  videocassettes — increasingly 
priced  to  compete  with  books — are  more  of  a  turn-on  to 
more  millions  of  Americans  than  books  ever  were. 

Imagine  what  this  portends  for  the  future  of  videocas- 
sette  publishers,  distributors,  makers  and  creators.  In  tv 
cassettes'  present  embryo  stage,  sales  last  year  were  over 
$8  billion — nearly  twice  that  of  movie  box  office  receipts 
for  all  of  1988. 


recovery  is  barbaric.  It  is  cruelty  to  humans  made  possible 
by  high  tech  applied  to  body  but  totally  missing  in  soul. 

With  proper  safeguards,  the  right  to  die  should  have 
infinite  legal  priority  over  the  obligation  to  keep  alive 
those  whose  lives  in  every  sense  are  over. 

The  courts  should  make  abundantly  clear  that  compul- 
sory life  in  defiance  of  the  expressed  wishes  of  the  unre- 
coverable patient  makes  a  tragic  travesty  of  life. 

RIVAL  BOOKSHELVES?  WOW! 

Why  do  people  buy  cassettes  when  most  probably  they 
only  watch  'em  once?  As  cassette-distributing  tycoon 
Frank  Hennessey,  ceo  of  Handleman  Co.,  told  Forbes  (July 
24),  "Lots  of  people  only  read  a  book  once.  We're  a  society 
of  collectors." 

As  tv  cassette  shelves  creep  across  the  walls  of  millions 
of  American  homes  in  which  books  were  big,  smart  inves- 
tors are  turning  on  to  the  stocks  that  will  benefit  most 
from  this  rage  that's  just  beginning. 
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". .  .Nothing  will  destroy  our  culture  while  people  are  free  to  create. . ." 

An  interview  with  MSF,  by  James  F.  Cooper,  editor,  in  "American  Arts  Quarterly" 


James  F.  Cooper:  In  his  farewell  speech,  President  Rea- 
gan warned  of  the  erosion  of  the  American  spirit  and 
attributed  this  to  a  loss  of  values  in  our  culture.  Do  you 
think  business  and  government  leaders  should  take  a  more 
active  role  in  determining  the  focus  of  the  arts? 

MSF:  The  only  way  leaders  have  an  impact  upon  the 
direction  of  the  arts  is  through  what  they  buy.  Most 
businessmen  don't  have  the  time  to  create  what  they 
want.  Outside  of  commissioning  boardroom  portraits, 
ceos  listen  to  suggestions  from  their  advisers  whether  to 
purchase  figurative  or  abstract  art.  They  don't  determine 
the  direction  of  the  arts,  they  only  determine  which  artists 
make  a  living. 

JFC:  Arthur  Schlesinger  Jr.  has  called  upon  President 
Bush  to  create  a  cabinet  level  position  for  the 
arts.  How  important  do  you  think  the  arts  are 
to  the  strength  and  well-being  of  the  nation? 

MSF:  I  think  there  is  no  question  of  the 
consequences  of  art  in  this  day  and  age. 
The  government's  involvement  in  the  arts 
began  as  a  relief  measure  initiated  by  the 
Roosevelt  Administration  during  the  Great 
Depression.  Much  of  the  important  art  of 
that  era  was  created  for  the  wpa  projects.  It 
wasn't  a  cultural  motivation  at  first,  it  was 
a  work  relief  program  to  keep  artists  and 
photographers  from  starving. 

Now  these  works  represent  some  of  the  great  national 
treasures.  I  have  one  of  Thomas  Hart  Benton's  paintings. 
He  did  a  lot  of  work  under  the  wpa  program.  His  art 
evidences  all  the  dynamic  qualities  and  strengths  that 
helped  build  the  American  West. 

Today  we  recognize  the  great  significance  that  art  has, 
not  just  in  reflecting  the  culture  of  a  great  nation,  but  in  its 
direct  impact  upon  its  people.  After  all,  what  are  the 
Mcdicis  remembered  for  but  the  arts  they  helped  create? 

The  reigns  of  other  great  families  were  responsible  for 
the  creation  of  operas.  The  great  English  lords  subsidized 
great  literature.  The  immortality  some  aristocrats 
achieved  was  through  the  arts  they  made  possible.  With- 
out them  there  would  be  no  Sistinc  Chapels  or  great 
architecture.  No  one  can  fail  to  recognize  the  enormous 
influence  of  the  arts  upon  people. 

There  is  no  question  that  Lincoln's  greatness  has  been 
captured  in  the  Lincoln  Memorial.  It  is  a  superb  piece  of 
architecture.  The  setting  adds  to,  it  doesn't  diminish,  what 
we  think  of  our  greatest  President.  It's  worthy  of  him. 
People  are  inspired  by  such  memorials. 

JFC:  Do  you  think  that  people  are  similarly  inspired  by 
the  modernist  trend  in  public  art  today? 


20 


AMERICAN  ARTS 
QUARTERLY 


MSF:  If  they  took  a  vote  on  it,  probably  not.  But  that 
doesn't  mean  it's  not  performing  its  function,  or  shouldn't 
exist.  I  think  if  people  were  asked  if  we  should  have  art  in 
public  squares,  they  would  say  yes.  If  we  asked  them 
whether  we  should  have  this  particular  piece  or  that, 
they'd  probably  say  no.  But  then  we'd  end  up  with  only 
statues  of  soldiers  on  horseback.  We'd  have  art  that  is  tripe 
and  trivial.  People  want  art  that  stimulates.  Provoking 
controversy  makes  people  look  at  things. 

JFC:  People  seem  to  be  turned  off  by  confrontational  art. 
Tilted  Arc  was  cut  up  into  sections  and  carted  away  to  a 
federal  parking  lot  in  Brooklyn.  And  the  design  of  the 
Vietnam  Veterans  Memorial  in  Washington  was  changed 
after  much  debate. 

MSF:  The  wall  of  the  Vietnam  Memorial 
is  probably  the  single  most  effective  monu- 
ment to  war  dead  that  I  have  ever  seen,  and 
that  includes  the  Tomb  of  the  Unknown 
Soldier  and  all  the  others.  I  think  it  is 
probably  the  single  most  tactful,  extraordi- 
narily inspirational  work.  It  is  epochal  in 
its  quietness.  It  reminds  me  of  the  Ameri- 
can Cemetery  in  Normandy.  I  often  escort 
visitors  there.  It's  impressive.  It's  awe- 
some. The  buildings,  the  crosses  and  the 
settings  are  wonderfully  done. 
But  nothing,  I  think,  can  compare  to  the 
impact  of  that  wall.  I  don't  know  of  any  other  way  to  g^et  this 
feeling  across  except  through  the  arts.  Only  through  the  arts 
do  you  preserve,  can  you  inspire,  all  the  intangibles  that 
make  life  worthwhile.  They  give  tangibility  to  something 
that  is  intangible,  which  is  what  life  is  all  about. 

JFC:  You  served  with  distinction  in  World  War  II.  Wil- 
liam Manchester,  the  author  of  books  on  John  F.  Kennedy, 
Douglas  MacArthur  and  Winston  Churchill,  also  fought  in 
that  war.  In  Goodbye,  Darkness,  Manchester  says  the  pres- 
ent college  generation  is  unprepared  to  defend  the  nation 
as  vigorously  and  bravely  as  your  generation.  He  attributes 
this  problem  to  a  decline  in  values  of  American  culture. 

MSF:  It  would  be  astonishing  to  find  undergraduates  at 
universities  who  are  archconservatives.  It  is  almost  a 
contradiction  in  terms.  You  have  all  of  your  life  to  develop. 
But,  at  that  age  you  should  be  questioning.  The  world  is 
full  of  wrongs.  They  don't  become  invisible  because  you 
become  inured  to  them. 

You  sbon/d  be  outraged.  Artists  should  be  outraged  at  the 
injustice  that  is  all  around  us.  One  should  be  outraged  over 
the  inadequate  approach  to  aids,  the  effects  of  toxic  waste 
and  the  damage  to  the  environment.  Artists  and  the  young 

(Continued  on  p.  262) 
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A  WHOLE  NEW  PRODUCT:  THE  HOLE  IN  LIFE  SAVERS 

We  recently  read  that  RJR  Nabisco  Inc.,  the  maker  of  Life  Savers,  is  going  to 
package  and  market  "the  holes"  in  these  prized,  flavorful  goodies.  Right  smart, 
given  the  way  those  little  plastic  packages  of  Tic  Tacs  and  the  like  arc  selling. 

JACQUES  COUSTEAU  WILL  NEVER  HAVE  A  PERFUME  SPONSOR 


At  a  dinner  party  not  long  ago,  famed  explorerscientist- 
naturalistenvironmentalist  Jacques  Cousteau  came  out 
with  some  unperfumed  opinions  that  the  perfume  indus- 
try will  find  odorous. 

The  conversation  had  somehow  turned  to  perfume  and 
whether  the  multiple,  new,  name  scents  were  more  sexy 
than  the  old  classics  of  the  Chanel/Joy  genre.  World- 
eminent  Jacques  shook  up  the  whole  perfume-sex  premise 


by  declaring  that,  "As  in  nature  and  with  other  species, 
people's  natural  odors  are  more  of  a  sexual  turn-on  than 
any  perfume.  Natural  aromas  frequently  play  a  key  part  in 
the  mating  process." 

In  other  words,  we  should  just  sweat  it  out. 

Which  would  sure  put  the  perfume  industry  in  a  sweat. 

Somehow,  though,  I  don't  think  bottles  containing  Jac- 
ques Cousteau  au  naturel  would  be  hot  sellers. 


ITS  NOT  THE  WAY  TO  GET  AHEAD 


When  Ronald  Reagan  recently  talked  to  fellow  mem- 
bers of  California's  far-famed  Bohemian  Club  and  their 
guests  at  their  recent  Grove  encampment,  he  told  about 
the  businessman  who  complained  to  his  wife  about  the 
amount  of  work  he  constantly  had  to  bring  home  after  a 
full  day  at  the  office.  Overhearing  her  dad,  his  very 
young  daughter  asked,  "Why  don't  they  put  you  in  the 
slow  group?" 

Another  of  the  former   President's   favorite   tales  is 

i  ONLY  DUMMIES 

are  always  certain. 


about  the  congressman  who  each  election  year  would 
visit  his  district's  poor  Indian  reservation  and  promise 
better  housing  and  more  jobs,  to  which  the  Indians 
would  shout,  "Ooglah." 

It  wasn't  until  one  time  the  Indian  chief  was  leading  him 
over  to  a  horse  so  he  could  put  on  an  Indian  headdress  and 
pose  for  a  photo  opportunity  that  the  congressman  was 
clued  in.  When  he  neared  the  steed,  the  chief  called  out  to 
him,  "Don't  step  in  the  ooglah!" 

IF  THIS  IS  IT 

make  the  most. 
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•  The  Andy  Warhol  Diaries — 

edited  by  Pat  Hackett  (Warner 
Books,  $29.95).  This  extraordi- 
narily revealing  diary  paints  a 
more  penetrating  portrait  of  our 
time's  Glitterati  Era  than  any  of 
Andy's  fabled  canvases. 

Excerpts:  Mon.,  Mar.  28,  1977— 
Los  Angeles:  Richard  Weisman  commissioned  me  to  do  a 
series  of  athletes'  portraits.  Willie  Shoemaker  the  jockey 
was  the  first.  Willie's  wife  came  up  [at  4:00]  with  a 
girlfriend — hut  without  Willie.  He  didn't  show  up  till  ten 
after  5:00  and  when  he  saw  her,  he  couldn't  believe  she 
was  there.  He'd  been  in  court  getting  a  divorce  from  her, 
that's  why  he  was  late.  She  was  dressing  Willie  for  the 
picture  [inj  jockey  shorts!  Ordered  martinis,  and  the  wife 
was  drinking.  She  kept  asking  him  for  a  date  to  celebrate 
the  divorce  and  he  kept  turning  her  down,  he  said,  "If  I'd 
known  you  were  going  to  be  here  I  wouldn't  have  come. " 
.  .  .  Mon.,  fan.  16,  1978:  We  found  out  Andrea  Portago  is 
marrying  Mick  Flick  this  weekend  in  Switzerland.  And 
then  Barbara  Allen  came  by  with  Lacey  Neuhaus.  Barba- 
ra was  just  back  from  Acapulco,  and  she  was  very  tanned. 
When  she  heard  the  news  about  Mick  Flick  and  Andrea, 
she  tried  not  to  look  shocked — she  recovered  in  a  second 
and  said,  "I  only  had  one  date  with  him  and  he  was  so 


boring  that  I  left  before  the  espresso." .  .  .  Sat.,  fan.  28, 
1978 — Picked  up  Bianca  and  went  over  to  the  Dakota  for 
Susan  and  Gil  Shiva's  party.  People  kept  bringing  Woody 
Allen  over  to  meet  me  so  I  met  him  four  times.  .  .  . 
Wed.,  Feb.  1,  1978:  We  went  to  Chinatown.  I  still  think 
they  have  the  one  kitchen  in  the  back  of  Chinatown  with 
the  one  big  pot  that  they  all  dip  into. 

Documenting  Amer- 
ica, 1935-1943— edited 

by  Carl  Fleischhauer 
and  Beverly  W.  Bran- 
nan,  essays  by  Profes- 
sors Lawrence  Levine 
and  Alan  Trachtenberg 
(University  of  Califor- 
nia Press;  cloth — $60; 
paperback— $24.95). 
This  erudite,  essayed  volume  contains  250  black-and-white 
photographs,  many  by  now-legendary  names,  selected  from 
77,000  taken  for  the  federal  government  during  the  last  halt 
of  the  Depression  to  the  first  half  of  WWII.  These  pictures 
pack  a  punch  with  their  unarty  depiction  of  people  and  life 
during  these  starkly  transformative  eight  years. 


The  pledge  of  allegiance 
at  the  hall  field 
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We  get  paid  for  results. 


km  come  no  company 
tas  ever  used  this  slogan? 

jiven  the  fact  that  results  are  what  business  is  all  about,  isn't  it 
;  a  little  ironic  that  no  company  has  ever  associated  itself  with  the 
;ement  to  the  left?  It  is,  however,  understandable, 
tfter  all,  if  there  ever  was  a  double-edged  slogan,  this  is  it. 
7or,  once  you  promise  results,  you  had  better  be  prepared  to  deliver, 
judged,  and  be  held  accountable  for  them. 
Vt  the  CIGNA  companies,  we  operate  on  a  simple  principle: 
mts  come  to  us  for  results. 

Vnd  the  reason  they  keep  coming  back  is  because  we  give  them 
ir  money's  worth. 

iy  accepting  that  responsibility,  we  have  become  a  leader  in  many 
ds.  Business  insurance.  Employee  benefits.  Managed  health  care, 
ision  and  investment  management. 

7rom  now  on,  you'll  see  the  words— we  get  paid  for  results— next 
)ur  logo.  Not  as  a  window  dressing.  But  rather  because  they  are 
essence  of  who  we  are  and  what  we  do. 

To  learn  more,  write  One  Liberty  Place,  Dept.  RA,  Phila.,  PA  19103. 
:ause,  if  you're  not  paying  for  results,  what  are  you  paying  for? 


CIGNA 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Second  Rate 

Rembrandt  is  not  to  be  compared  in 
the  painting  of  character  with  our  ex- 
traordinarily gifted  English  artist,  Mr. 
Rippingille. 

— John  Hunt,  19th  century  British 

scholar  and  art  critic, 

in  The  Experts  Speak,  by  Christopher 

Cerf  and  Victor  Navasky 

Being  Good 

The  honor  General  Colin  L.  Powell 
as  chairman  of  the  Joint  Chiefs  of 
Staff  brings  to  his  fellow  black  Ameri- 
cans comes  from  the  virtual  irrele- 
vance of  race  to  his  appointment.  Said 
Tom  Griscom,  a  former  Reagan  White 
House  colleague:  "No  one  ever  thinks 
of  Colin  as  being  black;  they  think  of 
him  as  being  good." 

— Barrett  Seaman,  Time 

Pollution  Power? 

Former  Energy  Secretary  John  Her- 
rington  says  the  Shoreham  [nuclear 
energy  plant]  debacle  epitomizes  the 
nation's  whole  nuclear-power  mess, 
which,  he  says,  not  only  "heightens 
our  risk  of  running  energy  short"  but 
also  "raises  the  cost  of  producing 
American  goods."  If  the  U.S.  econo- 
my is  to  be  kept  humming  in  the 
1990s  and  beyond,  many  experts  say, 
the  nation  faces  a  clear  choice:  Even 
with  a  strong  push  for  conservation,  it 
must  build  cither  big  new  fossil-fuel 
power  plants  certain  to  poison  the 
atmosphere   or  new   nuclear  plants 


posing  some  risk  of  accidents. 

Conservation  is  pushed  hard  by 
antinuclear  activists.  By  some  opti- 
mistic assessments,  as  much  as  75% 
or  more  of  all  the  electricity  the  na- 
tion uses  could  be  saved  through  pres- 
ent technology.  However,  many  barri- 
ers stand  in  the  way.  Cost  is  the  big- 
gest problem:  An  energy-efficient 
light  bulb  now  runs  about  $10. 

—Bill  Paul,  Wall  Street  Journal 

The  Glow  Is  Gone 

I  once  asked  a  class  how  it  could  be 
that  not  too  long  ago  parents  would 
have  said,  "Never  darken  our  door 
again,"  to  wayward  daughters,  where- 
as now  they  rarely  protest  when  boy- 
friends sleep  over  in  their  homes.  A 
very  nice,  very  normal,  young  woman 
responded,  "Because  it's  no  big  deal." 
That  says  it  all.  This  passionlessness  is 
the  most  striking  effect,  or  revelation, 
of  the  sexual  revolution,  and  it  makes 
the  younger  generation  more  or  less 
incomprehensible  to  older  folks. 
— The  Closing  of  the  American  Mind, 
by  Allan  Bloom 

Soviet  Aid? 

I  think  we  have  more  common  inter- 
ests with  the  Soviet  Union  than  we  do 
with  Japan.  The  United  States  is  not 
self-sufficient  in  technology.  Over  the 
long  term  we  can  fill  our  technology 
gap  better  by  working  with  the  Rus- 
sians than  with  the  Japanese.  The  So- 
viets need  us.  All  Japan  really  wants  is 


continued  access  to  our  markets. 

3M  has  licensed  Soviet  technology 
for  use  in  medical  instruments.  Just 
about  every  steel  plant  in  America  is 
operating  under  some  sort  of  Soviet 
license.  The  Soviets  pioneered  contin- 
uous casting  of  steel  and  welding 
methods  to  build  pipelines.  During  the 
1970s  one  of  their  laboratories  had 
developed  a  coating  process  that  used 
titanium  nitrite — a  process  that  was 
far  superior  to  anything  here.  But  it 
needed  further  development.  So  we 
bought  the  license  for  $400,000  and  set 
up  Multi-Arc  Vacuum  Systems  to  ex- 
ploit the  technology.  A  couple  of  years 
ago,  when  Control  Data  was  having 
cash  problems,  we  sold  our  interest  for 
a  profit  of  $8  million.  Today  Multi-Arc 
is  a  worldwide  company. 

— William  C.  Norris,  founder  and 
chairman  emeritus  of  Control  Data 
Corp.,  in  Harvard  Business  Review 


No  one  was  ever  any 
smarter  when  it  came 
to  being  dumb. 

— George  Burns  about  wife  Gracie, 
in  his  book  Grade:  A  Love  Story 
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D.C.  Press  Kids 

My  friend  Bill  Regardie,  who  pub- 
lishes the  influential  Washington 
business  monthly  that  bears  his 
name,  explained  that  the  White 
House  press  corps  spends  a  great  deal 
of  time  just  sitting  around.  "They're  a 
bunch  of  ladies-in-waiting,"  he  told 
me.  If  things  are  too  quiet  there,  "they 
start  gossiping,  start  cutting  up  the 
queen."  Bill  likened  White  House  re- 
porters to  recalcitrant  children.  "Why 
do  kids  get  in  trouble?  Because  they 
have  nothing  to  do.  We  ought  to  de- 
vise a  constructive  program  of  activi- 
ty for  the  reporters,  like  sports  and 
reading  programs." 

— Ranee  Crain,  Advertising  Age 

Even  Bishops! 

The  Cathedral  of  St.  John  the  Di- 
vine, near  Columbia  University  in 
New  York  City,  has  attached  to  it  a 
Gothic  chateau  called  the  Cathedral 
House.  It  is  an  opulent  structure,  orig- 
inally intended  to  be  the  bishop's 
house.  At  the  time  of  its  completion 
there  were  critics  who  felt  that  it  was 
perhaps  too  elegant  to  house  a  humble 
servant  of  God.  One  of  the  trustees, 
J. P.  Morgan,  defended  it  thus:  "Bish- 
ops should  live  like  everyone  else." 

— The  Little,  Brown  Book  of  Anec- 
dotes, edited  by  Clifton  Fadiman 
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60,000  horsepower. 


Fasten  your  seat  belt. 

Only  one  airline  performs  like  this. 

From  small  towns  to  big  cities  coast  to  coast. 

And  in  twelve  foreign  lands. 

With  more  service  across  the  U.S.  and  across  the  Pacific. 

Powered  by  60,000  United  professionals. 

Dedicated  to  the  simple  premise: 

Trhen  you  work  the  hardest,  you  usually  win  the  race. 

Come  flv  the  friendlv  skies. 
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PAST  PERFORMANCE  IS  NO  GOARANTEE  OF  FUTURE  SUCCESS 

RUT  IT'S  SOMETHING  TO  CONSIDER. 


Mutual  funds  haven't  always  been  your 
everyday  investment.  Forts  \ears  ago  there 
weren't  many  kinds  of  funds. 

Just  some  common  stock  funds  and 
some  bond  funds.  But  Jack  Dreyfus  thought 
we  were  poised  for  growth. 

In  1951  he  began  managing  one  of  the 
earliest  funds  to  actively  seek  growth  of  cap- 
ital for  its  shareholders. 

It's  a  hunch  that  paid  off.  Not  just  for 
shareholders  of  The  Dreyfus  Fund,  but  for 
shareholders  of  the  many  growth  funds  that 
followed  it  in  the  1950s' and  1960s.  In  the 
mid-1970s,  when  rising  interest  rati 


stranding  savers  in  low-paying  FDIC  insured 
passbook  accounts,  we  developed  Dreyfus 
Liquid  Assets 

And  in  the  late  1970s  when  inflation 
was  pushing  everyone  into  higher  tax 
brackets,  we  lobbied  for  a  bill  that  allowed 
Dreyfus  to  offer  the  first  incorporated  tax- 
exempt  fund. 

The  rest  is  history.  These  days  there 
isn't  a  fund  company  worth  its  800  number 
that  doesn't  offer  a  w  ide  range  of  money  mar- 
ket and  tax  exempt  funds. 

Toda\  everyone  talks 
about  the  need  to  allocate 


E)reyfus 

The  right  fund  at  the  right  time. 


assets,  but  a  year  ago  we  created  a  fund  spe 
cifically  designed  to  shift  freely  among  stock 
bonds  and  money  market  instruments,  depend 
ing  on  the  climate. 

Dreyfus  Capital  Value,  like  other 
Dreyfus  funds  before  it,  is  a  product  of  it 
time.  Will  it  too  give  rise  to  a  whole  new 
category  of  funds?  No  one  knows. 

But  one  thing  is  certain:  our  past.  And 
that's  one  way  to  evaluate  the  future.  Obtain 
a  prospectus  from  your  securities  dealer  or 
call  1-800-648-9048. 
Please  read  the  prospectus 
carefully  before  investing. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  BEST  ASSISTANCE 


the  U.S.  could  render  the  new  Polish  government  is  a  piece 
of  advice:  Don't  fall  into  the  clutches  of  the  International 
Monetary  Fund.  Prime  Minister  Tadeusz  Mazowiecki  has 
indicated  he  may  call  on  the  imf  for  help  in  dealing  with 
the  country's  grievous  economic  crisis.  Economically, 
that's  the  equivalent  of  asking  the  kgb  for  assistance  in 
establishing  civil  liberties. 

The  inflationary-austerity  advice 
of  this  agency  has  poisoned  numer- 
ous economies.  Poland  will  have  to 
undergo  wrenching  changes,  but,  un- 
der imf  guidelines,  it  would  stagnate 
as  Latin  America  has  since  1982. 

Here's  why.  This  agency  is  hooked 
on  currency  devaluations  as  an  eco-  Erhard 

nomic  cure-all.  The  theory  is  that  cheap  money  will  make 
exports  more  competitive,  imports  more  expensive.  Theo- 
retical result:  a  trade  surplus,  which  provides  capital  for  the 
economy,  which,  in  turn,  finances  more  growth.  The  reali- 
ty is  altogether  different.  Debasing  the  money  leads  to 
inflation,  as  Latin  Americans  should  have  learned  by  now. 
Inflation  does  not  create  prosperity.  Stable  money,  though, 
is  a  key  ingredient  of  sustained  growth.  It  also  helps  attract 
foreign  investment.  The  imf  has  never  understood  that 
growing  countries  usually  run  up  big  trade  deficits. 

Another  imf  flaw  is  its  emphasis  on  reducing  a  nation's 


budget  deficit.  Trouble  is,  the  imf  applauds  when  taxes  are 
hiked  to  do  this.  Higher  levies  end  up  punishing  hard 
work,  entrepreneurship  and  innovation,  all  things  Poland 
needs  in  abundance.  Finally,  the  imf  is  too  quick  to  advo- 
cate abolition  of  popular  subsidies.  Other  reforms  that  get 
the  economy  moving  should  come  first. 

Poland's  new  economic  leaders 
should  read  how  Germany  began  its 
economic  miracle  in  1948-49.  Al- 
most overnight,  Ludwig  Erhard  and 
Konrad  Adenauer  removed  all  eco- 
1^^ ^/^^  nomic  controls,  including  food  ra- 
^     a  ■  tioning.  They  cut  taxes  and  mtro- 

^^Q  duced     a     new     currency.     Within 

Mazowiecki  months,     food    appeared    on     the 

shelves  and  other  shortages  ended. 

Poland  should  brush  away  bureaucratic  impediments  to 
people  who  wish  to  set  up  businesses,  tie  the  zloty  to  a 
basket  of  Common  Market  currencies  and  privatize  major 
state  enterprises  as  quickly  as  possible,  allowing  these 
entities  to  "restructure,"  that  is,  cut  out  stifling  layers  of 
Communist  hacks.  Selling  stock  in  these  enterprises  to 
workers  and  to  investors  would  soak  up  Poland's  oceans  of 
now  useless  money  and  put  it  to  work  productively. 

If  the  government  moves  forcefully,  as  Erhard  did,  the 
economy  will  start  to  show  signs  of  new  life  in  a  year. 


AIRPORT  BOMB 

The  Federal  Aviation  Administration  has  ordered  air-     sive  changes  will  be  required  at  airport  terminals  to 
lines  to  install  a  new  kind  of  bomb  detector  at  major     accommodate  these  monsters.  Moreover,  they  work  so 


airports  here  and  overseas.  The  move  is  an 
extraordinary  boondoggle  prompted  by 
Washington's  wanting  to  appear  to  be  doing 
something  about  airline  terrorism. 

The  new  machine,  which  is  supposed  to 
be  more  effective  than  the  current  crop  of 
detectors,  weighs  ten  tons  and  is  the  size 


TO  INSTALL  DEVICE 
TO 


New  York  Times 


slowly  that  flights  will  be  delayed  several 
hours — travelers,  take  note. 

The  sad  part  is  these  beasts  really  don't  do 
their  assigned  job  very  well.  They  won't 
work  effectively  with  small  bombs,  (faa 
tests  did  not  use  suitcases  typically  used  on 
international  flights.)  The  false-alarm  rate 


of  a  small  car.  The  faa  says  900  will  be  needed.  In     is  extraordinarily  high:  Among  the  items  that  set  the 

reality,  it  will  take  over  4,000,  at  a  cost  of  nearly  a     alarm  off  are  wool,  leather  and  cheese. 

million  dollars  apiece,  to  check  most  passengers.  Expen-         Can't  anyone  blow  the  whistle  on  this  nonsense? 
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In  the  heat  of  battle, 
it's  nice  to  know 


you've  got  plenty  of 


ammunition. 


Crunch  time  can  hit  at  any  time.  And  when 
it  does,  you  want  to  be  ready. 

Enter  NEC.  We  make  a  line  of  high  quality, 
industry-compatible  personal  computers  that 
can  take  the  heat  off  in  a  hurry.  Portables 
or  desktops,  286-based  or  386-based,  our 
PowerMate®  family  gives  you  the  kind  of  speed, 
memory  and  graphics  capabilities  you  need  to 
tough  it  out  in  today's  business  environment. 

Add  an  NEC  printer  to 
the  equation  and  you've  got 

yourself  an 
unbeatable 
formula.  Our 


J 
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PowerMate  Pt>rtabU-> 


dot  matrix  printers  and  Silentwriter®  laser 
quality  page  printers  are  legendary  for  their  reli 
ability  and  print  quality.  These  are  the  kind  of 
workhorses  you  want  pulling  for 
you  at  bottleneck  time. 

Rest  assured 
When  you'vt 
got    a    $24 

Silentwriter  Page  Printers      Pinwriter  Dot  Matrix  Printers        DllllOn  WOrld 

leader  in  computers  and  communications  like 

NEC  on  your  side,  you're  going  to  win  a  lot 

more  battles  than 

you  ever  thought 

possible. 

WE'RE   MAKING   THING 


NEC 


PowerMate  Personal  Computers         PowerMati  r/torlaM  I  Pin  Writer® 

NEC  Information  Systems,  Inc.,  1414  Massachusetts  Ave.,  Boxborough,  MA  01719.  1-800-NEC-INFO.  In  Canada,  1-800-343-4418 
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I  acquired  the  painting  of  my  dreams. 
Only  to  discover  it  was  a  brilliant  forgery 


I  bought  stocks  like  they  were  going  out  of  style. 

And  they  were. 


I  married  for  love. 
Then  found  I  was  being  married  for  money. 


I  bought  myself  a  Waterman. 


There  are  some  decisions  one  never  lives  to  regret. 


I  ens  write.  A  Waterman  pen  expresses.  For  more  than  a  century,  this  distinction  has  remained  constant.  In  the  precise,  painstaki 
tooling,  for  example.  In  the  meticulous  balancing.  In  layer  upon  layer  of  brilliant  lacquers.  In  accents  gilded  with  precious  metal. 
Those  who  desire  such  an  instrument  of  expression  f)   will  find  Waterman  in  a  breadth  of  styles,  prices  and  finishes. 
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0 1989  Watermen  Pen  Com? 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


The  economy  is 

healthier  than 

the  pessimists 

believe 


U.S.  living 

standards  remain 

top  in  the  world 


Excessive  gloom 

makes  for 

bad  policies 


WHAT  THE  GLOOM  MONGERS  OVERLOOK 

The  underlying  trend  is  looking  healthier  than  ever  for  the  U.S. 
economy,  despite  all  the  gloom-mongering  around. 

Productivity  in  the  economy  as  a  whole,  according  to  the  latest 
revisions,  has  been  increasing  at  a  1 .8%  annual  average  rate  since  1982, 
up  from  earlier  estimates  of  around  1 .4% . 

This  puts  overall  productivity  growth  close  to  its  long-run  average  and, 
in  fact,  significantly  ahead  of  the  trend  for  manufacturing  alone.  The 
typical  naysayer's  reaction  is,  "I  don't  believe  the  numbers."  But  there 
are  good  reasons  productivity  should  be  on  the  rise. 

Capital  spending  in  1989  is  now  expected  to  be  up  by  nearly  8%  in 
inflation-adjusted  terms,  following  a  nearly  9%  real  increase  in  1988. 
A  cut  in  the  capital  gains  tax  would  boost  spending  more  next  year. 

Much  of  this  spending  has  been  aimed  at  increasing  productivity.  But 
also  heartening,  especially  for  its  anti-inflationary  aspects,  an  increas- 
ing portion  of  the  spending  is  on  new  capacity.  Example:  Du  Pont's 
$5.5  billion  spending  plans  for  this  year  ($1.4  billion  of  it  outside  the 
U.S.,  and  up  from  $4. 1  billion  in  1988  and  $3.2  billion  in  1987)  includes 
over  $1  billion  on  greenfield  sites. 

This  all  adds  up  to  a  sizable  expansion  of  the  capital  base  of  U.S. 
manufacturing.  The  $500  billion  or  so  of  new  capital  goods  the  U.S. 
imported  in  the  1980s,  roughly  equal  to  25%  of  capital  stock,  alone 
added  around  8%  to  industrial  capacity,  says  John  Rutledge  of  the 
Claremont  Economics  Institute. 

"Month  by  month,  output  comes  in  stronger  and  inflation  weaker  than 
the  naysayers  believe,"  says  Rutledge.  "But  it  is  exactly  what  you 
would  expect  to  result  from  all  this  spending." 

An  unpublished  comparison  by  the  Bureau  of  Labor  Statistics  counters 
the  claim  that  U.S.  living  standards  are  about  to  be  overtaken. 

Using  nominal  exchange  rates,  the  Council  on  Competitiveness  frets 
that  the  gross  domestic  product  per  person  or  per  employee  in  West 
Germany  is  ahead  of  U.S.  levels  and  that  Japan's  is  rapidly  catching  up. 
But  using  what  economists  call  purchasing  power  parities  (i.e.,  what 
the  same  amount  of  money  will  actually  buy  in  those  countries),  the 
bls  shows  that  in  1988  gdp  per  head  and  per  employee  in  Japan  and  in 
West  Germany  was  around  72%  and  81%,  respectively,  of  U.S.  levels. 

The  most  serious  side  to  the  gloom  is  its  influence  on  policy. 
Federal  Reserve  Chairman  Alan  Greenspan,  backed  by  a  chorus  of 
regional  Fed  governors,  remains  unduly  worried  about  inflation. 

His  high  interest  rate  policy  continues  to  risk  tipping  the  economy 
into  recession,  along  the  way  pushing  up  the  value  of  the  dollar  and 
depressing  the  rebound  in  exports  of  U.S.  manufactured  goods. 

Beware,  too,  the  special  interests,  who  use  the  gloomsayers'  views  to 
justify  protection  for  sectors  such  as  steel  and  microelectronics. 
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The  Forbes  Index 
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The  Forbes  Index 


Current  198.8t 

Previous  19931 

Percent  change     -0.2% 
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Slow  but  not  stopped.  The  Forbes  Index  finished  the 
month  of  July  with  a  0.2%  decline.  This  marks  the  fifth 
monthly  retreat  for  the  Index,  which  has  over  the  years 
proved  to  be  a  good  economic  indicator.  But  there  is  still 
some  momentum  in  the  economy:  The  revised  figure  for 
second-quarter  gross  national  product  shows  real  growth 
at  a  2.7%  annual  rate,  comfortably  above  the  initial  esti- 
mate of  1.7%.  With  a  1%  jump  in  July,  personal  income 
recorded  its  biggest  increase  since  January.  Consumer  in- 
stallment credit  dipped  slightly  in  July,  the  first  decline  in 
more  than  two  years.  American  consumers  may  finally  be 
resisting  credit  card  interest  rates,  still  very  high. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.5% 

Auto  sales'  year  to  date  vs.  1988 

Ward's  Automotive 

-3.5% 

Index  of  leading  indicators  July  vs.  June 

Dept.  of  Commerce 

0.2% 

Trade  balance  last  12  months 

Depl.  of  Commerce 

-4113  bil 

Producer  price  index2  July  vs.  1988 

Dept.  of  Labor 

5.0% 

6NP  2nd  quarter  vs.  1st — annualized  growth 

Dept-  of  Commerce 

2.7% 

'US  based  manufacturers  only  as  of  8/31/89  2Fini 

shed  goods 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements,  Forbes  monitors  10  series  ol 
U.S.  government  data  The  last  14  months'  data  for  each 
series  are  presented  below. 


Industrial  production  index  (1967  = 
seasonally  adjusted  (Federal  Reserve) 
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Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately 
unadjusted  (Dept.  of  Commerce) 


Retail  sales  ((billions) 

seasonally  adjusted  (Dept  of  Commerce) 


Manufacturers'  new  orders  and  inventories 

(Sbilhons)  seasonally  adjusted  (Dept.  of  Commerce) 
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2450 


2350 


Personal  income  (Sbilhons)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 


Consumer  installment  credit  (Jbilli 
seasonally  adjusted  (Federal  Reserve) 
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If  you  agree  that  even  the  most 

sophisticated  computer  system  is  simply 

a  tool  for  increasing  productivity, 

and  not  a  way  of  life  unto  itself, 

we  suggest  you  talk  with  us. 

Business  person  to  business  person. 


Business  and  professional  computers,  monitors,  peripherals  and  accessories. 

If  leadership  comes  from  quality,  performance,  and  value, 

we've  been  quiedy  leading  for  a  long  time. 

PACKARD  BELL  SS 

America  grew  up  listening  to  us.  It  still  does. 

1-800-733-4422 

Corporate  Headquarters: 
9425  Canoga  Avenue,  Chatsworth,  CA  91311   1-818-773-4400 

with  any  former  Bell  System  entity. 


Forbes 


With  the  Dow  surging,  so-called  story 
stocks  are  suddenly  coming  back  in  favor. 
Watch  your  wallets,  folks. 

The  no  P/E 
stocks 


By  Ruth  Simon 


What's  a  "story  stock"?  It's 
a  kind  of  no-p/E  stock — a  sit- 
uation where  fundamentals 
don't  matter;  you  buy  it  because  the 
story  says  something  exciting's  going 
to  happen.  Story  stocks,  pretty  much 
absent  since  the  early  Eighties, 
are  suddenly  popping  out  all 
over.  Could  it  be  a  sign  that 
the  market  is  starting  to  get 
pretty  speculative? 

Right  now,  with  the  Dow  up 
25%  on  the  year,  investors  are 
flocking  to  companies  with 
easy-to-understand  products 
and  supposedly  limitless  po- 
tential. They  could  be  flocking 
to  trouble. 

The  pitches  are  simple. 
Wouldn't  you  like  to  get  in  on 
the  ground  floor  of  at&e,  the 
company  that  plans  to  sell 
wristwatches  equipped  with 
paging  beepers?  You  know, 
something  like  the  one  Dick 
Tracy  used  to  wear.  Or  how 
about  Visx  Inc.,  Taunton 
Technologies  and  Summit 
Technology?  They  offer  laser 
treatments  that  could  some- 
day eliminate  the  need  for  eye- 
glasses. Don't  forget  Ryka  Inc., 
the  firm  that  turns  out  run- 
ning shoes  especially  for  wom- 
en. Haven't  you  seen  a  lot  of 
women  in  your  neighborhood 
wearing  running  shoes?  Think 


of  the  size  of  that  market. 

These  are  genuine  story  stocks, 
long  on  promise  and  short  on  funda- 
mentals. None  of  the  five  companies 
mentioned  above  has  ever  earned  a 
profit,  for  instance,  yet  they  are  val- 
ued in  the  stock  market  right  now  at  a 
combined  total  of  $400  million. 


"We're  probably  at  the  early  stages 
of  speculative  excess,"  says  Lawrence 
Auriana,  comanager  of  the  Kaufmann 
Fund,  which  invests  in  small  growth 
companies.  "There  was  absolutely  no 
interest  in  story  stocks  last  year.  Now 
they  are  jumping." 

At  this  stage  of  a  bull  market,  a 
certain  psychology  comes  into  play. 
Many  players,  institutions  included, 
who  missed  all  or  part  of  the  upswing 
become  frantic  to  catch  up.  They  go 
for  the  long  shots. 

Another  factor  fueling  the  boom  in 
story  stocks:  Speculative  issues  start 
looking  reasonable  as  price-to-earn- 
ings  multiples  on  more  established 
companies  expand.  The  Standard  &. 
Poor's  500's  p/e,  for  example,  is  now 
about  14,  up  from  12  at  the  start  of 
this  year.  "You  need  a  good  support- 
ing cast  to  make  story  stocks  work," 
says  Van  Kasper  &.  Co.  principal  Jack 
Sullivan. 

A  classic  story  stock  is  New  Image 
Industries,  a  California-based  com- 
puter company  that  came  public  in 
August  at  $6.50  a  share  and  jumped  to 
$10  on  the  first  trade.  New  Image's 
1  ,,nVv'1  concept?  It  pioneered  a  com- 
puter imaging  system  that  pro- 
vides "before"  and  "after"  pic- 
tures to  beauty  salons  and  ar- 
chitects. The  New  Image 
Salon  System,  for  instance, 
can  show  you  on  a  tv  screen  or 
in  a  color  picture  how  you'd 
look  as  a  blonde  or  with  a  Cle- 
opatra cut. 

"There's  a  lot  of  identifica- 
tion with  the  product,"  says 
Newhard  Cook  analyst  Seth 
Feinstein,  who  believes  New 
Image's  move  into  the  weight 
loss  and  interior  decorating 
markets  make  it  a  buy.  But 
investors  may  want  to  think 
twice  before  paying  45  times 
earnings  for  the  two-year-old 
company,  which  earned 
$804,000  on  sales  of  $7.6  mil- 
lion for  the  fiscal  year  ending 
June  30.  There  are  no  patents 
v  protecting  New  Image's  prod- 
uct. If  the  business  does  prove 
to  have  staying  power,  com- 
petitors are  certain  to  move 
into  the  market. 

As  public  attention  returns 
to  the  stock  market,  the  media 
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Stories  that  sell 

Right  now  investors  are  flocking  to  story  stocks  like  the 
ones  listed  below.  With  little  or  no  current  earnings, 

story  stocks  trade  mainly 
often  overblown.  Investors 

on  future  hopes, 
,  beware. 

which  are 

Company 

Business 

Price 
9/8/89 

Price 
12/30/88 

Sales' 

(Sm 

Net  income* 
il) — 

AT&E 

personal  communication  equip 

12  V* 

8'/2 

SI. 7 

S— 14.3 

Clinical  Technologies  Assocs 

pharmaceuticals 

12% 

5+ 

1.2 

-0.4 

Industrial  Resources 

minerals,  pollution  control 

6', 

4W 

0.6 

-0.8 

Microtel  Franchise  &  Devel 

cut-rate  hotels 

9 

6+ 

NA 

NA 

Mizlou  Communications 

sports  broadcasting 

38":: 

6+ 

4.0 

0.1 

New  Image  Inds 

computer  imaging 

1 1  >/> 

6V5t 

7.6 

0.8 

New  Retail  Concepts 

sportswear  mktg 

5l/s 

v16 

2.8 

0.0 

Ryka 

athletic  footwear 

V. 

1% 

1.0 

-1.5 

Summit  Technology 

ophthalmic  lasers 

9% 

2% 

1.1 

-2.2 

Taunton  Technologies 

ophthalmic  lasers 

16M 

8'/4 

0.4 

-3.4 

Unity  Healthcare  Holding 

temporary  health  care  personnel 

18 

3t 

4.2 

0.1 

Visx 

ophthalmic  lasers 

11% 

5^ 

0.0 

-0.5 

"Mast  recen;  fiscal  vear     tpnce  of  1989  initial  public  offering     JUnil  containing  stocks  and  warrants 

\A  Not  available 

begins  paying  attention  again  and  sto- 
ry stocks  make  good  news  stories. 
New  Image,  for  instance,  has  been  the 
subject  of  some  800  television  and 
newspaper  stories.  Another  media 
darling  is  Ryka,  the  maker  of  wom- 
en's athletic  shoes  whose  shares 
jumped  from  $1.65  to  $3.65  after  in- 
vestors read  a  laudatory  story  in  the 
July  3 1  Wall  Street  Journal.  Ryka,  the 
journal  wrote,  "hopes  to  become  the 
next  hot  shoe  company  by  using  .  .  . 
'guerrilla  marketing'  in  selling  shoes 
specifically  designed  for  athletic 
women."  But  the  company  lost  $1.5 
million  on  $1  million  in  net  sales  last 
year.  Ryka  expects  revenues  to  reach 
$7  million  in  1989. 

Sure,  shoes  tailored  for  women  may 
be  a  great  idea,  but  it's  one  that  estab- 
lished shoemakers  such  as  Nike,  Ree- 
bok and  L.A.  Gear  have  also  discov- 
ered. And  those  three  companies  to- 
gether spend  more  than  $100  million 
on  advertising,  versus  Ryka's  $2  mil- 
lion. At  more  than  $5  a  share — which 
may  sound  cheap — Ryka  is  neverthe- 
less a  very  expensive  stock:  With 
nearly  13  million  shares  out,  its  total 
market  capitalization  is  $70  million. 
That  market  price  anticipates  a 
growth  in  sales  and  profits  that  proba- 
bly will  never  occur. 

Glowing  stories  in  the  Journal  and 
other  news  outlets  also  played  a  role 
in  boosting  shares  of  Visx,  Taunton 
Technologies  and  Summit  Technol- 
ogy. These  firms  are  trying  to  refine 
ultraviolet  lasers  that  could  correct 
nearsightedness,  farsightedness  and 
other  vision  problems.  After  one  par- 
ticularly effusive  article,  Taunton, 
which  lost  $2  million  in  the  first  half 
of  1989,  climbed  nearly  threefold,  to 


about  $27  a  share. 

What  are  the  laser  companies'  reali- 
ties? Together  the  three  companies 
have  completed  tests  on  fewer  than  75 
patients,  not  nearly  enough  to  prove 
the  technology  safe  and  effective. 
None  of  the  companies  expects  to  re- 
ceive Food  &  Drug  Administration 
approval  to  sell  its  products  for  at 
least  two  years.  In  the  meantime,  the 
companies  face  a  dispute  over  who 
holds  the  patent  to  the  laser  system. 

Then  there's  Mizlou  Communica- 
tions. The  story:  Mizlou  is  planning  a 
24-hour  sports  news  program  for  cable 
television.  Mizlou's  Sports  News 
Network,  or  snn,  is  slated  to  debut  in 
November,  with  everything  from  dai- 
ly scores  to  scouting  reports,  injury 
updates  and  weather  forecasts.  Miz- 
lou sells  on  the  o-t-c  market  in  units 
that  include  6  shares  of  stock  and 
warrants  to  buy  an  additional  12 
shares.  The  units  jumped  from  $6  in 
April  to  a  high  of  $55. 

Can  this  be  the  same  company  that 
lost  money  consistently  on  television 
specials  such  as  the  Senior  Bowl  and 
Bluebonnet  Bowl?  One  and  the  same. 
Mizlou's  price  rise  also  flies  in  the 
face  of  an  earlier  venture  run  by  Miz- 
lou founder  Vincent  Piano.  The  ven- 
ture, called  Mizlou  Programming, 
was  delisted  from  the  Nasdaq  in  1987 
for  insufficient  shareholders'  equity. 

From  the  over-the-counter  market, 
the  story  stock  phenomenon  has 
spread  to  other  exchanges,  at&e,  the 
Dick  Tracy  watch  company,  trades  on 
the  American  Stock  Exchange,  where 
it  has  a  staggering  market  capitaliza- 
tion of  $121  million.  Do  the  funda- 
mentals warrant  such  enthusiasm? 
On  revenues  of  $15  million  the  past 


seven  years,  at&e  has  accumulated 
losses  of  $50  million.  Investors  are 
buying  the  story  that  at&e  will  build 
a  worldwide  paging  network  around 
its  watch.  Officially  known  as  the 
"Receptor  Message  Watch,"  it  is  to  be 
manufactured  by  Japan's  Hattori 
Seiko  Co.  (see  story,  p.  92). 

Investors  got  their  first  glimpse  of 
the  MessageWatch  in  action  at 
at&e's  annual  meeting  in  August. 
But  at&e  must  still  test  market  the 
system  before  Seiko  rolls  out  produc- 
tion, which  means  the  MessageWatch 
won't  be  available  until  at  least  the 
middle  of  next  year.  There  is  muscu- 
lar competition  to  contend  with  as 
well.  Sometime  before  the  end  of  the 
year,  Motorola,  the  country's  leading 
maker  of  cellular  phones  and  pagers, 
plans  to  test  market  a  wristwatch 
pager  of  its  own  that  is  compatible 
with  existing  paging  systems. 

The  prevalence  of  story  stocks  gets 
the  professional  short-selling  commu- 
nity drooling.  Many  of  these  stocks 
have  large  short  interests,  which 
means  that  they  make  a  dangerous 
playground:  A  bit  of  good  news  could 
cause  a  short  squeeze  and  send  the 
prices  skyrocketing;  bad  news  could 
send  them  skidding  to  the  basement. 
"It's  the  equivalent  of  speculation  on 
the  short  side,"  says  Debra  Joseph  Di- 
amond, president  of  T.  Rowe  Price's 
New  Frontier  Fund. 

This  is  not  to  say  that  one  or  two  of 
these  story  stocks  may  not  work  out 
well  for  patient  investors.  But  few  ot 
them  will,  and  when  story  stocks 
start  hitting  epidemic  proportions — 
as  they  seem  to  be  doing  today — it's  a 
reliable  sign  that  the  whole  market  is 
getting  speculative.  ■ 
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Commercial  banks,  computers  and  othei" 
forms  of  competition  are  moving  power- 
fully into  the  investment  banking  business. 
Could  be  bad  news  for  Wall  Street. 

Tough  new  kid 
on  the  block 


By  Marcia  Berss 
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organ  Stanley  sure  looks 
like  a  cheap  stock,  at  only  8.7 
times  earnings.  Merrill 
Lynch  and  Bear,  Stearns  are  trading  at 
even  lower  multiples. 

Maybe  the  stocks  are  bargains, 
maybe  not.  In  evaluating  a  stock,  in- 
vestors look  more  at  expected  future 
earnings  than  current  ones.  In  the 
case  of  the  brokerage  stocks,  the  mar- 
ket has  some  strong  reasons  for  being 
skeptical  about  the  future.  New  com- 
petition and  technology  are  conspir- 
ing to  take  a  big  bite  out  of  invest- 
ment banking,  the  big  moneymaker 
for  Wall  Street  firms.  Changes  coming 
to  this  industry  are  good  news  for 
corporations  that  need  to  raise  capi- 
tal, good  news  for  investors  who  buy 
their  securities  and  bad  news  for  the 
investment  firms  in  the  middle.  Pre- 
dicts John  Tamagm,  managing  direc- 
tor at  investment  bank  Lazard  Freres: 
"You'll  have  fewer  and  poorer  invest- 
ment bankers  around." 

Investment  banking — underwriting 
public  stock  and  bond  issues,  private- 
ly placing  securities  and  arranging 
mergers  and  acquisitions — is  the  prin- 
cipal source  of  profits  for  most  securi- 
ties firms  today,  according  to  Perrin 
Long  at  Lipper  Analytical  Services. 
He  estimates  that  investment  bank- 
ing, with  pretax  margins  of  35%  and 
up,  is  supporting  other  activities  like 
trading,  where  profits  are  razor-thin, 
and  brokerage,  which  is  languishing. 

Now  consider  recent  events: 

•  In  June  Wall  Street  lost  a  decade- 
long  battle  when  the  Federal  Reserve 
gave  commercial  banks  limited  pow- 
ers to  underwrite  corporate  bonds, 
hitherto  a  protected  preserve  for  in- 
vestment bankers.  One  Fed  member 
called  the  ruling  a  "milestone  in  the 
deregulation  of  the  American  finan- 
cial system."  The  Fed,  having  found  a 
loophole  in  the  Glass-Steagall  Act 
(the  1933  law  that  separates  commer- 
cial banking  from  investment  bank- 
ing), is  expected  to  extend  commer- 
cial banks'  underwriting  privileges  to 
stock  underwritings  in  1990. 

•  In  April  CapitaLink,  a  small  firm 
loosely  affiliated  with  J. P.  Morgan  & 
Co.,  announced  a  system  for  corpora- 
tions to  issue  bonds  directly  to  inves- 
tors, bypassing  the  underwriter.  Capi- 
taLink's  no-frills  service  will  offer 
new-issue,  public,  high-grade  bonds 
via  a  computer  dutch  auction;  it  will 
cost  0.2%  of  the  money  raised,  less 
than  a  third  of  the  commission  an 
underwriter  charges.  Savings  on  a 
midsize  S300  million  debt  deal:  $1.3 
million.  CapitaLink's  target  market  is 
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Doomsday  for  dealmakers? 

Investment  banking  is  a  small  portion  of  revenue  of  Wall  Street  firms  but 
a  large  source  of  net  income.  Competition  is  coming  to  this  lucrative 
business  at  a  time  when  other  lines,  like  retail  trading,  are  languishing. 

Company 

Investment 

banking  revenue 

contribution1 

Latest 

12  months 

EPS 

Price 

P/E 

Beat,  Stearns 

19.9% 

$2.02 

16'/4 

8.0 

Merrill  Lynch 

17.1 

4.14 

34</4 

8.3 

Morgan  Stanley 

45.8 

9.05 

78% 

8.7 

PaineWebber 

18.8 

0.75 

227/s 

30.5 

Salomon  Brothets 

21.7 

1.54 

26% 

17.5 

Shearson  Lehman  Hutton 

27.8 

(0.03) 

21% 

NM 

'Investment  banking  revenue  as  fraction  of  total  revenue,  net  of  interest  expense,  for  fiscal  1988 
NM:  Not  meaningful                                                                                           Source:  Company 

reports 

the  $100  billion  in  high-grade  new 
issues  sold  in  1988,  43%  of  all  public 
corporate  debt.  The  Morgan  bank  will 
begin  marketing  the  system  this  fall. 

Issuers  are  enthusiastic.  Richard 
Culver,  treasurer  of  Westinghouse 
Credit,  says,  "We  think  CapitaLink 
has  a  good  deal  of  potential."  So  do 
investors:  In  April  Metropolitan  Life 
tried  to  cut  out  the  middleman  by 
buying  an  entire  public  debt  deal  di- 
rect from  issuer  Carolina  Power  & 
Light.  Metropolitan  ultimately  aban- 
doned the  bid  on  a  technical  issue,  but 
not  before  sending  tremors  through 
Wall  Street. 

•  The  Securities  &.  Exchange  Com- 
mission is  expected  shortly  to  ap- 
prove a  rule  expanding  private  place- 
ments. In  this  market,  companies  sell 
securities  (usually  bonds)  directly  to 
an  insurance  company  or  pension 
manager.  Corporations  raising  capital 
have,  of  late,  discovered  private  place- 
ments in  a  big  way.  They  now  total 
$181  billion,  or  40%  of  all  corporate 
capital  raised,  against  22%  of  capital 
raised  in  1980,  according  to  idd  Infor- 
mation Services.  Investment  bankers 
are  none  too  happy,  since  their  fees  for 
brokering  such  deals  are  well  below 
those  collected  on  public  bond  issues. 

And  their  fees  are  about  to  get  low- 
er. This  fall  the  sec  will  probably  re- 
lax disclosure  requirements  in  the  pri- 
vate market,  making  it  even  more  at- 
tractive to  issuers  and  buyers.  This 
will  eliminate  red  tape  in  simple  pri- 
vate offerings  and  cut  out  the  middle- 
man banker.  "The  sec  knows  we 
don't  need  them  to  tell  us  what  finan- 
cial information  we  need  to  make  an 
investment  decision,"  says  Richard 
Yorks  of  Prudential  Insurance,  the  na- 
tion's biggest  holder  of  private  place- 
ments, with  $30  billion.  As  a  result, 
"you  may  not  need  an  investment 
banker  to  do  these  deals,"  says  David 
Marks,  senior  vice  president  at  Cigna 
Investment  Group,  another  big  pri- 


vate placement  investor. 

The  fattest  middlemen's  margins 
are  in  the  public  underwriting  of  com- 
plex or  riskier  securities,  including 
junk  bonds  and  common  stock.  There 
the  middleman's  spread  is  3%  of  the 
offering  amount,  up  to  7%  for  initial 
public  offerings.  Commercial  banks 
covet  this  business.  The  June  Federal 
Reserve  action  permits  commercial 
banks  to  underwrite  corporate  debt, 
provided  they  set  up  separate  invest- 
ment banking  subsidiaries  and  limit 
underwriting  to  5%  of  the  unit's  reve- 
nue. Four  banks — Bankers  Trust, 
Chase  Manhattan,  Citicorp  and  J.P. 
Morgan — are  establishing  such  opera- 
tions. The  ruling  is  expected  to  be 
extended  to  more  lucrative  stock  un- 
derwriting next  year.  As  these  banks, 
with  the  connivance  of  their  regula- 
tors, push  the  outer  limits  of  Glass- 
Steagall,  they  increase  the  pressure  on 
Congress  to  repeal  the  law  altogether. 

In  junk  bond  underwriting,  com- 
mercial banks  have  a  head  start.  They 
typically  lend  60%  of  the  financing  in 
a  leveraged  buyout,  and  it's  a  short 
leap  from  analyzing  the  credit  for  a 
senior  loan  to  analyzing  the  credit  for 
the  more  junior  debt.  And  it  is  the 
latter  that  is  harder  and  thus  more 
profitable  to  sell.  Jerry  Thompson,  ex- 
ecutive vice  president  at  ncnb  Na- 
tional Bank  of  North  Carolina,  was  a 
senior  lender  in  the  recent  rjr  Na- 
bisco buyout.  Says  he:  "We  feel  like 
jerks  when  we  put  up  most  of  the 
money  in  a  deal  and  Mike  Milken  is 
making  $500  million.  We  can  find 
people  to  take  on  risky  paper.  They 
can't  be  hiding  under  rocks." 

As  Wall  Street  has  already  learned 
to  do,  commercial  banks  are  starting 
to  be  equity  players  in  takeover  deals. 
In  June  commercial  bank  Bankers 
Trust  raised  eyebrows  when  it  invest- 
ed $80  million  of  equity  in  Alfred 
Checchi's  $3.7  billion  purchase  of 
Northwest  Airlines.  The  bank  is  also 


an  equity  player  in  James  Goldsmith's 
$20  billion  bid  for  B.A.T  Industries. 
Commercial  banks  have  long  had  the 
right  to  own  up  to  5%  of  voting  stock 
in  an  industrial  corporation  (and  up  to 
25%  of  shareholder  equity).  Only  re- 
cently have  they  exercised  this  right. 
Often,  they  pick  up  equity  kickers 
while  arranging  debt  financing  for  a 
leveraged  buyout. 

In  this  invasion  of  underwriting  and 
equity  participation,  commercial 
banks  are  attacking  the  bread  and  but- 
ter of  investment  bankers,  mergers 
and  acquisitions.  At  the  top  firms, 
50%  to  75%  of  investment  banking 
earnings  comes  from  merger  work. 
Barry  Friedberg,  head  of  Merrill 
Lynch's  investment  banking  group, 
says:  "We  perceive  commercial  banks 
to  be  a  competitive  force  to  be  reck- 
oned with." 

Friedberg  is  being  realistic:  In  the 
past  Wall  Street  tended  to  sneer  at 
banks  as  competitors  in  the  merger 
business.  There  never  was  anything 
in  Glass-Steagall  to  stop  commercial 
banks  from  getting  a  piece  of  the  ac- 
tion. All  that  stopped  them  was  a  per- 
ception that  they  were  too  clumsy. 
The  buy-and-hold  mindset  of  com- 
mercial bankers  was  supposedly  no 
match  for  the  risk-taking  ethos  of  in- 
vestment bankers;  besides,  argued 
Wall  Street,  commercial  banks  won't 
pay  for  talent. 

They  will  now.  In  November  Bank- 
ers Trust  signed  Gerald  Rosenfeld, 
formerly  of  investment  bank  Salomon 
Brothers,  to  a  reported  $2  million-a- 
year,  three-year  contract.  Another  top 
investment  banker  says  a  commercial 
bank  offered  to  top  his  seven-figure 
salary  by  50%. 

"Oct.  19  played  to  the  advantage  of 
commercial  banks,"  notes  Windle 
Priem  of  executive  recruiter  Korn  Fer- 
ry International.  Since  the  crash,  mid- 
level  investment  banking  salaries 
have  been  flat,  while  commercial 
bank  pay  is  up.  Among  middle  manag- 
ers the  investment  bank  salaries  are 
still  better,  but  the  gap  is  narrowing. 
At  entry  level,  the  shift  is  even  more 
dramatic.  At  Harvard's  and  Stanford's 
business  schools,  median  starting  sal- 
aries for  graduates  headed  to  a  com- 
mercial bank  now  exceed  those  at  in- 
vestment banks,  reversing  a  historic 
trend.  Last  year,  Harvard  grads  started 
at  $54,700  at  commercial  banks, 
$50,200  at  investment  banks. 

It  never  happens  overnight,  but  it 
happens  inevitably:  An  abnormally 
profitable  business  attracts  competi- 
tion, and  the  profits  shrink  to  more 
normal  levels.  No,  the  death  knell  of 
Wall  Street  is  not  sounding.  But  the 
glory  days  are  fast  coming  to  an  end.  ■ 
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As  socialism  crumbles  in  Poland,  a  new 
entrepreneurial  class  emerges.  Bogdan 
Chojna  is  typical  of  the  breed. 


Have  I  got 
a  deal  for  you 


By  Katarzyna  Wandycz 


WHERE  THERE  IS  TURMOIL  there 
is  opportunity.  Bogdan 
Chojna  is  a  36-year-old  Polish 
businessman  who  is  making  big  mon- 
ey out  of  the  glaring  contradictions 
that  emerge  with  the  collapse  of  so- 


cialism in  his  native  land.  Chojna  is 
manager  and  co-owner  of  Promotor,  a 
trading  company  based  in  Warsaw. 
How  does  he  make  his  money?  It's 
this  way: 

Millions  of  Poles  have  hard  curren- 
cy stashed  away.  Nobody  knows  how 
much,  but  the  amount  openly  in  bank 


Uins  Nitdenlhjl 


Bogdan  Chojna,  manager  of  Promoter 

Thank  God  for  the  U.S.  dollar. 
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accounts  in  Poland  is  $3  billion,  an( 
experts  think  that's  barely  a  third  o 
the  total.  Where  do  the  dollars  anc 
marks  and  francs  come  from?  Fron 
working  in  Western  countries,  gift 
from  relatives  living  abroad  and  blacl 
market  activity. 

Poles  hang  on  to  this  money  pri 
marily  for  security.  They  were  neve 
interested  in  investing  it  in  anything 
their  old,  discredited  and  corrupt  gov 
ernment  had  to  offer,  but  they  wen 
not  averse  to  a  good  deal.  Chojna  has  i 
good  deal  for  them. 

How  does  Chojna  attract  investors 
"I  don't  have  that  problem,"  he  says 
Newspaper  ads  give  his  trading  com 
pany  visibility,  and  money  follows  b> 
word  of  mouth.  Using  these  dollars 
he  buys  cheap  personal  computers 
from  Taiwan  and  Singapore.  He  began 
doing  this  about  four  years  ago. 

After  taking  delivery  of  the  com 
puters,  Chojna  offers  them  to  Polish 
businesses,  cooperatives  and  private 
individuals.  They  pay  in  zlotys,  while 
most  foreign  computer  sellers  de 
manded  hard  currency.  Thus  the  buy 
er  does  not  have  to  petition  the  cen 
tral  bank  for  hard  currency — a  tedious 
and  often  futile  process. 

Needless  to  say,  Chojna  does  not 
price  his  computers  based  on  the  offi 
cial  rate  for  the  zloty,  currently  1,350 
to  the  U.S.  dollar,-  recently  he  has 
been  figuring  over  10,000  to  the  dol- 
lar. He  also  adds  a  hefty  profit  margin 
The  customers  willingly  pay,  because 
there  isn't  much  they  can  buy  with 
zlotys  anyway,  and  they  would  have 
to  wait  forever  to  get  a  computer  at 
the  official  rate.  Then  there's  this 
Because  the  government  collects  tax- J 
es  on  Chojna's  total  earnings — there- 
by acknowledging  that  his  computers 
have  been  priced  with  the  unofficial 
rate — it  actually  encourages  his  capi- 
talist ways. 

Chojna's  best  year  was  1987.  His 
business  boomed,  in  part  because  he 
was  one  of  a  very  few  offering  com- 
puters for  zlotys,  but  also  because  the 
black  market  rate  was  only  four  times 
the  official  rate.  Chojna's  computers 
cost  him  about  $800.  He  would  then 
mark  them  up  300%,  to  $2,400,  and 
charge  customers  the  equivalent  in 
zlotys  at  a  rate  of  1,000  zlotys  to  the 
dollar  instead  of  the  official  rate  of 
near  250.  At  the  official  rate,  the  com- 
puter might  have  been  worth  200,000 
zlotys,  but  there  were  few,  if  any,  at 
that  rate.  By  paying  Chojna  nearly  2.5 
million  zlotys,  customers  could  have 
the  machine  in  days. 

How  did  Chojna's  investors  make 
out?  With  his  300%  markup  he  could 
be  generous  with  them.  For  every  dol- 
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lar  they  put  in,  they  got  back  around 
2,000  zlotys.  Chojna's  investors  took 
the  zlotys  in  suitcases  to  the  streets, 
where  they  exchanged  them  back  into 
dollars  on  the  black  market.  Even  at 
the  black  market  rate  they  ended  with 
about  twice  as  many  dollars  as  they 
put  in.  Each  transaction,  round-trip, 
took  a  bit  over  two  months,  meaning 
that  an  investor  could  turn  over  five 
deals  a  year.  They  could  and  some- 
times did  make  as  much  as  a  2,000% 
return  on  their  first  investment.  The 
year  1988  wasn't  quite  as  good.  They 
made  less  than  1,000%  that  year. 

But  things  have  gotten  so  dismal  in 
Poland  that  even  Chojna's  business  is 
going  bad.  The  government  no  longer 
tries  to  maintain  one  official  ex- 
change rate,  and  the  value  of  the  zloty 
has  been  deteriorating  rapidly.  It  was 
pegged  at  6,000  to  the  dollar  in  June 
and  at  over  10,000  to  the  dollar  in 
September.  With  prices  rising  at  a 
300%  annual  rate,  a  businessman  has 
to  move  fast  to  make  a  profit.  Chojna 
says  he  loses  potential  profits  be- 
tween the  time  he  and  a  buyer  agree 
on  a  price  and  the  time  he  actually 
gets  paid — a  period  of  two  months  or 
more.  If  he  figures  his  prices  based  on 
10,000  zlotys  for  the  dollar,  the  dollar 
may  cost  12,000  zlotys  or  more  by  the 
time  he  gets  paid.  Hyperinflation  is 
like  that. 

Meanwhile,  others  have  gotten  into 
the  game.  Competition  has  pushed 
down  prices.  Chojna  can  no  longer 
mark  his  prices  up  by  300%.  Polish 
companies  are  no  longer  willing  to 
pay  so  much  for  a  computer.  They 
look  for  bargains.  That's  capitalism. 

Chojna,  a  graduate  of  three  faculties 
at  the  University  of  Warsaw,  is  one  of 
the  first  of  the  new  Polish  capitalists. 
He  employs  about  25  people  in  real 
jobs,  not  in  the  kind  of  make-work 
paper-shuffling  that  passes  as  work  in 
socialist  economies.  "Now  there  are 
thousands  of  similar  companies  in 
Warsaw  alone  competing  with  me," 
says  Chojna.  This  year  Chojna  can 
offer  investors  a  measly  50%  annual 
return  on  their  money.  Soon,  he 
knows,  by  the  iron  laws  of  free  enter- 
prise, the  profit  will  vanish  entirely. 

But  Chojna  is  not  dismayed.  He  has 
become  a  sales  agent  for  Western 
companies  importing  goods  into  Po- 
land. Among  his  clients  is  Madag,  a 
Swiss  producer  of  knitting  equip- 
ment. Chojna  himself  has  started  im- 
porting Western-made  goods — any- 
thing from  copiers  and  vcrs  to  knit- 
ting yam — by  the  containerload,  and 
selling  them  to  Polish  consumers  for 
whatever  currency  they  have. 

Is  what  he  is  doing  legal?  At  this 
point  that  is  by  no  means  clear.  But 


even  the  government  recognizes  that 
getting  goods  into  the  country  and 
providing  jobs  is  more  important  than 
enforcing  socialist  orthodoxy. 

As  a  capitalist,  Chojna  drives  a  new 
Volvo,  and  vacations  in  one  of  Po- 
land's oldest  ski  resorts.  Some  of  his 
fellow  countrymen  may  resent  him  as 
a  profiteer,  but  Chojna  works  a  lot 
harder  than  most  of  them  do.  This 
year  he  may  have  to  pass  up  his  usual 


skiing  vacation.  "Now  the  situation 
in  the  market  changes  rapidly,  and 
you  may  have  a  change  in  the  profile 
of  the  business  practically  overnight," 
he  says.  "You  have  to  be  flexible." 

Is  Chojna  giving  up  on  his  computer 
business?  Not  at  all.  Recently  he  in- 
troduced it  to  the  Soviet  Union.  The 
business  culture  there,  says  Chojna, 
"is  very  much  like  it  used  to  be  in 
Poland  in  the  early  1980s."  ■ 


The  Mexico  debt  deal  may  force  our  big 
banks  to  further  boost  reserves.  The  stock 
market  will  probably  yawn. 

What  are  they 
waiting  for? 


By  Patrice  Duggan 


Seven     of     America's     largest 
banks  may  soon  take  major  hits 
in  the  form  of  further  reserves 
against  Latin  American  loans. 

The  banks'  July  agreement  to  re- 
duce Mexico's  foreign  debt  gives  Mex- 


ico much-needed  relief.  But  it  values 
the  Mexican  loans  at  only  65  cents  on 
the  dollar. 

Mexico  is  one  of  the  best  credit 
risks  among  Latin  debtors.  If  Mexican 
paper  is  worth  65  cents  on  the  dollar, 
Brazilian  paper,  to  say  nothing  of  Ar- 
gentinean, should  be  worth  less.  The 


David  Burnett/Contact 


Citicorp  Chairman  John  Reed 
Will  he  take  the  lead  again? 
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major  banks  have  already  made  mas- 
sive additions  to  their  loan  loss  re- 
serves, but  these  cover  only  about  30 
cents  on  the  dollar.  Many  analysts 
suggest  the  banks  should  boost  re- 
serves to  50  cents  for  each  dollar  they 
have  lent  to  less  developed  countries. 

Officially,  the  banks  are  mum,  but 
at  least  in  one  major  U.S.  bank,  in- 
creased reserves  are  now  being  debat- 
ed. Europeans  have  already  made  the 
move.  British  banks,  for  instance,  re- 
cently upped  their  reserves  to  50%. 

Some  banks  may  be  waiting  for 
Citicorp  to  make  the  first  move.  It 
was  Citicorp  Chairman  John  Reed 
who  shook  the  banking  world  2Vi 
years  ago  when  he  announced  that 
Citicorp  was  adding  $3  billion  to  re- 
serves against  its  $15  billion  ldc  loan 
portfolio.  The  move  wiped  out  Citi- 
corp's 1987  earnings.  Will  Reed  once 
again  take  the  lead?  He  isn't  saying. 

What  do  the  big  banks  stand  to 
lose?  It  varies.  Increasing  reserves 
against  all  Latin  loans  even  to  35% 
would  cost  Manufacturers  Hanover 
$900  million,  Citicorp  almost  $500 
million  and  Chemical  $370  million. 
The  other  big  U.S.  banks  already  hold 
reserves  of  30%  or  more. 


What  next? 


To  boost  reserves  to  50%,  most 
banks  would  have  to  take  a  big  hit. 


U.S.  banks 
with  largest  loans  Loans     Loan-loss 

to  developing  nations         ($bil)*     reservest 


Citicorp 


$8.85 


29% 


BankAmerica 


7.40 


33 


Manufacturers  Hanover       6.80 


22 


Chase  Manhattan 


6.40 


30 


Chemical 


4.60 


27 


JP  Morgan 


3.30 


31 


Bankers  Trust 


3.11 


32 


"Medium-     and     long-term     loans     as     of 
6/30/89.    tAs  a  percentage  of  those  loans. 

Source  Keefe,  Bruyene  €-  Woods,  Inc 


But  the  secondary  market  for  Latin 
loans  suggests  that  the  banks  should 
hold  reserves  of  at  least  50%.  If  the 
top  seven  U.S.  money-center  banks 
were  to  follow  the  Europeans  and  in- 
crease Latin  reserves  to  that  level,  the 
impact  on  both  earnings  statements 
and  capital  would  be  severe. 

However,  the  effect  on  the  stock 
market   might  be  modest  on  most 


banks.  The  market  already  discounts 
big  bank  stocks  for  foreign  loan  losses 
far  higher  than  the  banks  have  provid- 
ed for.  Thus,  while  the  market  has  an 
average  price-to-earnings  ratio  of  14, 
and  price-to-book  value  of  2.8,  Citi- 
corp and  Bankers  Trust  each  have  p/e 
ratios  of  6  and  price-to-book  ratios  of 
1.2.  "Banks'  stocks  have  sold  at  noto- 
riously low  multiples  for  years,  and 
part  of  it  is  exactly  this  Latin  loan 
problem,"  says  Drexel  Burnham  Lam- 
bert analyst  Lawrence  Cohn. 

Just  last  month  the  Philippines 
reached  a  debt  reduction  package 
with  its  foreign  banks.  Other  coun- 
tries are  pressing  for  similar  conces- 
sions. It  is  probably  only  a  matter  of 
time  before  banks  adjust  their  books 
accordingly.  The  stock  market  proba- 
bly won't  much  care.  Moreover,  so  far 
as  capital  adequacy  is  concerned, 
loan-loss  reserves  are  counted  as  part 
of  a  bank's  primary  capital.  So  why 
haven't  the  banks  acted  already?  In 
part  because  doing  so  might  encour- 
age debtor  nations  to  demand  further 
concessions.  In  part  because  of  a  natu- 
ral human  reluctance  to  face  up  to  the 
consequences  of  mistakes. 

Facts,  however,  are  facts.  ■ 


Ford  romances  Saab.  Genial  Motors 
dates  Toyota.  Chrysler  plans  a  fling  with 
Renault.  Care  to  dance? 


Make  love, 
not  war 


By  Jerry  Flint 


F|  ROM  Melbourne  to  Stock- 
holm, from  Tokyo  to  Detroit, 
auto  companies  are  cruising  for 
partners.  Today's  steamiest  mating 
dances  are  in  Europe,  the  latest  being 
Saab-Scania's  overtures  to  attract  an 
equity  investment  from  Ford.  Saab  is 
losing  money  in  its  car  business.  Ford 
wants  to  strengthen  its  higher-priced 
car  lines  and  get  a  piece  of  the  suc- 
cessful Scania  truck  line. 
Several    automakers    have    made- 


passes  at  Britain's  luxurious  Jaguar, 
and  they  may  again  if  the  British  gov- 
ernment gives  a  signal  that  Jaguar  is 
up  for  grabs.  Then,  of  course,  there  is 
Fiat,  which  last  year  swooped  up  Alfa 
Romeo  to  keep  the  sporty  little  Italian 
carmaker  out  of  Ford's  clutches.  Now 
Fiat  flirts  with  Chrysler,  the  only  U.S. 
car  company  without  a  major  subsid- 
iary in  Europe. 

In  the  auto  world,  the  most  mean- 
ingful relationships  tend  to  be  stock 
ownership  arrangements,  like  Ford's 
25%  equity  stake  in  Japan's  Mazda 


Motors. 

Detroit's  ties  to  Asian  automakers 
proliferated  in  the  mid-1980s,  when 
gm,  and  to  some  degree  Ford  and 
Chrysler,  decided  to  rely  on  the  Japa- 
nese and  Koreans  for  new  small  cars 
instead  of  building  them  in  the  U.S. 
These  include  gm's  Geo  line,  Chrys- 
ler's Dodge  Colt  models  and  Ford's 
Festiva. 

A  decade  ago  experts  were  con- 
vinced that  global  overcapacity  would 
drive  some  auto  companies  to  the 
graveyard.  But  instead  of  dying,  the 
world's  auto  companies  are  dating.  By 
pooling  resources,  they  improve  their 
chances  for  surviving  in  a  murderous- 
ly competitive  market. 

Like  all  partnerships,  those  be- 
tween the  automakers  pose  some 
problems.  One  clear  danger  is  that 
American  automakers  will  let  them- 
selves become  overly  dependent  on 
their  foreign  partners  and  abandon 
certain  fields  of  technological  know- 
how,  gm  doesn't  build  its  own  small 
car  in  the  U.S.,  Chrysler  hasn't  done 
any  serious  reworking  of  its  small  cars 
for  over  a  decade,  and  Ford's  next 
small  car  will  be  a  Mazda  derivative. 
Should  gasoline  prices  spurt  again, 
Detroit  will  be  caught  once  more 
without  a  technologically  up-to-date 
small  car  of  its  own. 

Some  links  between  auto  compa- 
nies are   more  marriages  of  conve- 
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Honolulu  is  closer  than  ever 
for  frequent  flyers. 


9      f 


America  West's  frequent  flyer  program,  FlightFund,™  is  now 
letter  than  ever.  As  a  member,  you  can  earn  free  trips  to  the 
vorld's  most  exciting  cities,  surprisingly  fast 

After  only  30,000  miles  you  could  be  on  your  way  to  the  sun, 
urf  and  balmy  breezes  of  Honolulu  on  America  West's  luxurious 
747  Birds  of  Paradise.  Our  Hawaii  service  starts  November  16. 

Or  you  can  experience  the  charm  of  Paris,  London,  Geneva, 
I  \msterdam,  Brussels  and  Frankfurt*  If  you  prefer  the  exotic  East, 
:  ^tFund  Awards  can  get  you  to  bustling  Tokyo,  Hong  Kong  and 
;  Singapore.*  *  Naturally,  you  can  also  use  your  FlightFund  Awards 
1  o  visit  any  of  the  more  than  50  cities  we  serve  on  the  mainland 
IS.  and  in  Canada. 

Once  you  join  you'll  also  be  eligible  for  Upgrade  Awards  and 
tonus  Mileage  when  you  fly  First  Class,  Business  Class  or  Full- 
:are  Coach.  And  even  your  shortest  trip  will  earn  you  at  least 
750  FlightFund  miles.  What's  more,  you  don't  have  to  write  us  to 
equest  your  awards.  After  you  reach  the  20,000-mile  level,  your 
iward  certificates  will  be  sent  to  you  automatically. 

To  join  America  West's  new  FlightFund  and  get  more  from 


wAmericaW^stFlightFund 

What  we  serve  is  you." 


your  travel  dollar,  just  fill  out  the  coupon.  And  see 
how  far  you  can  go  when  you  apply  yourself. 

•With  FlightFund  Award  partner  Air  France.  "With  FlightFund  Award 
partner  Singapore  Airlines. 

I 

Join  America  West's  FlightFund. 

Sign  and  complete  the  membership  application  below. 

NOTE:  If  you  will  be  traveling  within  the  next  six  ( 6 )  weeks, 
pick  up  your  application  with  an  instant  account  number  at  the 
America  West  ticket  counter.  spfmi 

□  Mr.     □  Mrs.     □  Ms. 

Name 


First 


Middle  Initial 


Last 


Company  Name 

(if  company  address) 

Please  send  mail  to:  □  Home 

Address 


□  Business    (Check  one) 


City 


State 


Zip/Postal  Code 
Daytime  Phone . 

Signature 


Country 


Area  Code  +  Number 


Mail  to:  The  FlightFund  Service  Center 

P.O.  Box  93021,  Long  Beach,  CA  90809  3021 

FlightFund  program  may  change  without  notice  at  the  discretion  of 
■   America  West  Airlines. 


_l 


;  1989  America  West  Airlines 


Isuzu  (Japan) 


40% 


Suzuki  (Japan) 


5% 


Daewoo  Motor  Co  Ltd 

(Korea) 


50% 


50/50  joint  venture  to 
make  cars  with  Toyota 

(Australia) 


General  Motors 


100% 


50/50  joint  venture  to 

make  cars  with  Toyota 

(California) 


Lotus  (Britain) 


50/50  joint  venture  to 
make  utility  vehicles 
with  Suzuki  (Canada) 


24% 


Volvo-GM  Heavy 
Truck  Corp 

(North  Carolina) 


The  mating  game 

General  Motors  leads  the  way 
in  picking  up  foreign  partners, 
but  Ford  and  Chrysler  are  on 
the  dance  floor,  too.  Now  all 
eyes  are  on  Sweden's  prized 
Saab-Scania. 


Kia  Motors  (Korea) 


10% 


Mazda  (Japan) 


25% 


Ford 


100% 


Joint  venture  to  make 

minivans  with  Nissan 

|Ohio) 


49%  Autolatina  joint 

venture  to  make  cars 

with  Volkswagen 

(Brazil) 


Aston  Martin  Lagonda 

(Britain) 


Ownership  stake  under 

discussion  with  Saab 

(Sweden) 


22% 


Mitsubishi  Motors 

(Japan) 


Ownership  stake 
Joint  venture 
Other  agreements 


Chrysler 


50/50  joint  venture  to 

make  cars  with 
Mitsubishi  (Illinois) 


Hyundai  to  make  cars 
in  Canada  for  Chrysler 


100% 


Lamborghini  (Italy) 


16% 


Maserati  (Italy) 


Chrysler  to  sell 

Alfa  Romeos  in  the 

US  for  Fiat 


50/50  joint  venture 
to  make  jeeps  with 

Renault 
(locations  unknown) 


nience  than  true  love.  Take,  for  in- 
stance, the  link  between  General  Mo- 
tors and  Toyota,  the  world's  third- 
largest  auto  company,  cm  and  Toyota 
have  a  joint  venture  to  make  cars  in 
Fremont,  Calif,  and  Melbourne,  Aus- 
tralia. But  the  two  companies  contin 
ue  to  be  rivals,  even  within  the  joint 
ventures.  When  Toyota  needed  gm's 
approval  to  produce  trucks  at  the  Fre- 
mont plant  recently,  gm  stalled  for 
months.  The  okay  eventually  came, 
but,  rumor  has  it,  only  after  Toyota 
agreed  to  make  price  concessions  on 
the  cars  the  Fremont  plant  was  build- 
ing for  GM. 

So  far,  Chrysler's  most  important 
foreign  tie  is  its  ownership  stake  in 
Mitsubishi.  Mitsubishi's  steady  sup- 
ply of  hundreds  of  thousands  of  six- 
cylinder  engines  kept  Chrysler  in  the 
performance  race  the  past  few  years. 
Chrysler  and  Mitsubishi  also  co- 
designed  a  sports  coupe  (Eclipse  for 
Mitsubishi,  Lasf  for  Plymouth)  that 
the  two  are  buildi,  g  in  a  joint  venture 


plant  in  Illinois. 

Ford  is  stepping  out  a  bit  on  its 
Japanese  partner,  Mazda,  by  romanc- 
ing Nissan.  Ford  is  spending  up  to  $1 
billion  to  expand  a  plant  near  Cleve- 
land to  build  a  minivan  that  is  being 
designed  by  Nissan.  Both  companies 
will  market  the  final  product.  Nissan 
and  Ford  also  have  been  playing  foot- 
sie in  Australia,  where  the  two  com- 
panies currently  exchange  utility  ve- 
hicles. There  has  been  talk  of  a  Ford- 
Nissan  venture  in  Europe,  as  well. 
Will  the  Ford-Mazda  relationship  suf- 
fer? Probably  so.  But  that's  the  nature 
of  the  mating  game:  Everybody  plays 
the  field. 

Chrysler  has  its  eyes  on  Europe 
these  days.  After  all,  Ford  and  gm  are 
making  more  profit  on  their  massive 
European  car  operations  than  they  do 
in  the  U.S.  (Forbes,  Mar.  20);  Chrysler 
has  no  car  production  in  Europe.  After 
problems  developed  with  a  joint  ven- 
ture with  Maserati,  Chrysler  gave  up 
an  option  to  buy  control  of  the  Italian 


sports  car  maker.  Chrysler  did  buy 
Lamborghini,  another  Italian  maker 
of  high-priced  exotic  cars,  which 
may — or  may  not — turn  out  to  be 
profitable.  But  don't  write  off  Chrys- 
ler in  Europe.  By  buying  amc  two 
years  ago,  Chrysler  inherited  a  rela- 
tionship with  France's  Renault.  The 
two  plan  to  build  a  tiny  Jeep,  with 
Chrysler  assembly  in  the  U.S.  and  Re- 
nault rolling  the  product  out  on  the 
Continent. 

The  Euro-mate  of  Chrysler's 
dreams,  however,  is  Fiat.  Currently, 
the  only  Chrysler-Fiat  venture  is  a 
marketing  agreement:  Chrysler  is  to 
sell  Fiat's  Alfa  Romeo  line  in  the  U.S. 
The  fact  is,  Chrysler  Chairman  Lee 
Iacocca  needs  European  partners,  and 
Fiat's  Giovanni  Agnelli  needs  all  the 
help  he  can  get  to  hold  off  the  Japa- 
nese on  the  Continent.  Long-term  al- 
liances have  been  built  on  less.  Auto- 
men  aren't  the  first  to  find  that  mak- 
ing love  is  generally  preferable  to 
making  war.  ■ 
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YESTERDAY 
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Pyrament'  Cement 


Pyrament  Cement: 
The  New  Building  Material 


Yesterdays  Model  T  became  todays  modern  automobile. 

Yesterdays  concrete  took  days  to  cure.  Todays  Pyrament 
cement  concrete  takes  hours.  Pyrament  concrete  is  ready 
for  highway  traffic  in  four  hours  and  is  twice  as  strong 
as  portland  concrete. 

Pyrament  cement — 
tomorrow's  building  material  available  today. 


LONESTAR^T 

Lone  Star  Industries,  Inc. 

One  Greenwich  Plaza 
Greenwich,  Connecticut  06836 
(713)875-5005 
Telex:  996446 


*  Pyrament  a  a  registered  trademark  of  Lone  Star  Industrie,  Inc 
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"The  Glenlivet  is  Scotch  the  way 
it  was  originally. 
Indeed,  it  is  the  father  of  all  Scotch: 


—Sandy  Milne. 
Stillman  &  Resident  Sage. 


•*... The  Glenlixet  is  respected  as 
the  most  elegant  of  whiskies...  its 
palate  clean  but  sweet;  its  finish  a 
soothing  caress. 

—Michael  Jackson. 
The  World  Guide  to 


Whisky 


I 


.n  the  early  19th  century,  His  Majes- 
ty's Government,  as  governments  are 
wont  to  do,  was  levying  whopping 
great  taxes  on  whisky.  The  Scots,  on 
the  other  hand,  believed  it  was  their 
inalienable  right  to  make  whisky,  and 
taxes  be  damned. 

The  result  was  a  land  awash  in 
illicit  stills,  all  making  what  we  now 
know  as  single  malt  whiskies.  There 
was  even  a  still  bubbling  away  under 
the  Tron  Church  in  Edinburgh's 
High  Street. 


Mercy! 

The  Government,  as  govern- 
ments are  not  so  wont  to  do. 
eventually  came  to  its  senses. 
In  the  Act  of  1823,  the  tax  was 
mercifully  reduced. 

The  following  year,  George 
Smith,  maker  of  The  Glenlivet, 


The  Glenlivet  Distillery,  in  the 
quiet  of  the  Banffshire  Highlands. 


*  *  (The  Glenlivet}  is  worth  all  the 
wines  of  France  for  flavour  and  . 
more  cordial  to  the  system  beside. 

—Sir  Walter  Scott, 
St.  Ronan's  Well. 


went  straight.  He  applied  for,  and  r 
ceived,  the  first  licence  under  the  / 
legally  distill  whisky  in  the  Highlat 
So  it  was  that  The  Glenlivet 
single  malt  Scotch  whisky  bee 
known  as  the  father  of  all  Sco 
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Foxing  the  foxes 

It  having  been  discovered 

the  distillery  ducks  were 

being  eaten  by  non-disulle 

foxes.  The  Glenlivet  opened 

miniature  'distillery"  in  1988 


1 


ly  house  its  ducks.  The  ducks  do 
appear  particularly  grateful. 

The  world's  biggest 
classical  concert? 

du  happen  to  be  in  Scotland  next 
just,  do  come  to  The  Glenlivet  Fire- 
'ks  Concert  at  the  Edinburgh  Festi- 
Last  time  around,  over  200,000 


*  •  No  excuse  is  needed  for  giving 
his  whisky  pride  of  place  among 
he  malts,  for  The  Glenlivet  has 
been  the  prince  of  whiskies  for  over 

i  hundred  years.  ** 
-R.J.S.  McDawall 
The  Whiskies  of  Scotland, 
New  Amsterdam  Books/ 
The  Meredith  Press. 
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What  is  a  single  malt  Scotch? 
And  should  you  give  a  hoot? 

A  single  malt  is  Scotch  the  way  it 
was  originally:  one  single  whisky, 
from  one  single  distillery.  Not, 
like  most  Scotch  today,  a  blend  of 
many  whiskies. 

The  taste  of  a  single  malt  can 
range  from  light  and  sweet  all  the 
way  to  pungent  and  earthy. 

The  Scotch  that  most  Ameri- 
cans drink  is  blended  whisky,  a 
more  recent  invention.  It  is 
mostly  less-flavourful  grain 
whisky  with  single  malts  added 
as  a  "top  dressing"  to  give  the 
blend  character  and  flavour. 

Blended  whisky  is  therefore 
like  a  mixture  of  wines  from 
different  vineyards.  A  single  malt 
whisky  like  The  Glenlivet,  on  the 
other  hand,  should  be  compared 
to  a  chateau-bottled  wine. 


0Xt 

GLENLIVET 

AGED  12  YEARS 


The  Glenlivet. 
The  Father  of  All  Scotch. 


people  came.  They  seemed  to  get  a 
big  bang  out  of  it.  (Sorry  about  that.) 


Our  Little  Story 

We  have  lying  about  a  supply  of  a 
slim  hard-bound  volume  tided 
"The  Glenlivet,"  being  the  Annals  of 
The  Glenlivet  Distillery  founded  by 
George  Smith  in  1824.  If  you  would 
like  a  copy,  snip  out  this  coupon 
and  send  it  to  us.  Please  include  a 
cheque  or  money  order  for  $3  to 
cover  our  expenses. 


r 


The  Glenlivet®  BookJASP  Inc. 
PO.  Box  4073,  Ronks,  PA  17573 

Please  send  me  a  copy  of  your  book, 
"The  Glenlivet."  I  enclose  a  cheque  or 
money  order  for  $3. 


Name. 


Address . 


L 


City/State/Zip 

Allow  six  to  eight  weeks  for  shipment. 
Ofler  may  be  withdrawn  without  pnor  notice. 


©196*3  Imported  by  The  Glenlivet  Distilling  Company  NY. NY  12-year-old  single  malt  Scotch  whisky  Ale.  43%  by  vol  (86  proof)  The  Glenlivet  is  a  registered  trademark 


Overleveraged  companies  often  stay  afloat 
by  selling  assets.  Bob  Price  may  be  running 
out  of  things  to  sell  profitably. 

Heavy,  heavy 
hangs  the  debt 


By  John  H.  Taylor 


Bob  Price  is  like  the  guy  in  the 
old  joke.  "Cheer  up,  things 
could  be  worse,"  his  friend 
tells  him.  So  he  cheered  up,  and  sure 
enough,  things  got  worse. 

Price  is  chief  executive  officer  of 
Price  Communications,  a  smallish 
owner  of  radio  and  tv  stations  that  is 
chiefly  distinguished  by  its  debt  load 
and  negative  net  worth — $350  million 
in  long-term  debt,  and  a  stockholders' 
deficit  of  $137  million.  Just  last 
month  the  57-year-old  former  deputy 
mayor  of  New  York  City  was  criss- 


crossing the  country  to  inform  poten- 
tial investors  that  things  were  just 
fine  at  his  $100  million  (revenues) 
New  York-based  company. 

Only  things  weren't  fine.  Interest 
payments  consumed  half  of  Price's 
revenues  for  the  first  six  months  of 
1989.  Price  lost  $15  million,  or  $1.66  a 
share,  during  that  time. 

Not  to  worry,  promised  Price  at  a 
series  of  road  shows  last  month.  Price 
was  out  promoting  a  $50  million  of- 
fering of  convertible  senior  subordi- 
nated debentures.  If  the  offering  sells 
out,  the  company's  long-term  debt — 
most  of  it  junk  bonds — will  come  to 


Hob  Price  chief  executive  officer  of  Price  Communications 
Cheer  up,  things  could  be  worse. 


$400  million.  That  is  more  than 
Price's  total  revenues  over  the  last  4 m 
years.  Price  declined  to  talk  with 
Forbes,  on  the  grounds  that  the  offer- 
ing was  still  in  registration  as  this 
story  went  to  press. 

Founded  by  Bob  Price  in  1982,  the 
company  has  zealously  pursued  a 
novel  strategy  for  growth.  Price  bor- 
rows heavily  to  buy  television  and 
radio  stations  in  second-  or  third-tier 
markets  oh  the  premise  that  he  can 
quickly  increase  their  operating  cash 
flow  and  then  sell  them  for  a  profit. 
To  cover  Operating  deficits  in  the 
meantime,  he  trades  securities  and, 
when  necessary,  sells  a  station  or  two. 

Unfortunately,  prices  for  many  me- 
dia properties  are  falling.  Television 
stations  that  were  selling  for  13  to  15 
times  operating  cash  flow  two  years 
ago  now  fetch  around  11  times  cash 
flow.  This  puts  Price  in  a  bind.  He  is 
running  out  of  things  to  sell.  In  its 
heyday,  Price  Communications 
owned  18  radio  stations  and  10  tv 
stations.  Now  it  has  6  radio  stations 
and  3  television  stations,  most  of 
them  in  out-of-the-way  locations  like 
Beaumont,  Tex.  and  Fort  Wayne,  Ind. 

Four  other  tv  stations  were  in  the 
process  of  being  sold  last  month  in  a 
deal  that  Price  Communications  par- 
tially financed.  The  sales  price  was 
listed  as  $120  million,  but  it's  hardly 
an  arm's-length  price.  Price  took  $50 
million  in  preferred  stock  and  kept 
10%  of  the  company  buying  the  sta- 
tions. One  of  Price's  largest  share- 
holders took  another  40%,  and  a  com- 
pany headed  by  a  former  Price  execu- 
tive took  another  12%. 

Short-sellers  have  been  swarming 
all  over  the  stock  for  years.  As  of  Aug. 
15,  the  short  position  was  1  million 
shares,  a  large  number  in  a  company 
with  only  9.2  million  shares  out- 
standing. So  far  Price  has  kept  the 
shorts  at  bay,  using  proceeds  from 
debt  offerings  to  buy  back  more  than 
$100  million  in  stock  over  the  last  3  Vi 
years.  Price  told  a  group  of  money 
managers  recently  that  he  wanted  to 
"destroy  the  shorts." 

Price  has  his  supporters.  A  New 
York  investment  firm  headed  by  Ro- 
hit  Desai  owns  17.5%  of  Price's  com- 
mon and  backs  Price  all  the  way.  Ana- 
lyst Kenneth  Berents  of  Wheat,  First, 
Butcher  &  Singer  is  also  bullish.  Says 
Berents,  "I  think  Bob  Price  is  a  great 
portfolio  manager.  He'll  never  show 
any  earnings,  but  he's  been  able  to  sell 
his  stations  at  good  profit." 

Berents'  faith  is  touching,  but  the 
company's  own  financial  statements, 
and  even  the  very  prospectus  Price 
has  been  using  to  sell  the  bonds,  are 
hardly  reassuring. 
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WE  DO  BUSINESS 
ONLY  ONE  PLACE. 


With  major  offices  in  North  America,  Europe,  Australia  and  Asia, 
we  provide  clients  with  opportunities  everywhere  in  the  world.  So 
whether  you  want  to  raise  capital,  merge,  acquire  or  divest,  either 
domestically  or  internationally,  keep  one  thought  in  mind. 

At  Salomon  Brothers  our  willingness  to  go  to  the  ends  of  the  earth 
for  our  clients  isn't  simply  a  figure  of  speech. 


Salomon  Brothers 


Solomon  Brothers  Inc  —  Member  of  SIPC 


"ibu  can  reach  m 
UPSthanyoud 


All  the  telephone  cable  on 
earth  can't  connect  you  with  as 
many  people  as  UPS  can. 

Fact  is,  UPS  International 
Air  service  now  reaches  nearly 
four  billion  persons  worldwide. 

That's  more  than  double 
the  number  reachable  by  phone. 
And  a  powerful  demonstration 
of  UPS's  global  capabilities. 

Today,  175  countries  and 
territories  are  served  by  UPS. 
With  Electronic  Customs  Pre- 
Alert  to  speed  your  deliv- 
ery over  international  borders. 
Computerized  tracking  for 
quicker  inquiry  response.  And 
never  a  surcharge  for  out-of- 
the-way  places. 

(After  all,  Ponape  or  Mau- 
ritius may  be  out  of  the  way  for 
some,  but  not  for  UPS.) 

Perhaps  most  impressive 
of  all,  our  efficiency  enables  us 
to  provide  this  unusually  high 
level  of  service  for  prices  that  are 
usually  lower  than  what  other 
companies  charge. 

So  if  you  need  to  reach 
someone  somewhere 
else,  by  all  means,  pick 
up  the  phone. 

And  call  UPS. 

We  run  the  tightest  ship  in 
the  shipping  business. 


t  of  the  world  by 
by  telephone. 
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Personal  Affairs  welcomes  Hart  Schaffner  &  Marx 
to  its  premiere  issue  October  23rd. 


If  you  like  these 
numbers... 


Twentieth  Century  Growth  Investors  Fund 


Average  Annual  Total  Return  as  of  June  30,  1989 

20.2"  19.9  20.7  245 


lYear 


5  Years 


10  Years 


15  Years 


Call  this  number: 

1-800-345-2021 

Data  quoted  represents  past  performance.   Investment 
m  and  principal  value  will  fluctuate  and  redemption 

more  or  less  than  original  cost.  For  complete 
'motion  about  Twentieth  Century,  including  charges 

and  expenses,  call  for  an  Information  Kit  and  Prospectus. 
;e  read  the  Prospectus  carefully  before  investing. 


FSS 


P.  O.  Box  4192CX).  Kansas  City.  MO  64141-6200 


No-Load  Mutual  Funds 


For  instance,  Price  told  investors  at 
a  stop  in  Chicago  that  he  was  "de- 
lighted" about  a  1987  sale  of  seven 
radio  stations,  another  insider  deal 
that  left  Price  with  $50  million  of  the 
buyer's  notes  and  27%  of  the  equity. 
But  the  bond  prospectus  says  the  com 
pany  that  bought  the  stations,  a  start 
up  company  called  Fairmont  Com- 
munications, is  so  burdened  with 
debt  that  there  is  "substantial  doubt 
about  Fairmont's  ability  to  continue 
as  a  going  concern,"  and  thus  pay  its 
debt  to  Price. 

Prospective  investors  might  also  be 
skittish  about  Price's  $40  million  loss 
over  the  last  IVi  years  and  the  $70 
million  in  debt  repayments  that  Price 
must  make  next  year.  Price  himself 
admits  his  remaining  tv  and  radio 
properties  are  worth  only  $80  million. 

No  matter,  he  says.  The  $50  million 
debenture  sale  will  buy  some  breath- 
ing room — assuming,  of  course,  that 
the  debentures  do  sell.  In  Chicago  he 


"Price  will  never  show  any 
earnings,  but  he  has  been 
able  to  sell  his  stations  at 
a  good  profit,"  says  a 
securities  analyst. 


told  investors  that  the  company's  as- 
sets were  worth  $460  million,  roughly 
$100  million  more  than  its  debt.  But 
some  of  those  assets  are  of  question-, 
able  value,  including  the  $50  million 
of  Fairmont  notes  and  $50  million  in 
preferred  stock  in  the  new  company 
buying  Price's  tv  stations. 

Price  says  his  two  law  periodicals, 
the  National  Law  Journal  and  the  \ew 
York  Law  Journal,  are  worth  at  least 
$110  million,  and  he  claims  to  have 
had  offers  of  $1 15  million.  But  Forbes 
talked  to  one  prospective  buyer  who 
says  Price  was  recently  asking  only 
$50  million  for  the  pair. 

Then  there  is  the  $42  million  value 
Price  puts  on  the  company's  nascent 
cellular  telephone  operation.  This  in- 
cludes 95%  of  a  Wichita  Falls,  Tex. 
franchise  and  minority  stakes  in  Mc- 
Allen,  Tex.,  Biloxi,  Miss,  and  several 
other  small  cities.  Price  says  these 
properties  are  worth  about  $95  per 
person  (or  "pop")  in  each  market  area. 
But,  according  to  the  prospectus, 
Price  serves  a  total  population  of  only 
342,468.  At  $95  a  pop,  the  correct 
value  would  be  $32.5  million. 

The  basic  flaw  here  is  quite  simple: 
Price  counts  on  buying  properties, 
running  them  for  a  time  and  then 
selling  them  for  a  profit.  That  works 
while  prices  are  rising  for  the  particu- 
lar type  of  property.  That's  no  longer 
true  for  radio  and  tv  stations.  ■ 
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Think  of  them  as 

your  new  home... 

Think  recycle. 


JLook  closely. 

What  do  you  see? 

We  see  a  conven- 
ient and  economical 
means  of  packaging  - 
a  resilient  resource 
that  can  be  brought 
back  to  life  in  any 
number  of  forms.   Like 
insulation  board  for 
the  walls  of  your 
home.   Or  products  for 
your  office.    Or 
playground  equip- 
ment. 

That's  because  poly- 
styrene is  recyclable. 

To  make  polysty- 
rene recycling  as 
common  and  as  easy 
as  recycling  glass, 
aluminum  and  news- 


paper, Huntsman 
Chemical,  along  with 
other  polystyrene 
manufacturers,  has 
formed  the  National 
Polystyrene  Recycling 
Company.   Through 
our  five  regional  poly- 
styrene recycling 
facilities,  we  plan  to 
reprocess  25%  of  all 
disposable  polystyrene 
products  by  1995. 

Concerned  commu- 
nities around  the 
country  are  already 
joining  in  this  effort. 

In  Massachusetts, 
for  example,  school 
children  are  saving 
their  lunch  trays  for 
pick-up  by  a  recycling 
plant  that  will  clean, 
pelletize  and  eventu- 
ally transform  those 
trays  into  a  variety  of 
durable  consumer 
products,  from  video 


cassette  boxes  to  cafe- 
teria trays  to  trash 
cans. 

They're  learning 
that  what  makes  poly- 
styrene right  to  use  in 
food  packaging  makes 
it  right  for  reuse. 

To  further  conserve 
natural  resources, 
we've  established  the 
Huntsman 
Environmental 
Research  Center  at 
Utah  State  University. 
The  Center  will  ad- 
vance environmental 
technology  in  key 
areas  of  air  and  water 
quality,  reforestation, 
degradability  and  recy- 
cling. 

So  next  time  you 
see  a  polystyrene 
product,  think  of  it  as 
a  new  home.   And 
think  recycle. 
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Huntsman  Chemical  Corporation 


PERHAPS  THE  REASON  SO 

MANY  PEOPLE  ARE  SATISFIED 

WITH  OUR  AUTOMOBILES  IS 

BECAUSE  WE  AREN'T. 


Four  years  ago,  we  did  something  that  hadn't  been  done  in  over  twenty  years.  We  introduced  a  compk 
new  automobile  division  to  the  American  road. 

That  division  is  called  Acura.  A  line  of  vehicles  built  on  the  simple  philosophy  that  a  performance  lu> 
automobile  should  impress  the  people  who  own  it,  not  just  their  neighbors. 

While  other  automakers  focused  their  attentions  on  building  impressive  images,  we  focused  on  buil 
cars  and  a  dealer  network  that  would  make  owning  an  Acura  the  most  enjoyable  driving  experience  pos 

Needless  to  say,  our  t  !'■  >rts  have  not  gone  unrewarded. To  date,  there  are  over  370,000  Acura  Legenc 
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t  trademark*  of  Honda  Mn  - "  /WS  d  /*V  J  D  Am  w  and  Associates  Customer  Satisfaction  lnde.f  Mth  product 
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ra  automobiles  on  the  American  road.  With  a  network  of  over  300  dealers  nationwide  to  service  them. 
\nd  this  year,  for  the  third  year  in  a  row,  owners  of  Acura  automobiles  ranked  them  the  most  satisfying  in 
rica  in  the  prestigious  J.D.  Power  Customer  Satisfaction  Index*1*  survey  of  product  quality  and  dealer 
:e.  In  fact,  Acura  has  been  ranked  number  one  among  all  automakers  every  year  that  it  has  been  eligible. 
Vhile  some  might  see  an  achievement  like  that  as  reason  to  celebrate,  we      yy  ^"  ■    i  p^  j* 
as  reason  to  work  even  harder.  Because  satisfaction  doesn't  come  easy       A\^m^  U I  1i£*\ 
x>r  more  information  or  your  nearest  dealer,  call  1-800-TO-ACURA.        Precision  cmftedpeifortmnce. 


Hal  Ellis,  cofounder  of  real  estate  service 
giant  Grubb  &  Ellis,  had  a  simple  survival 
strategy:  Eat  or  be  eaten.  More  than  two 
dozen  acquisitions  later,  he  and  his  share- 
holders are  getting  over  their  heartburn. 

But  where's 
the  dessert? 


By  Ellen  Paris 


Iocation  may  be  the  most  impor- 
_  tant  element  in  a  successful 
I  real  estate  deal,  but  timing  is  a 
close  second,  fust  ask  Hal  Ellis,  58, 
cofounder  and  chairman  of  San  Fran- 
cisco-based Grubb  &  Ellis,  now  the 
nation's  third-largest  real  estate  ser- 
vice firm.  This  $375  million  (1988 
revenues)  outfit  offers  commercial 
and  residential  brokerage  and  man- 
agement services,  an  avalanche  of  in- 


dustry data  and  statistics,  investment 
advisory  and  other  services  from  a 
national  network  of  162  offices. 

Which  sounds  pretty  grand,  except 
that  Grubb  &  Ellis  hasn't  made  a 
dime  since  1985.  In  the  past  three 
years  it  has  lost  nearly  $7  million 
(before  an  accounting  change),  while 
revenues  increased  17%.  Two  years 
ago  the  company  suspended  its  divi- 
dend. After  peaking  in  1985  at  12 'A  a 
share,  Grubb  &  Ellis'  NYSE-traded 
stock  recently  fetched  SVi. 


Grubb  6  Ellis  Chairman  Hal  Fllis 

"We  felt  we  were  in  a  dangerous  position. 
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A  real  estate  company  based  in  the 
booming  California  marketplace  that 
couldn't  make  it?  Hal  Ellis,  from  his 
spacious  office  overlooking  San  Fran- 
cisco Bay  and  the  Golden  Gate 
Bridge,  says  his  strategy  has  been 
right,  only  the  timing  was  wrong. 
"We  had  revenues  of  $35  million  in 
1979,"  he  recalls.  "We  had  a  good, 
strong  regional  market  position.  But 
we  felt  we  were  in  a  dangerous  posi 
tion:  too  large  to  be  small  and  not 
large  enough  to  feel  safe  from  the 
threat  of  national  competition." 

Ellis,  who  cofounded  the  firm  in 
1958  with  partners  John  and  Don 
Grubb,  whom  he  bought  out  a  few 
years  later,  therefore  embarked  on  a 
five-year  buying  binge,  swallowing  25 
companies  in  11  states.  Cost:  over 
$140  million. 

The  heartburn  started  in  Texas. 
Less  than  two  years  before  the  local 
real  estate  market  collapsed,  Ellis 
paid  $45  million  for  Dallas-based 
Henry  S.  Miller,  at  the  time  the  na- 
tion's fifth-largest  real  estate  compa- 
ny. In  the  past  three  years  Ellis  has  set 
aside  $17  million  in  reserves  for 
writedowns  and  litigation. 

Ellis  also  paid  hefty  premiums  to 
enter  the  New  York  and  Boston  mar- 
kets. The  company's  debt  burden 
zoomed  from  almost  nothing  in  1980 
to  nearly  $40  million  today.  Ellis  still 
figures  he  had  no  choice.  "We  had  to 
either  become  a  national  company  or. 
downsize  and  specialize.  We  needed 
to  expand  so  we  could  offer  a  cohesive 
real  estate  service  to  corporate  and 
institutional  clients  across  the  coun- 
try." Done:  Today  Grubb  &  Ellis  is 
exceeded  in  size  only  by  New  York- 
based  Cushman  &.  Wakefield  and 
Chicago-based  Coldwell  Banker. 

But  where  were  the  profits — which 
are,  after  all,  the  ultimate  test  of  any 
strategy?  Ellis'  alibi:  "We've  spent  the 
last  three  years  working  to  get  the 
whole  system  to  work  together,  it's 
taken  twice  as  long  as  we  thought." 

Among  the  things  that  had  to  be 
done:  centralizing  accounting  and  ad- 
ministration, closing  offices  and  cut- 
ting overhead  in  weak  markets.  When 
Ellis  bought  Henry  Miller,  for  in- 
stance, its  corporate  staff  numbered 
47;  today  it  consists  of  3  people. 

Next,  he  cut  his  commercial  bro- 
kers' commissions,  traditionally 
among  the  industry's  fattest;  about 
55%  of  the  commission  paid  went 
into  the  Grubb  &  Ellis  brokers'  pock- 
ets. Top  people  could  even  earn  as 
much  as  70%.  Competitors  averaged 
around  50%.  Today  Grubb  &  Ellis' 
average  commercial  commission  split 
is  53%.  (To  share  the  pain,  senior 
management  took  similar  pay  cuts.) 
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ITT  DEFENSE 
Two  years  of  sales  on  order. 
Maintains  a  leadership  position 
in  important  defense  capabilities. 


ITT  AUTOMOTIVE 
An  innovator.  A  worldwide 
leader.  From  anti-lock  brakes 
with  traction  control  to 
car  seat  systems. 


ITT  RAVOMER 


Profits  and  exports  at  record 
levels.  Producers  of  pulp  prod- 
ucts for  use  in  everything  from 
film  to  eyeglasses. 


ITT  SHERATON 
Highly  profitable.  Nearly  500 
hotels,  inns  and  resorts  in  65 
countries.  Service  is  priority. 


ITT  HARTFORD 

A  strong  performer.  Contributed 
over  $400  million  to  operating 
income  in  1988.  


ITT  FINANCIAL 
A  leader  in  consumer  and  com- 
mercial lending,  with  nearly 
$8  billion  in  receivables. 


ITT  FLUID  TECHNOLOGY 
A  leading  producer  of  pumps, 
valves,  and  instruments.  Each 
day,  we  pump  more  water 
than  flows  over  Niagara  Falls. 


ITT  ELECTRONIC     | 

COMPONENTS 

The  finest  quality  built  into  semi- 
conductors and  electronic  con- 
nectors. Sales  again  top  SI  billion 
this  year. 


ITT  COMMUNICATION  AND 
INFORMATION  SERVICES 
A  leader  in  technical  educa- 
tion, and  internationally  in 
"Yellow  Pages"  directories. 


ALCATEL  NV. 

World's  largest  telecommunica- 
tions manufacturing  company. 
37%  owned  by  ITT.  A  sound 
investment . 


You're  looking  at  the  ITT  of  today.  Streamlined.  Successful.  A 
multi-faceted  company  composed  of  high  technology  product  and  service 
businesses.  Our  challenge  was  to  build  these  businesses  into  leaders.  Today, 
each  one  is  a  leader  in  its  field.  And  the  challenge  will  continue  to  be  met. 
For  a  copy  of  our  1988  annual  report,  write  to:  ITT  Corporate  Relations 
Department,  320  Park  Avenue,  New  York,  New  York  10022. 
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Building  businesses 
into  leaders 
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Always  Reach 
For  The  High  Notes 


Beverly  Sills  is  known  around  the  world  as  an  operatic  soprano  Since  retiring  from  the  stage, 
she  has  served  as  general  director  ot  the  New  York  City  Opera  and  as  a  member  of  several 
corporate  boards. 


By  Beverly  Sills 


I'm  sure  every  young  singer 
who  has  ever  come  to  audition 
for  me  at  the  New  York  City 
Opera  has  dreamt  of  being  another 
Placido  Domingo  or  Renata  Te- 
baldi.  Few  of  them  are.  But  I 
wouldn't  tell  them  not  to  have  that 
dream.  What's  important  for  them — 
and  for  us — is  not  how  many  don't 
make  it,  but  rather  how  many  do.  All 
of  us  should  aim  for  the  highest 
rung  on  whatever  ladders  we 
climb.   Even   if  we  never  oet  to 


the  top,  just  reaching  for  it  is  exhil- 
arating. 

And  there's  much  more  at 
stake  than  an  individual's  aspira- 
tions. Striving  for  excellence  is  im- 
portant to  a  society,  because  it  not 
only  benefits  the  aspirant,  it  also 
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On  Excellence  And  Leadership 
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ITT 


featuring  prominent  American 

leaders  who  have  achieved 

excellence  in  their  field. 


enriches  those  who  are  exposed  to 
the  effort:  the  audience  as  well  as 
the  performer,  the  customer  as  well 
as  the  maker,  the  patient  as  well  as 
the  doctor. 

For  me,  excellence  has  always 
been  the  only  bench  mark  by  which 
to  be  measured.  I  always  wanted  to 
wind  up  farther  along  the  way  than 
anybody  thought  I  was  capable  of. 
When  I  started  out  in  music,  opera 
was  for  Europeans,  not  for  Ameri- 
cans; for  blue  bloods,  not  for  the 
daughter  of  immigrants  living  ini 
Brooklyn.  But  I  persevered  and 
built  a  career. 

The  personal  rewards  can  be! 
significant,  but  I  also  like  to  think 
that  there  is  value  in  inspiring  oth- 
ers. Dr.  Albert  Schweitzer  said  that 
example  is  not  the  main  thing  in 
influencing  others;  it's  the  only 
thing.  When  we  excel  in  something,, 
we  provide  role  models  and  en- 
courage others  to  achieve  as  well. 

Excellence  in  the  arts  is  critical 
because  the  arts  have  always  been 
the  signature  of  a  civilization.  Much 
of  what  we  know  about  the  earliest 
civilizations  comes  from  their  hiero 
glyphics  and  decorative  arts.  From 
cave  paintings  to  Michelangelo  to 
our  nation's  museums,  civilizations 
remain  alive  through  the  arts. 

Thus  in  our  own  age,  the  arts 
must  be  seen  as  a  promise  and 
legacy  for  future  generations.  We 
should  take  pride  in  enlarging  and 
improving  that  legacy. 

Excellence  is  demanded  in  ev 
ery  art  form.  I  encouraged  the  New 
York  City  Opera  to  perform  the 
classics  of  grand  opera,  but  I  also 
sought  to  revive  the  classics  of  the 
American  musical  theater,  from 
Brigadoon  to  South  Pacific  to  Wesi 
Side  Story.  This  is  a  uniquely  Amer- 
ican art  form,  no  less  grand  than 
grand  opera.  We  do  it  best.  And  the 
best  is  always  worth  doing. 

Beyond  the  arts,  a  passion  for 
excellence  can  and  must  infuse  ev- 
ery activity  and  vocation.  Excel-i 
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■nee  isn't  reserved  for  any  elite 
roup  or  activity.  I  tried  to  do  a 
ood  job  on  stage,  and  I  also  tried 
)  do  a  good  job  as  general  director 
f  the  New  York  City  Opera. 

Those  two  positions  required 
ry  different  skills,  but  I  found  that 
both  jobs,  if  I  convinced  the  peo- 
le  around  me  that  they  had  some- 
;ing  special  to  contribute  and  that 
ie  task  demanded  it,  they  were 
ager  to  do  their  best.  People  want 
•  do  a  good  job.  Tom  Peters  and 
obert  Waterman  touched  a  chord 
our  society  when  they  called  their 
astselling  business  book  In 
sarch  of  Excellence.  Would  it 
ave  been  widely  read,  I  wonder,  if 
ey  had  called  it  "In  Search  of 
retty  Good"  or  "In  Search  of  Get- 
ig  By?"  I  don't  think  so. 

Excellence  in  the  arts,  in  eco- 
Dmic  life,  everywhere  is  important, 
'e  cannot  stint  in  pursuing  it  on  the 
ounds  that  the  task  is  too  humble. 
<cellence  is  contagious,  but  so  is 
ssitude.  As  John  Gardner  put  it, 
e  need  to  be  concerned  about 
<cellence  in  our  plumbers  as  well 
>  our  philosophers,  otherwise  nei- 
er  our  theories  nor  our  pipes  will 
Did  water. 

Of  course,  none  of  us  can  be 
ccellent  in  all  that  we  do.  Leonard 
srnstein  is  a  one  man  conglomer- 
e,  maybe  even  has  an  oligopoly, 
musical  talent.  But  I  doubt  very 
uch  that  he  could  get  up  and 
cture  on  computers  or  engineer- 
g.  We  may  not  like  to  be  pigeon- 
Died,  but  all  of  us  have  a  particular 
'aim  in  which  we  can  and  must 
rive  for  excellence. 

Fortunately,  we  all  aspire  to  dif- 
rent  achievements  in  different 
alms.  If  everyone  wanted  to  be 
rgit  Nilsson,  we  would  have  noth- 
g  but  Wagnerian  sopranos.  Some 
us  want  to  be  PTA  presidents, 
id  some  of  us  want  to  be  corpo- 
te  presidents,  and  some  of  us 
Dn't  want  to  be  president  of  any- 
ing.  That's  fine,  because  we  need 


people  who  are  good  at  each  of  the 
tasks  that  have  to  be  done  in  our 
society. 

There  are  four  words  that  are 
bound  up  with  achievement  of  any 
sort:  inspiration,  perspiration,  frus- 
tration, and  exhilaration.  We  find 
our  inspiration  in  many  places;  my 
mother  provided  a  large  part  of 
mine.  And  our  achievements,  in 
whatever  realm,  provide  us  with  ex- 
hilaration. But  to  get  from  inspira- 
tion to  exhilaration,  we  have  to  go 


Achieving  excellence 

requires  believing 

in  yourself  and 

aiming  slightly 

higher  than  anyone, 

perhaps  even  you, 

thought  you 

could  reach. 


through  perspiration  and  frustra- 
tion. Few  of  us  can  avoid  the  per- 
spiration generated  by  working 
hard  for  what  we  want;  there  are  no 
shortcuts  to  any  place  worth  going. 
And  few  of  us  can  avoid  the  frustra- 
tions that  accompany  any  effort  of 
consequence. 

While  we  must  be  cognizant  of 
our  specific  talents  and  expertise, 
that  doesn't  mean  we  need  to  set- 
tle. Indeed,  achieving  excellence 
requires  believing  in  yourself  and 
aiming  slightly  higher  than  anyone, 


perhaps  even  you  thought  you 
could  reach. 

We  know  it's  better  to  have 
loved  and  lost  than  never  to  have 
loved  at  all.  We  should  remember 
it's  also  better  to  have  aspired  and 
fallen  short  than  never  to  have 
aspired. 

This  society  often  provides 
handsome  material  rewards  for  ex- 
cellence, but  the  rewards  come  in 
many  other  forms  as  well.  I  admit  I 
got  a  special  kick  out  of  being  on 
the  cover  of  the  San  Diego  tele- 
phone book.  Actually,  the  real  re- 
wards of  excellence  are  internal:  To 
know  that  you've  done  the  best  you 
could  do — and  that  it  was  good — is 
worth  more  than  money.  That's 
something  that  can't  be  devalued 
or  foreclosed  upon,  nor  can  it  be 
taken  away  in  a  budget  cut  or  in  an 
unfriendly  takeover. 

In  any  field  of  endeavor,  but 
perhaps  especially  so  in  the  arts, 
positions  of  leadership  and  influ- 
ence are  honors  to  be  bestowed  by 
colleagues,  and  cannot  simply  be 
attained  as  individual  goals.  We 
cannot  choose  to  have  leading 
roles.  We  are  chosen  as  a  result  of 
our  individual  pursuits  of  excel- 
lence.- And  with  the  honor  comes 
the  responsibility  to  give  something 
back. 

I  feel  a  strong  responsibility  to 
support  young  American  opera 
singers  and  am  privileged  to  be  in  a 
position  to  do  so  through  the  Bever- 
ely  Sills-Lincoln  Center  Award  pro- 
gram. Each  year  we'll  present  a 
$25,000  prize  to  aspiring  artists 
from  the  roster  of  the  City  Opera. 

Helping  to  nurture  and  pro- 
mote excellence  within  the  institu- 
tion that  has  given  so  much  to  me  is 
as  rewarding  as  any  individual  ac- 
complishment. ■ 


The  opinions  expressed  in  this  essay  are  solely  those  of  the  author  and  not  neccesarily  those  of  ITT 
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LOOKING  FOR  A  STOCK  FUND? 


A  Conservative  Approach 
With  Impressive  Results 


How  Growth  &  Income's  Returns* 
Outpaced  the  S&P  500  Returns 


Fidelity  Growth  &  Income  Portfolio 

has  outperformed  the  S&P  500  every  year 
since  its  inception  by  investing  in  high  divi- 
dend-paying stocks  with  long-term  growth 
potential.  The  Portfolio  was  introduced 
December  30, 1985. 

Of  course,  past  performance  is  no  guar- 
antee of  future  results  and  the  fund's  share 
price  and  return  will  vary,  so  that  you  may 
have  a  gain  or  loss  when  shares  are  sold. 

*Growth  &  Income's  returns  do  not  include  the  effects  of  the 
Portfolio's  2%  sales  charge.  Figures  for  the  S&P  500  (a 
registered  trademark  of  Standard  &  Poor's  Corporation)  an  unmanaged  index  of  common  stock  prices, 
include  reinvestment  of  dividends,     f  Average  annual  returns  are  historical  and  include  change  in  share 
price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect  of  its  2%  sales  charge. 


1986 
S&P  500 

1987 
S&P  500 

1988 
S&P  500 


Avg.  Annual 

Returnsf 

6/30/89 


1  Year    Life  of  Fund 
21.73%       22.71% 
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1-800-544-6666    Call  24  hours 


Fidelity  Growth  &  Income  Portfolio.  For  more  complete  information,  includ- 
ing management  fees  and  expenses,  call  or  n  rite  for  a  free  prospectus  Read  it  carefully  before 
\ou  invest  or  send  money.  Fidelity  Distributors  Corporation 
(General  Distribution  Agent),  P.O.  Box  660603,  Dallas,    XTfe. 

tx  75266-0604  WJ-%  Fidelity 

if        code:  forb/gai/100289  ^HT  Investments  - 


EuroBusiness 

The  European  Business  Magazine 


Don't  wait  for  1992! 


Subscribe  now  to  the  only  European 
business  magazine. 

Many  organizations  have  started  planning  already 
to  help  them  shape  up  to  the  new  Europe. 

Perhaps  yours  has,  or  perhaps  not. 

EuroBusiness  will  keep  you  informed, 
forewarned  and  forearmed 

At  only  $49  for  an  annual  subscription,  it's  an  insurance 
policy  your  company  cannot  afford  to  live  without.  Find  out 
for  yourself  how  invaluable  EuroBusiness  is.  Write  or  call 
for  further  information. 

C    Call  toll-free  1  800  633-4931  or  (205)991-6920  (inside  AL  and 

outside  the  US)  or  write  to  World  Of  Information,  P.O.  Box  830430, 
Birmingham,  AL  35283-0430. 
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To  Ellis'  credit,  few  of  his  brokers 
have  walked.  They  seem  to  like  the 
working  conditions,  the  spirit.  Says 
Jeff  Carey,  manager  of  Grubb  &  Ellis' 
downtown  Los  Angeles  office  and  a 
former  Coldwell  Banker  broker,  "We 
have  more  flexibility  with  what  we 
can  do  and  what  we  can't  do." 

In  that  spirit,  Ellis  has  increasingly 
decentralized  decision  making.  He's 
wisely  pushed  most  of  it  out  to  the 
local  offices.  After  all,  most  of  the 
companies  Ellis  bought  were  well  es- 
tablished and  respected  firms  such  as 
Leggat  McCall  in  Boston  and  Wash- 
ington, D.C.,  and  Wm.  A.  White  in 
New  York. 

So  now,  with  his  national  franchise 
in  place  at  last,  Ellis  remains  con- 
vinced he  is  well  positioned.  Restruc- 
turing, cost-conscious  corporations, 
he  argues,  are  dismantling  in-house 
real  estate  departments  and  contract- 

" We've  spent  the  lost  three 
years  working  to  get  the 
whole  system,  to  work 
together.  It's  taken  twice  as 
long  as  we  thought." 

ing  out  for  those  services.  Companies 
are  relocating  from  high-cost  areas 
like  New  York  to  lower-cost  markets 
like  Dallas.  Full-service  national 
firms,  Ellis  believes,  will  take  this 
business  away  from  local  or  regional 
brokers. 

Certainly  there  is  astute  money 
that  seems  to  have  bought  the  argu- 
ment. Beverly  Hills-based  Pacific  Fi- 
nancial Research,  an  investment  advi- 
sory firm,  owns  about  6%  of  the  com- 
pany. And  Prudential  Insurance  Co.  of 
America  owns  warrants  convertible 
into  some  11%  of  Grubb  &  Ellis'  16 
million  shares.  Prudential,  in  fact, 
gave  Grubb  &  Ellis  a  $35  million  cash 
transfusion  in  1986.  New  York  real 
estate  man  Julien  Studley  owns  about 
a  1%  stake  in  Grubb  &  Ellis.  "Com- 
pared to  Coldwell  Banker  and  Cush- 
man  &  Wakefield,  Grubb  &.  Ellis 
looks  cheap,"  says  Studley.  He  adds: 
"If  it  could  become  profitable." 

For  the  first  six  months  of  the  year, 
Grubb  &.  Ellis'  losses  narrowed  to  $  1 .4 
million,  from  $4.8  million  a  year  ago. 
Analysts  believe  the  company  will  re- 
turn to  the  black  this  year,  earning  $5 
million,  or  35  cents  a  share.  "A  severe 
recession  would  affect  us,"  says  Ellis, 
ticking  off  conditions  in  his  major 
markets.  California  and  the  Midwest, 
"strong";  Northwest  and  Texas,  "im- 
proving"; New  York,  "good";  Boston, 
"weakening";  Atlanta  and  Phoenix, 
"not  good";  Colorado,  "bad." 

Keep  that  Pepto-Bismol  handy.  ■ 
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I  198$.  Audi  of  America 
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tarts  InThe  Streets. 

ie  new  Audi  V8.  For  a  closer  look,  call  1-800-FOR-AUDI.  (@) 

The  Alternate  Route. 


Shonna  Valeska 


Cuisinarts,  Inc  founder  Carl  Sontheimer 

He  refused  to  lower  prices  or  downsize  the  machines. 


proved  that  amateurs  would  buy  it  as 
well.  It  was  one  of  those  simple  mar- 
keting insights  that  sometimes  create 
fortunes.  He  marketed  the  machines 
in  department  and  gourmet  food 
stores  with  demonstrations  that  were 
an  upmarket  version  of  the  late-night- 
tv  Veg-o-matic  pitch.  Forget  the  vege- 
table juice  cocktail;  with  a  Cuisinart 
you  can  have  gazpacho  in  an  instant. 

Sontheimer's  timing  was  perfect. 
America's  appetite  for  more  elaborate 
food,  prepared  at  home,  was  growing, 
and  with  it  the  lust  for  better,  bigger 
and  more  powerful  timesaving  kitch- 
en gadgets.  Why  spend  precious  time 
chopping  carrots  with  a  knife  when 
you  can  do  the  same  job  in  seconds 
with  a  Cuisinart? 

A  decade  and  a  half  later  the  same 
machine  still  dominates  the  high  end 
of  the  food  processor  business — its 
current  models  sell  for  $75  to  $275 — 
against  such  competitors  as  Moulinex 
and  Black  &  Decker. 

Yet  today  the  company  is  operating 
in  bankruptcy  under  Chapter  11.  Its 


filing  in  August  listed  debts  of  $43 
million  and  assets  of  less  than  $35 
million,  mostly  in  inventory. 

How  could  such  a  success  end  in 
failure?  Complacency  and  high  lever- 
age share  the  blame.  Sontheimer  him- 
self sold  out  last  year  for  a  reported 
$60  million.  He  sold  to  a  leveraged 
buyout  group  led  by  Robert  Fomon, 
the  former  chairman  of  E.F.  Hutton. 

Fomon  must  have  figured  Cui- 
sinarts was  a  natural  for  a  leveraged 
buyout.  It  seemed  to  have  a  good  cash 
flow  and  a  consumer  franchise  that 
was  unexploited  because  Sontheimer 
had  failed  to  develop  successful  line 
extensions  for  the  famous  name;  the 
food  processor  still  brings  in  85%  of 
revenues. 

But  the  deal  loaded  Cuisinarts,  Inc. 
with  $43  million  in  debt.  Again 
Sontheimer's  timing  was  terrific. 
When  he  cashed  out,  sales  already  had 
begun  to  slide.  Too  late,  the  new  own- 
ers realized  that  consumers  no  longer 
needed  to  spend  $275  for  a  Cuisinart 
when   they  could  spend   $40   for  a 


lighter,  smaller,  easier-to-store  foot, 
processor  from  Black  &  Decker,  Alle 
gheny  International's  Sunbeam  o 
Hamilton  Beach. 

Revenues  have  dropped  fron 
around  $80  million  in  1979  to  an  esti 
mated  $50  million  this  year.  Cui 
smarts'  market  share  dropped  steadib 
from  20%  in  1984  to  12%  today. 

Cuisinart  got  chopped  up  by  fa 
hungrier,  less  complacent  competi 
tors.  Cuisinart  may  have  been  th 
first,  but  it  was  not  the  best  for  long 
The  machine  at  1 2  pounds  was  heav; 
and  bulky;  it  took  time  to  learn  to  use 
For  most  cooking  chores,  one  or  tw< 
blades  were  sufficient;  Cuisinart's  si: 
to  eight  were  bewildering. 

All  of  which  was  quickly  grasped  ty 
the  competition.  Sunbeam  led  th 
way  in  1984  with  its  pint-size  Oskai 
At  one-half  the  size  of  a  Cuisinart 
Oskar  sold  for  only  $60,  well  belov 
Cuisinart's  then  average  price  tag  o 
$225.  In  1985  Sunbeam  sold  700,00( 
Oskars,  one-fourth  of  all  the  food  pro 
cessors  bought  in  the  country.  No 
very  far  behind  were  General  Electri 
(whose  small  appliance  division  wa 
later  sold  to  Black  &  Decker)  an< 
Hamilton  Beach. 

The  resulting  price  competitioi 
drove  prices  lower  and  lower  an< 
pressed  margins  tighter  and  tighter 
"Food  processors  have  become  a  pric 
football,"  says  Maryjo  Cohen,  presi 
dent  of  National  Presto  Industries 
which  makes  its  own  machine 
"There  is  very  little  money  in  it  f 
anybody  anymore." 

Sontheimer  refused  to  lower  price 
or  downsize  the  machines.  Instead  h 
introduced  the  ultimate  kitchen  sta 
tus  symbol,  a  $600  machine  with 
more  powerful  motor  and  many  nev 
attachments. 

"Sontheimer  didn't  see  the  appea 
of  selling  to  cooks  who  didn't  want  t 
make  3  pounds  of  puff  pastry,  bu 
rather  to  chop  one  onion  to  throw  int 
some  chili,"  says  James  Holcoml 
Black  &  Decker's  director  of  produc 
marketing.  Just  two  years  ago  Cu 
sinarts  finally  introduced  its  Littl 
Pro  at  around  $75. 

Sontheimer's  market  blinders  alsi 
kept  him  from  capitalizing  on  th 
quality  image  that  the  Cuisinar1 
name  conveyed.  He  introduced  a  lin 
of  high-priced  cookware  into  a  jam 
packed  and  fading  market.  But  mor 
natural  line  extensions  like  blenders 
for  example,  eluded  him. 

"There  are  a  lot  of  interested  buyer 
out  there,"  says  Chairman  Donab 
Luke.  He  means  for  the  company.  Bu 
how  about  for  the  product?  A  con 
sumer  franchise,  once  tarnished,  i, 
hard  to  restore.  ■ 
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Dur  free  travel  program  gives  you 

he  best  mileage  you  Ve  had  in  25  years. 


With  Northwest 
WORLDPERKS® 
free  travel  program , 
earning  free  trips 
is  fast  and  easy. 
After  just  20,000  miles,  you 
can  fly  free  to  any  one  of  over 
200  U.S.  cities.  To  make  things 
even  faster,  your  awards  are 
issued  automatically.  And  with 
additional  mileage,  you  can 
earn  trips  to  places  like  Europe, 
Asia,  Hawaii,  Alaska,  Mexico 
and  the  Caribbean.  To  get  the 
most  for  your  miles,  enroll  in 
WORLDPERKS  on  your  next 
flight  or  call  1-800-678-2700, 
extension  500. 


® 


?  Hot thwest  Airlines,  Inc 
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The  IBM  AS/400  midrange 
computer.  It  brings  your 
PCs  together  to  bring  your 
whole  company  together. 


I'(  Is  arc  great  for  keeping  in- 


formation, l>wt  il  the)  re  keeping  if 

from  each  other,  that's  not  so  great 

Instead,  your  It  !s  should  work      information  in  a  central  place, 
as  partners,  sharing  information  which  means  you're  not  just 


so  that  anyone  who  needs  it  can         connected,  you're  well-conn 
easil)  get  at  it.  So  your  people  can      \nd  well-organized, 
be  partners,  too.  I n  fact .  the  AS/400  is  d 

\  good  way  to  make  that  hap-     ed  for  handling  lots  of  users 
pen  is  with  an  IBM  Application  where  from  a  few  to  hundre 

System/40(r  The  VS/400  is  a  mid-  \\  hat's  more,  the  AS/41 

range  computer  that  not  onl\  ties       runs  over  5.000  application 
your  P(  is  together,  it  lets  you  store     solve  specific  business  proh 

Retailers,  manufacturers. 
distributors,  service  compai 


•Source  Serra5000  Database    G>  1989  IBM  Corporation  IBM  ana  400  are  registered  trademarks  and  Application  System/400  and  AS/400  are  trademarks 


Is,  and  they  were  loaded  with 
i.  But  just  because  you're 
esn't  mean  you're  organized'' 


governments,  just  about  anyone 
can  find  powerful,  proven  AS/400 
software  created  to  meet  their 
special  needs. 

And  the  AS/400  is  an  easy 
svstem:  to  learn,  to  use  and  to  pay 
for.  You  can  lease  an  AS/400  for 
as  little  as  $700  a  month  through 
the  IBM  Credit  Corporation. 

All  of  which  helps  explain 


whv  in  a  major  survey  of  midrange 
svstem  owners,  the  AS/400  users 
were  the  most  satisfied! 

To  learn  more,  call  us  at 
1-800-365-4  IBM. 

The  IBM  AS/400.  As  you  get 
big.  it  can  help  vou  be  as  organized, 
andasrespon-     —  — ~  —   — ■ 
sive.  as  when 
vou  were  small.    = ■  =  "  = 


The  AS/400  Model  BIO  is  just  2  feet  tall. 


What  do  Ray  Kroc,  Colonel  Sanders  and 
Seiichi  Suzuki  have  in  common?  Each  in 
his  own  way  is  a  legend  in  franchising. 

American 

knowhow, 

Japan  style 


By  Hiroko  Katayama 


Duskin  President  Sbigebctru  Komai 

Unashamed  of  his  eagerness  to  borrow  ideas  from  the  V.S. 


ma  Kjochian  Photo  Shunlc  Jipn 


In  1961  a  small-time  wax  producer 
from  Osaka  named  Seiichi  Suzuki 
visited  Canada,  his  first  trip 
abroad.  Suzuki  met  with  Lou  Mendel- 
son,  owner  of  a  linen  supply  business, 
and  learned  a  good  bit  about  another 
Mendelson  operation,  cleaning  sup- 
plies and  dust  control. 

Back  in  Japan,  Suzuki  promptly  got 
patents  for  a  line  of  cleaning  equip- 
ment. More  than  that,  he  set  up  Dus- 
kin Co.,  Ltd.,  which  has  become  Ja- 
pan's biggest  franchising  operation, 
leasing  cleaning  cloths,  mops  and 
mats  to  households  and  businesses. 
Suzuki,  a  devoted  Shintoist  with  a 
Colonel  Sanders-like  goatee,  died  in 
1980.  But  by  that  time  his  giant,  Osa- 
ka-based Duskin  was  a  $760  million 
company.  Last  year  employee-owned 
Duskin  earned  $42  million  on  reve- 
nues of  $1.8  billion. 

Suzuki  pioneered  the  franchising 
business  in  Japan  by  unabashedly  li- 
censing names  and  knowhow  from 
American  companies.  Today,  for  ex- 
ample, Duskin  dominates  the  con- 
tract cleaning  of  households,  busi- 
nesses and  hospitals  through  more 
than  500  franchisees,  the  result  of  a 
series  of  tie-ups  with  Downers  Grove, 
111. -based  Home  Health  Care  Inc.,  a 
subsidiary  of  ServiceMaster  Indus- 
tries Inc.  Duskin  likewise  controls 
80%  of  Japan's  doughnut  chain  indus- 
try through  its  637  Mister  Donut 
stores.  Duskin  is  also  now  opening  a 
series  of  1950s-style  restaurants 
through  tie-ups  with  such  regional 
American  restaurant  chains  as  Ed  De- 
be  vie 's  in  Chicago,  Fog  City  Diner  oi't 
San  Francisco  and  Studebaker's  in] 
Houston.  The  company  has  also 
opened  Tokyo  Joe's  and  Osaka  Joe's,  i 
seafood  restaurants  patterned  after 
the  legendary  Joe's  Stone  Crab  Res- 
taurant of  Miami.  Duskin's  food  divi- 
sion today  generates  28%  of  company 
revenues. 

"We  are  called  the  U.S.  occupation 
army  because  we  practice  exactly 
what  we  are  told  by  the  States,"  jokes 
Shinya  Tomita,  manager  of  the  com- 
pany's health  care  division.  Well,  ex- 
actly what  they  are  told,  for  a  while 
anyway.  Tomita  admits  Duskin  slav- 
ishly follows  the  U.S.  franchise  man- 
uals for  up  to  a  year,  but  then  adapts 
them  for  the  Japanese  market. 

The  heart  of  Duskin  is  its  quirky 
ainomise,  or  "store  full  of  love"  divi- 
sion, which  accounts  for  66%  of  sales. 
An  army  of  50,000  housewives,  called 
leader-son,  are  employed  by  2,300 
franchisees  to  deliver  Duskin's  leased 
cleaning  materials  to  8.9  million 
households — one-quarter  of  the  coun- 
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NowA/is 
Has 

The  Hyatt 
Touch. 


Hyatt 

TDUCH' 

HYAn0HOTELS  &  RESORTS' 


Avis  and  Hyatt        _  _  1 
have  just  teamed  up 
to  make  travel  more 
convenient  and 
rewarding  for  you. 

More  convenient  because  now 
you  can  rent  an  Avis  car  at  many 
Hyatt  locations.  And  at  select 
Hyatts,  the  concierge  will  arrange 
to  have  your  Avis  car  delivered 
directly  to  the  hotel. 
More  rewarding  because,  as  a 
member  of  the  Hyatt  Gold  Passport® 
frequent  traveler  program,  you'll  not 
only  enjoy  generous  awards  and  special 
services,  but  also  300  Gold  Passport 
bonus  points  with  every  Hyatt  stay  and 
qualifying  Avis  rental.To  join  Hyatt 
Gold  Passport,  call  1-214-63-HYATT. 
The  employee-owners  of  Avis,  Inc. 
are  proud  of  the  service  we  offer  you. 
And  now,  by  adding  the  distinctive 
Hyatt  Touch,  that  service  is  just  a 
touch  better. 

Call  1-800-331-1212  for  Avis 
reservations.  For  Hyatt  reservations,  call 
®  1-800-233-1234 
Or  call  your  travel 
consultant. 


We're  trying  harder  than  ever.5 


Avis  features  Gr/  i 
Cadillac  Sedan  ae 


IS  LOCATIONS  AT  HYATT  HOTELS  AND  RESORTS:  Hyatt  Cherry  Hill  •  Hyatt  Regency  Louisville  •  Hyatt  Regency  West  Shore  •  Hyatt  Regency  Grand  Cypress  •  Hyatt  Regency  Cerromar  Beach 
att  Dorado  Beach  •  Hyatt  Regency  O'Hare  •  Hyatt  Regency  Chicago  •  Hyatt  Regency  Houston  •  Hyatt  Regency  West  Houston  •  Hyatt  Regency  Fort  Worth  ■  Hyatt  Regency  Tech  Center  •  Hyatt 
Ishire  •  Hyatt  on  Sunset  •  Hyatt  Regency  Sacramento  •  Hyatt  San  Jose  •  Hyatt  Regency  Oakland  •  Hyatt  Regency  San  Francisco  •  Hyatt  Regency  San  Francisco  Airport  (pictured  above)  •  Hyatt 
gency  Bellevue  •  Hyatt  Regency  Scottsdale  •  Hyatt  Regency  Maui  •  Hyatt  Regency  Waikoloa  •  Hyatt  Regency  Vancouver.  And  the  list  is  growing— check  with  Avis,  Hyatt  or  your  travel  consultant. 
:  e  Hyatt  Touch*  Hyatt  Hotels  and  Resorts*  and  Hyatt  Gold  Passport*  are  registered  trademarks  of  Hyatt  Corporation.  ^89  Wizard  Co.,  Inc. 


Duskin's  version  of  a  Studebaker's  restaurant  in  Houston 

The  food  division  today  generates  28%  of  company  revenues. 


try's  total — every  four  weeks.  Leader- 
san  earn  commissions  equal  to  25%  of 
their  sales. 

On  the  commercial  side  of  this  divi- 
sion, saleswomen  called  help-san  de- 
liver mops  and  rags  to  some  1.5  mil- 
lion businesses  every  two  weeks.  Not 
surprisingly,  Duskin  uses  this  vast, 
franchised,  door-to-door  retail  net- 
work to  extend  the  product  line  it 
offers  into  such  items  as  detergents 
and  air  and  water  purifiers. 

Since  1970  Duskin  franchises  have 
also  sold  a  cleaning  service  for  houses 
or  businesses,  again  through  an  agree- 
ment with  ServiceMaster.  Duskin 
pays  the  American  company  a  royalty 
of  2%  to  3%  of  sales.  Duskin's  clean- 
ing specialists  typically  visit  home- 
owners once  a  month,  for  example, 
cleaning  their  homes  top  to  bottom 
for  $70  to  $300,  depending  on  ser- 
vices. Yes,  they  do  windows. 

At  first  the  house-cleaning  business 
was  a  tough  sell  because  housewives 
felt  guilty  if  they  didn't  clean  their 
own  houses,  according  to  Takashi 
Morisawa,  manager  of  the  Service- 
Master cleaning  division.  But  the  ser- 
vice caught  on  as  more  women  began 
working  and  values  changed.  "House- 
wives would  like  to  spend  more  time 
on  leisure,"  explains  Morisawa. 
"They  want  to  be  released  from  do- 
mestic work." 

Suzuki's  legacy,  however,  includes 
far  more  than  a  concept  of  service  to 
customers.  As  much  as  Ray  Kroc's 
spirit  continues  to  guide  McDonald's, 
Duskin  workers  are  continually  re- 
minded of  Suzuki's  "prayerful  man- 
agement" philosophy  of  doing  busi- 
ness. All  employees  are  required  to 
chant  from  Buddhist  scriptures  before 
and  after  work  every  day.  Employees 
and  major  franchisees  are  sent  to  a 


t0  »NO  BOTTieD  «»v  . 
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three-day  spiritual  training  session  in 
Kyoto,  Japan's  religious  center.  On 
day  one,  the  workers  are  sent  to 
houses  and  told  to  clean  toilets  free 
of  charge.  On  day  two,  they  are  sent 
out  on  the  streets  and  told  to  find  a 
one-day,  unpaid  job.  On  the  last  day, 
they  clean  up  the  facilities  of  the 
spiritual  camp. 

At  Duskin  Food  Business  School,  a 
40-day  training  program  for  Mister 
Donut's  franchisees  (prospective  fran- 
chises pay  the  $4,000  per-person  cost), 
students  are  shown  a  film  depicting 
the  life  story  of  the  white-bearded 
Suzuki. 

Suzuki  began  diversifying  out  of 
cleaning  services  in  the  early  1970s 
when  he  licensed  Mister  Donut  from 
International  Multifoods  Corp.  of 
Minneapolis.  Suzuki  had  met  the 
president  of  Mister  Donut  at  an  Inter- 
national Franchise  Association  con- 
vention in  Chicago  and  realized  the 
chain  could  take  hold  in  Japan.  Today 
Mister  Donut  is  a  $480  million  (sales) 
chain,  with  Dunkin'  Donuts,  operat- 
ed by  the  Seibu  Saison  Group,  a  dis- 
tant second. 

Shigeharu  Komai,  president  of  Dus- 
kin and  Suzuki's  successor,  explains 
the  success  this  way:  "We  improved 
the  image  of  doughnuts  from  junk 
food  for  blue-collar  workers  to  sweets 
for  all."  Mister  Donut  was  an  imme- 
diate smash,  not  least  because  the 
shops  have  a  1950s  American  flavor, 
including  oldies  music,  American  co- 
lonial furniture  and  Elvis  Presley 
posters. 

Komai,  like  his  predecessor,  is  un- 
ashamed of  his  own  eagerness  to  bor- 
row ideas  from  the  U.S.  As  he  puts  it: 
"It's  better  to  take  a  proven  concept 
from  a  foreign  firm  than  to  struggle 
from  nothing."  ■ 
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XEROX 


One  of  the  many  things 
your  fingers  don't  have 

to  do  with  our  copiers. 


At  Xerox,  we've  always  believed  in  mak- 
ing our  own  luck. 

Which  is  why  our  midsized  copiers  are 
designed  to  do  everything  you  ask  of 
them,  time  after  time,  copy  after  copy. 

But  they're  more  than  reliable.  They're 
easy  to  use.  Even  the  most  complicated 
tasks— like  turning  a  batch  of  mixed- 
sized  originals  into  a  set  of  uniform 
copies  or  copying  computer  forms -are 
now  as  simple  as  making  a  single  copy 
on  a  desktop  model.  There  are  even 
fewer  buttons  to  press. 


it**,"' 
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As  for  copy  quality,  that's  another  thing 
you  can  take  for  granted.  Because  our 
breakthrough  microprocessor  technol- 
ogy automatically  monitors  copy  quality 
and  makes  sure  every  copy  is  as  clean 
and  sharp  as  the  first. 

So  find  out  more  about  how  Xerox 
makes  copying  quick  and  easy  by  call- 
ing 1-800-TEAM-XRX,  Ext.  1027. 

And  save  your  luck  for  the  lottery. 


Team  Xerox.  We  document  the  world. 


Yes,  I'd  like  to  learn  more  about  Xerox  midsized 
copiers  and  how  they  can  make  copying  quick  and  easy 

□  Please  send  me  information. 

□  Please  have  a  sales  representative  contact  me. 
Send  this  coupon  to: 

Xerox  Corporation,  PO.  Box  24,  Rochester.  NY  14692 


0152-10289 


Or  call  1-800-TEAM-XRX,  Ext  1027 
(1-800-832-6979,  Ext.  1027). 

XEROX*  is  a  trademark  of  XEROX  CORPORATION 


Mitsui  and  Taiyo  Kobe  will  merge  to  form 
the  world's  second-largest  bank.  Is  rival 
Sumitomo  worried?  Not  very. 


"The  other  banks 
feel  threatened" 


By  Andrew  Tanzer 


Sotoo  Tatsumi,  the  65-year-old 
president  of  Sumitomo  Bank, 
takes  a  puff  on  his  Peace  brand  ciga- 
rette and  reads  a  list  of  Japanese  bank 
profits  during  the  fiscal  year  ended 


last  March.  Note,  he  says,  that  with 
net  earnings  of  $1.5  billion,  up  78%, 
Sumitomo  was  the  most  profitable 
bank  in  Japan  for  the  first  time  in 
three  years. 

He  smiles  and  pulls  out  a  roster  of 
international  bank  profits.  Sumitomo 


Ruben  WalliS/S 


Sumitomo  Bonk  /'resident  SotOO  Tatsumi 
Seeking  to  top  Citicorp  in  profits. 


now  trails  its  role  model,  Citicorp,  by 
only  a  few  hundred  million  dollars. 
Citicorp  Chairman  John  Reed  will 
know  what  the  smile  means:  We're 
out  to  oust  you  from  that  top  spot. 

It  could  happen.  With  assets  of  $369 
billion,  Sumitomo  will  be  the  third- 
largest  bank  in  the  world.  The  merger 
of  Taiyo  Kobe  and  Mitsui  that  takes 
effect  in  April  of  next  year  will  shove 
Sumitomo  from  second  place  in  as- 
sets to  third;  Japan's  Dai-Ichi  Kangyo 
is  number  one  globally  in  assets.  But 
when  it  comes  to  profits,  the  rankings 
change:  Citicorp,  one;  Sumitomo, 
four  (see  table,  p.  88).  And  Sumitomo 
wants  to  be  number  one  in  profits,  not 
in  size. 

In  Japan,  Sumitomo  is  often  criti- 
cized for  paying  too  much  attention  to 
profits,  for  being  too  cold  and  rational; 
worst  of  all,  it  is  called  un-Japanese  by 
some  corporate  clients  and  rival  Japa- 
nese banks. 

Tatsumi,  in  his  austere  Tokyo  of- 
fice, scoffs  at  such  criticism.  "Our 
profit  orientation  is  criticized  because 
others  are  jealous,"  he  says  breezily. 

Jealous  not  only  of  Sumitomo's 
profitability  but  also  of  its  ability  to 
adapt.  As  in  the  U.S.,  the 
banking  scene  is  changing 
rapidly  for  Japan's  13  "city," 
or  national  commercial, 
banks.  The  deregulation  of  in- 
terest rates  on  deposits,  gradu- 
ally implemented  over  the 
past  five  years,  is  sharply  rais- 
ing the  cost  of  money.  Big  cor- 
porate customers  have  drasti- 
cally reduced  borrowing  from 
their  banks,  instead  raising 
cheaper  money  on  global  capi- 
tal markets.  The  Bank  for  In- 
ternational Settlements'  (bis) 
risk-asset  ratio  regulation  is 
forcing  Japanese  banks  to 
boost  their  profitability  in 
order  to  cover  new  reserve 
requirements. 

So  Sumitomo's  traditional- 
ly aggressive  style  has  been 
vindicated.  Because  it  is  more 
profitable  than  its  rivals,  it 
will  have  less  trouble  meeting 
the  new,  tougher  capital  re- 
quirements. With  the  decline 
of  its  bread-and-butter  whole- 
sale lending  business  in  Japan, 
Sumitomo  has  quickly  ex- 
panded retail  lending  and 
raised  noninterest  income 
from  new  businesses  such  as 
mergers  and  acquisitions  and 
leveraged  buyouts. 

Its  major  recent  move  into 
retailing — its  October  1986 
merger  with  Heiwa  Sogo 
Bank — was  a  classic  example 
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COMBINED    PERFORMANCE 


Every  product  that  British  aerospace  companies 
make  is  engineered  for  performance  -  in  space,  in  the 
air.  on  the  battlefield.  on  the  ground  and  under  water. 


AEROSPACE 


ENHANCING 


BUSINESS 


PERFORMANCE 


-   IN   STRATEGIC   PLANNING.    IN   COST  REDUCTION.    IN   MARKETING. 
IN  MAKING  THE  BEST  USE  OF  HUMAN  RESOURCES. 

WHICH  EXPLAINS  WHY  ONE  OF  THE  WORLD'S  GREATEST 
MANUFACTURING  COMPANIES  IS  ALSO  ONE  OF  THE  WORLD  S 
BEST-PERFORMING  BUSINESSES. 
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British  Aerospace  pic,  11  Strand,  London. 
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THE 

PICTURE  OF 

HEALTH. 


The  more  physicians  can  see  inside  a  patient,  the  more  information 
they  can  gather.  The  more  insightful  their  diagnoses  can  be.  And,  of  course,  the 
more  hope  there  is  for  the  patient. 

Toshiba's  cardiovascular  angiographic  systems  offer  doctors  new  ways  to  take 
pictures  of  what's  inside  the  human  heart  faster,  easier  and  with  more  accuracy 
than  ever  before. 

Now  doctors  can  see  multiple  images  simultaneously.  Images  can  be 
enlarged.  And  computer- enhanced  color  can  be  added  to  increase  information 
and  diagnostic  capability. 

Throughout  all  our  medical-related  technologies,  from  X-rays  and  computer 
tomography  scanners  to  magnetic  resonance  imaging  and  imaging  processing, 
Toshiba's  vision  has  always  been  clear:  to  build  the  most  sophisticated  diagnostic 
equipment  in  the  industry. 

Not  just  for  the  health  of  our  business ,  but,  more  importantly,  for  the 
health  of  the  people  who  need  it. 


In  Touch  with  Tomorrow 

TOSHIBA 

For  more  information,  write  Toshiba  America  Medical  Systems.  Inc..  2441  Michelle  Drive.  Tustm.CA  92680  or  call  1-800-421-1968 


Personal  Affairs  welcomes  Fratelli  Rossetti  to  it 
premiere  issue  October  23rd. 


A  CERTAIN  WORLD  WALKS  IN  ROSSETTI 

601  Madison  Avenue  (57  st.)  New  York,  NY  10022  (212)  888-5107 


Our  performance 
speaks  for  itself. 


Twentieth  Century  Growth  Investors  Fund 


Average  Annual  Total  Return  as  of  June  30,  1989 

20.2"  19.9*  207  245 


% 


lYear 


5  Years 


10  Years 


15  Years 


Call  toll-free: 

1-800-345-2021 

Data  quoted  represents  past  performance.   Intt  stmt  nt  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  more  or  less  than  original  cost.   For  complete  information 
about  Twentieth  Century,  including  charges  and  expenses, 
call  toll-free  for  an  Information  Kit  and  Prospectus. 
Please  read  the  Prospectus  carefully  before  investing. 


R  ().  Box  H9200,  Kansas  City.  MO  64141-62M) 


No-Load  Mutual  Funds 
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of  how  determined  Sumitomo  can  be 
once  it  has  made  up  its  mind.  While 
other  city  banks  were  wary  of  the 
disastrous  Tokyo-based  savings  and 
loan — only  2  of  103  branches  were 
profitable — Sumitomo  snapped  it  up. 
"They  made  the  management  deci- 
sion to  pay  the  price,"  comments  an 
executive  of  another  Japanese  bank. 

The  price  was  high:  Sumitomo 
wrote  off  $750  million  of  Heiwa's 
loans,  dragging  down  profits  for  two 
years.  Then  it  retrained  Heiwa  bank- 
ers and  integrated  the  branch  network 
into  the  Sumitomo  system,  returning 
most  branches  to  profitability.  But, 
most  important,  the  acquisition  enor- 
mously strengthened  Sumitomo's  To- 
kyo base  (Sumitomo  is  headquartered 
in  Osaka),  a  move  of  vital  strategic 
importance. 

Japan's    economy    is    increasingly 


Because  of  government 
restrictions  on  opening 
branches  and  Tokyo's  tight 
supply  of  office  space, 
Sumitomo  couldn't  have 
built  a  strong  network  in 
the  capital  without  an 
acquisition.  Tatsumi  calls 
the  takeover  "a  historical 
event  for  us." 

concentrated  in  Tokyo,  which  now 
accounts  for  more  than  half  of  all  the 
bank  loans  and  deposits  in  the  coun- 
try. The  Tokyo  retail  market — loans 
to  small  and  medium-size  businesses 
and  to  individuals — is  growing  espe- 
cially rapidly. 

Because  of  government  restrictions 
on  opening  branches  and  Tokyo's 
tight  supply  of  office  space,  Sumi- 
tomo could  not  have  built  a  strong 
network  in  the  capital  without  an  ac- 
quisition. Tatsumi  isn't  exaggerating 
when  he  calls  the  takeover  "a  histori- 
cal event  for  us."  He  adds:  "The  other 
major  banks  feel  threatened." 

Sumitomo  had  little  choice  but  to 
assault  the  retail  market.  Because  of 
financial  liberalization  and  the  boom- 
ing Tokyo  Stock  Exchange,  listed 
companies  can  raise  cheap  money — 
often  costing  only  1% — by  issuing 
stock  or  equity-linked  bonds.  During 
the  last  few  years,  prime  customers 
like  Matsushita  Electric  and  nec  have 
raised  almost  all  their  external  financ- 
ing on  capital  markets. 

Rising  funding  costs  have  also  tak- 
en the  profit  out  of  lending  to  big 
corporations.  Steady  deregulation  of 
interest  rates  is  raising  the  rates  Su- 
mitomo must  pay  for  deposits. 

For  instance,  the  minimum  denom- 
ination for  negotiated-rate  large-lot 
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Discover  Columbus  and  Ricart  Ford. . . : 


The  Largest  Retail  Car  Dealer  in  the  World. 


licart  Ford  is  the  largest  retail  automobile  dealer  in  the 
vorld  in  unit  sales  of  new  and  used  cars — figures  verified 
>y  Automotive  News,  Auto  Age,  and  Auto  Dealer.  Not 
urprisingly,  Ricart  Ford  is  located  in  Columbus. 

Fred  Ricart  and  his  brother  Rhett,  co-owners  of  the 
amily  business  note:  "Columbus  is  a  progressive  city, 
narked  by  a  down-to-earth,  joyous  attitude  of  optimism. 
lie  people  here  are  on  the  go,  and  the  direction  is  up. 
Tiis  city  is  good  for  business — it  has  enabled  us  to  be  a 
lational  leader." 

Ricart's  success  owes  much  to  its  ag- 
ressive,  zany,  fun-loving  promotional 
ampaigns.  The  original  tunes  of  guitar- 
trumming  Fred  Ricart  never  fail  to  strike 
positive  chord  with  the  car  buyers  of 
lolumbus. 


DISCOVER 
COLUMBUS 


Fred  Ricart's  creative  talents  are  perhaps  best  high- 
lighted in  the  extremely  successful  drug  and  alcohol  pro- 
gram he  helped  pioneer  for  Columbus  teens.  His  attention- 
getting  1988  white  Lamborghini  patrol  car  and  music 
program  have  helped  save  the  city's  best  resource,  the 
young  people  of  Columbus.  To  date,  not  one  program  par- 
ticipant has  been  involved  in  a  traffic  fatality.  That's  an  in- 
vestment a  balance  sheet  cannot  measure, 
one  that  helps  make  Columbus  a  great 
place  to  live  as  well  as  do  business. 

Discover  ways  that  you  may  invest  in  a 
city  that  is  readying  itself  for  the  2 1  st  centurv . 
Write  or  call: 


Central  Ohio  Marketing  Council 

One  Columbus,  10  West  Broad  Street,  Suite  1390 
Columbus,  Ohio  43215  ■  (614)  621-3133 


Seven  Banks,  one  netwoi 

This  is  the  M 


The  advantage  of  belonging  to  a  group  is  that  each  component  benefits  from  the  different  skilk 
strengths  of  the  others.  They  are  separate  entities  and  as  such  meet  the  needs  of  their  parti) 
markets  in  their  different  ways.  The  end  result  is  more  flexibility  and  versatility  for  the  group [ 
whole  and  a  wider  range  of  services  for  its  varied  clientele.  The  MPS  Banking  Group  is  such  a  gro| 
has  continued  to  expand  in  Italy  and  throughout  the  world,  to  renew  and  develop  its  activities  ar 
a  result,  to  achieve  positive  financial  results  year  after  year.  Monte  dei  Paschi  di  Siena, 


ADMARCO 


jr  worldwide  coverage, 
anking  Group. 


:ana,  Credito  Commerciale,  Credito  Lombardo,  Banco  Valdostano,  Istituto  Nazionale  di  Credito 
il  Lavoro  Italiano  all'Estero,  Italian  International  Bank,  seven  banks  of  different  sizes,  in 
rent  places,  with  different  strategies,  but  equally  committed  to  one  programme,  one  network. 
Banking  Group  has  branches  and  representative  offices  in  New 
,  London,  Paris,  Frankfurt,  Brussels,  Moscow,  Singapore,  Cairo,  Sao 
o  and,  by  the  end  of  1989,  also  in  Madrid,  Beijing  and  Tokyo. 


MPS 


BANKING  GROUP 


Kuhcn  Willis  ^ipa 


Trading  room  at  Sumitomo 

"We  don't  want  to  miss  any  chance  to  earn  commissions. 


How  they  stack  up 

Japan's  colossal  city 
banks  as  measured  by 

banks  dominate  the  ranks  of  the  world's  largest 
assets.  But  they  lag  in  profitability. 

Assets 
rank      Bank 

Assets 

($mil) 

Income                                               Income 
rank      Bank                                       ($mil) 

1        Dai-Ichi  Kangyo 

$383,768 

1        Citicorp                                 $1,858.0 

2       Mitsui  Taiyo  Kobe* 

380,027 

2       National  Westminster          1,708.3 

3       Sumitomo 

368,982 

3        Barclays                                   1,616.0 

4       Fuji 

354,027 

4       Sumitomo                               1,500.0 

5       Mitsubishi 

346,169 

5       Dai-Ichi  Kangyo                     1,360.1 

Exchange  rate,  132  1  yen  =  SI. 

'Assumes  merger                                                   Source  OCA  ltd. 

deposits  has  been  cut  from  $7  million 
in  1985  to  $70,000.  Banks  pay  4.15% 
to  individual  depositors  on  six-month 
"super  money  market  certificates" 
launched  in  June,  compared  with  the 
3.2%  many  of  the  certificate  holders 
were  getting  on  their  savings  ac- 
counts before  then.  The  proportion  of 
Sumitomo's  yen  deposits  being  held 
at  market  interest  rates  has  doubled 
to  52%  in  two  years. 

In  pursuit  of  higher  spreads  on 
loans,  Sumitomo,  like  so  many  large 
regional  American  banks,  has  stepped 
down  a  couple  of  notches  to  target 
smaller  businesses.  Tatsumi  trans- 
ferred hundreds  of  bankers  from  the 
head  office  to  branches,  "to  strength- 
en the  front  lines  for  a  quick  response 
to  customers."  Once  concerned  main 
ly  with  lending  to  mighty  industrial 
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companies,  Sumitomo  now  lends 
largely  to  businesses  like  restaurants, 
real  estate,  pachinko  parlors  and  shop 
owners,  with  most  of  the  loans  se- 
cured on  property.  Over  the  past  four 
years  the  share  of  loans  to  the  retail 
sector  has  jumped  from  51%  to  73% 
of  Sumitomo's  portfolio. 

Loans  to  consumers,  once  ignored 
by  the  big  city  banks,  are  also  surging. 
The  attraction,  again,  is  the  wide 
spreads:  Sumitomo,  for  instance, 
charges  11%  on  bank  card  loans,  6 
points  above  the  short-term  prime 
rate.  The  bank's  consumer  loans,  in- 
cluding mortgages,  have  quadrupled 
since  1985,  to  $28  billion. 

The  Bank  for  International  Settle- 
ments' rules,  which  require  banks  to 
raise  their  ratio  of  capital  to  risk- 
weighted  assets  to  8%  by  1993,  are 


forcing  Japanese  banks  to  fo- 
cus more  on  profits  and  less 
on  asset  growth. 

Sumitomo,  like  several  oth- 
er Japanese  banks,  has  already 
reached  the  8%  level  the  easy 
way — by  issuing  billions  of 
dollars'  worth  of  stock  and 
convertible  bonds,  and  by  sell- 
ing off  billions  of  dollars  of 
stockholdings  in  other  Japa- 
nese companies.  Now  Ta- 
tsumi says  the  bank  has  to 
push  up  operating  profits  to 
support  a  10%  annual  growth 
in  assets. 

Much  of  the  growth  will 
come  from  noninterest  in- 
come, in  which  Sumitomo 
holds  a  wide  lead  over  the  oth- 
er Japanese  city  banks.  Last 
year  fees  and  commissions 
from  such  transactions  as  fu- 
tures, options,  private  place- 
ment of  bonds,  and  foreign  ex- 
change and  government  bond 

dealing  jumped  60%,  to  $940 

million. 

Sumitomo  has  been  particularly  ag- 
gressive in  leveraged  buyouts  and 
merger  and  acquisition  deals  in  the 
U.S.  and  Europe,  earning  advisory  and 
loan  commitment  fees  in  dozens  of 
deals.  The  bank  was,  for  instance,  the 
adviser  to  Yamanouchi  for  its  $395 
million  takeover  of  San  Francisco- 
based  Shaklee,  the  vitamin  and  nutri- 
tional supplements  marketer.  Sumi- 
tomo arranged  Japanese  financing  for 
Campeau's  buyout  of  Federated  De- 
partment Stores  and  earned  a  $2.5 
million  loan  commitment  fee  from 
Paramount  in  the  latter's  failed  bid  for 
Time  Inc.  Tatsumi:  "We  don't  want 
to  miss  any  chance  to  earn  commis- 
sions overseas." 

He  means  it.  Sumitomo's  invest- 
ment banking  ambitions  are  still  lim- 
ited by  regulations  at  home  and 
abroad.  So,  in  Europe,  Sumitomo  un- 
derwrites corporate  bond  issues 
through  its  London  investment  bank- 
ing subsidiary  and  Banca  del  Got- 
tardo,  a  Swiss  bank  it  acquired  in 
1984.  In  December  1986  Sumitomo 
paid  $500  million  for  a  12.5%  share  of 
Goldman,  Sachs'  profits,  but  Federal 
Reserve  Board  restrictions  preclude 
extensive  business  development  be- 
tween the  two  companies. 

At  home  in  Japan,  Glass-Steagall- 
like  restrictions  keep  Sumitomo  out 
of  things  like  securities  underwriting, 
but  Sumitomo  is  pushing  hard  for  re- 
moval of  these  restrictions.  Many  Jap- 
anese bankers  think  in  terms  of  com- 
peting with  other  Japanese  bankers. 
Sumitomo  thinks  in  terms  of  compet- 
ing with  the  world.  ■ 
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Sometimes  what  it  takes  to  put  a  life  back 
ogether  is  a  hammer  and  nails.  tlZl™Z~ 

rives  home  a  new  skill.  Another  tears  down  an  old  wall.  And  tears  down  old  defeatism. 

These  women  are  rehabilitating  a  neighborhood.  And  at  the  same  time,  they  are 
ehabilitating  themselves.  They  are  inmates  at  the  nearby  Marysville  prison  who  are 
ontributing  to  a  neighborhood  revitalization  project  funded,  in  part,  by  General  Dynamics. 

They  learn  to  replace  drywall,  fixtures,  cabinetry,  stairways,  porches,  siding, 
Dofing,  and  more. 

For  the  community,  the  result  is  very  high  quality,  affordable  family  housing. 

For  prisoners  turned  productive,  the  result  is  new  confidence, 

ew  job  skills,  and  a  new  chance  at  life.  GENERAL  DYNAMICS 

A  Strong  Company  For  A  Strong  Country 


Considering  having  a  go  at  commodity 
trading?  Better  read  this  before  you  do. 


Heads  you  lose, 

Tails  you  lose 

even  more 


By  Richard  L.  Stern 


It  is  a  well-established  fact  that 
commodities  trading  is  a  sucker's 
game  for  all  but  a  handful  of  pro- 
fessionals— and  sometimes  for  them 
as  well.  Yet  otherwise  intelligent  peo- 
ple keep  playing  the  commodities 
game.  For  the  possible  benefit  of  those 
who  have  not  yet  learned  to  steer 
wide  of  this  foolish  form  of  gambling, 
we  excerpt  an  exchange  of  letters. 

Bruce  Pearson,  the  loser,  was  not 
one  of  those  naive  souls  who  think 


they  can  get  rich  following  some  trad- 
ing system.  A  Midland,  Tex.  geolo- 
gist, he  chose  a  commodity  he  knew 
something  about — oil  futures — and 
rather  than  following  some  get-rich 
system  or  trusting  his  hunches,  gave 
control  over  his  account  to  an  experi- 
enced account  executive  with  a  repu- 
table brokerage  firm. 

In  the  hope  of  saving  other  people 
from  making  the  same  mistake,  Pear- 
son gave  us  permission  to  excerpt  his 
correspondence  on  the  subject.  We 
have  deleted  the  name  of  the  broker 


because  neither  we  nor  Pearson  feel 
any  particular  blame  attaches  to  the 
broker:  Pearson  admits  he  went  in 
with  his  eyes  open.  The  blame  lies 
with  commodity  trading  itself  rather 
than  with  the  broker,  who  made  Pear- 
son no  extravagant  promises  and  ac- 
tually managed  to  avoid  trading 
losses. 


Dear  Sirs: 

On  Aug.  17,  1987  I  opened  a  com- 
modity (oil  futures)  trading  account 
with  you  with  $20,000,  my  intention 
being  to  stay  with  you  for  a  year, 
enough  time  to  give  your  ideas  a  fair 
trial.  I  closed  the  account  on  Aug.  19, 
1988,  receiving  $13,621.27,  for  a  loss 
of  $6,378.73. 

I  opened  this  account  fully  aware  of 
the  risks  in  commodity  trading,  real- 
izing that  futures  prices  are  not  en- 
tirely predictable,  even  by  the  most 
conscientious  analysts  and  experts.  I 
know  that  there  was  a  real  effort  to 
make  this  venture  profitable  for  me. 

My  problem  and  complaint  is  in 
regard  to  commissions  and  fees  that 
were  paid  during  this  year  of  trading. 
If  my  figures  are  correct,  the  total 
amount  of  commissions  paid  during 
this  year  was  $6,541.00.  Fees  paid  to- 
taled $365.54.  As  you  can  see,  this  is 
very  close  to  the  total  amount  of  loss 
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in  this  account.  This  means  that  in 
order  to  break  even  on  a  $20,000  ac- 
count, I  would  have  needed  to  make  a 
30%  profit  just  to  recover  enough 
money  to  pay  your  commissions. 

Very  truly  yours, 

Bruce  Pearson 

Geologist 

Midland,  Tex. 


The  broker  then  responded  with  an 
acknowledgment  and  a  follow-up: 


Dear  Mr.  Pearson: 

Please  be  advised  that  we  are  in  the 
process  of  investigating  the  matter 
outlined  in  your  letter  and  will  report 
to  you  as  soon  as  we  have  developed 
the  relevant  information. 

[broker] 


Dear  Mr.  Pearson: 

Due  to  the  highly  speculative  na- 
ture of  commodities  investing  it  is 
indeed  possible  for  commission 
charges  to  comprise  the  bulk  of  your 
losses.  This  type  of  financial  vehicle 
historically  generates  a  great  deal  of 
trades,  which  logically  results  in 
higher  commissions.  The  confirma- 
tions which  you  received  after  each 
transaction  fully  detail  the  charges  for 


each  trade.  Therefore,  we  submit  that 
you  should  have  been  aware  of  the 
fees  assessed  to  your  holdings. 

Although  we  certainly  regret  any 
losses  sustained  to  the  account  of  a 
valued  client,  we  have  uncovered  no 
evidence  of  impropriety  on  the  part  of 
your  financial  consultant.  It  is  the 
determination  of  this  firm  that  no  ad- 
justment is  warranted. 

[broker] 


Pearson  replied: 

Your  letter  reinforces  the  fact  that  I 
made  the  right  decision  in  terminat- 
ing this  account  after  one  year.  If  com- 
missions were  to  continue  to  be 
charged  at  the  same  rate  in  the  future, 
my  entire  investment  would  have 
been  used  up  in  commissions  in  an- 
other two  years. 

It  appears  that  you  have  great  confi- 
dence in  your  associates  if  you  believe 
that  they  are  consistently  able  to  gen- 
erate for  your  investors  enough  in- 
come to  pay  30%  annually  in  com- 
missions and  then  make  a  profit  on 
top  of  that. 

Very  truly  yours, 
Bruce  Pearson 


Pearson    then    sent    copies    of    the 
correspondence    to    the    authorities 


in  Washington,  D.C. 


Robert  McNamara  Jr. 

Deputy  Director  for  Enforcement 

Commodity  Futures  Trading 

Commission 
2033  K  St.  NW 
Washington,  D.C.  20581 

Dear  Mr.  McNamara: 

I  did  not  expect  to  make  a  killing 
trading  commodity  futures  and  I  was 
never  given  a  high-pressure  sales 
pitch  with  any  promise  of  extraordi- 
nary profits.  My  basic  motive  for  try- 
ing this  type  of  trading  account  was  to 
somehow  hedge  against  the  terrific 
whipping  we  have  been  taking  in  the 
oil  business  as  a  result  of  falling  and 
fluctuating  crude  oil  prices.  Obvious- 
ly this  tactic  didn't  work  out  in  my 
case,  but  it  seemed  to  be  worth  a  try. 
Very  truly  yours, 
Bruce  Pearson 


A  true  story:  Well-informed  inves- 
tor, served  by  a  competent  broker, 
breaks  even  in  commodity  trading 
and  still  loses  a  third  of  his  capital  in 
one  year.  Think  of  how  much  the 
investor  might  have  lost  had  his  bro- 
ker proved  to  be  incompetent  or  dis- 
honest. ■ 
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CENTEL 

Wherever  life  takes  you,  Centel  keeps  you 

close  to  home.  Our  cellular  system  is  already 

second  in  number  of  markets  served  and 

growing  fast.  Hardly  surprising,  considering 

our  leadership  position  in  digital  switching  and 

fiber  optics,  expertise  our  people  at 

Centel  Cellular  share  with  their  colleagues  at  our 

telephone  operations.  All  of  which  helps  us 

bring  people  a  little  closer  together  each  day. 

WHERE  PEOPLE  CONNECT 

■Cellular  Communications- 

Telephone  •  Business  Systems  • 

•  Power  Distribution  • 


Japanese  managements  make  mistakes 
too:  Seiko  Group  jeopardized  its  com- 
manding lead  in  the  U.S.  watch  business. 


By  Gale  Eisenstodt 


The  last 
emperor? 


Pamela  Fernuik 


Reijiro  nation,  chairman  of  the  Seiko  Group 

No  ordinary  businessman,  but  business  aristocracy. 


VTisiting  Reijiro  Hattori  is  like 
stepping  into  the  past.  Not  the 
past  of  Japan,  but  perhaps  that  of 
18th-century  England.  The  walls  of 
Hattori 's  Tokyo  meeting  room  are 
richly  paneled  in  wood.  Thick  bro- 
cade curtains  are  cinched  with  heavy 
silk  ropes.  The  room  announces  that 
Hattori  is  no  ordinary  businessman, 
but  business  aristocracy:  ruler  of  Ja- 
pan's powerful,  century-old  Seiko 
Group,  known  today  for  watches  and 
Epson  printers. 

But  things  have  not  gone  well  of 
late  for  the  empire.  The  group's  only 
public  company,  Hattori  Seiko,  is  los- 
ing money  in  a  fragmented  watch 
market.  It  reported  a  loss  of  $22  mil- 
lion on  sales  of  $2.8  billion  for  the 
1989  fiscal  year  ended  in  March.  The 
year  before  was  even  worse:  $65  mil- 
lion in  losses  on  similar  sales.  Big 
Japanese  companies  are  not  supposed 
to  lose  money  like  this. 

Because  it  is  publicly  held,  Hattori 
Seiko  is  the  most  visible  part  of  the 
Hattori  empire.  The  Hattori  clan 
owns  40%  of  Hattori  Seiko,  and  they 
also  control  the  group's  two  private 
companies,  which  are  doing  better 
than  the  public  company.  Seiko  Ep- 
son, on  revenues  of  about  $3  billion, 
made  $154  million  pretax  last  year. 
But  even  Epson,  with  29%  of  the  U.S. 
printer  market  and  around  4%  of  the 
pc  market,  is  finding  it  tough  going  in 
the  turbulent  high-tech  world.  As  im- 
pact printers  give  way  to  laser  print- 
ers, Epson  is  seeing  its  market  leader- 
ship erode.  The  other  private  compa- 
ny, Seiko  Instruments,  is  slipping  by 
with  tiny  profit  margins  of  about  1%. 

What  went  wrong?  The  high  yen  is 
the  easy  culprit,  but  the  Seiko 
Group's  problems  go  much  deeper. 
The  unusual  corporate  setup,  once  an 
asset,  is  today  a  liability.  The  Hattori 
empire  is  complex.  Both  Seiko  Epson 
and  Seiko  Instruments  make  watches 
that  Hattori  Seiko  sells.  Epson  not 
only  manufactures  printers  but  mar- 
kets them  as  well,  as  does  Seiko  In- 
struments with  its  robots  and 
cad/cam  systems. 

Call  it  a  loose  confederation.  Until 
recently  it  was  run  by  Reijiro's  cousin 
Ichiro,  the  leader  of  the  private  com- 
panies, and  Reijiro's  elder  brother 
Kentaro.  After  their  deaths,  in  1987, 
Reijiro  stepped  up  as  chairman,  and 
outsiders  were  appointed  to  top  posi 
tions  of  all  the  firms. 

In  the  early  years  the  competition 
between  the  two  manufacturers  pro- 
vided Hattori  Seiko  with  midpriced 
watches  using  the  world's  most  ad 
vanced  methods.  The  Seiko  compa 
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DISTINGUISHED 
SERVICE 
MEDAL 

For  service  above  and  beyond 
the  call  of  duty,  we  present  the 
British  Airways  Staff.  Whether 
in  the  air  or  on  the  ground,  they 
leave  a  lasting  impression  by 
putting  passengers  first.  So, 
come  fly  with  us  and  see  just 
how  distinguished  the  British 
can  be. 


BRITISH  AIRWAYS 


The  world's  favourite  airline." 


HAS  VASTLY 

IMPROVED  ON  AN 
OLD  LINE? 
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V. 


nun  who! 


Telecommunications  technology 
has  undergone  some  incredible  breakthroughs 

in  the  past  10  years.  And  Daewoo  is  right  at  the 
forefront  of  this  new  technology,  manufacturing 
the  very  latest  fiber  optics.  The  fact  is,  whether  you're 
talking  telecommunications  or  televisions,  Daewoo  is 
constantly  improving  its  products  to  make  them  the  most  highly 

advanced  on  the  market.  By  putting  such  a  great  importance 
on  high  technology,  Daewoo  has,  in  just  over  20  years,  become 
a  leader  in  industries  as  diverse  as  telecommunications 
and  shipbuilding,  aeronautics  and  automotives,  hotels  and 
finance.  Find  out  how  Daewoo's 
expertise  can  improve  the  way  people  talk 
about  your  company. 


Daewoo's  wide  range  of  high  technology  includes 
state-of-the-art  fiber  optics. 


Daewoo  International  (America)  Corp.  (212)  909-8200. 


Technology  no  longer  gives 
Seiko  a  strong  edge. 
Watchmaking  was  once 
confined  to  traditional 
watchmaking  companies, 
but  now  anyone  can  buy 
quartz  movements  and 
case  them.  That  has  left 
Hattori  Seiko  floundering 
in  the  fuzzy  area  of 
fashion  as  it  competes 
with  newcomers  from 
Hong  Kong  and  the 
reinvigorated  Swiss. 


nies  achieved  technological  domi- 
nance in  quartz  movements  early.  It 
was  Seiko  that  ended  Switzerland's 
longstanding  dominance  of  the  im- 
portant middle-market  segment  of 
the  world  timekeeping  business. 

But  technology  no  longer  gives 
Seiko  a  strong  edge.  Watchmaking 
was  once  confined  to  traditional 
watchmaking  companies,  but  now 
anyone  can  buy  quartz  movements 
and  case  them.  That  has  left  Hattori 
Seiko  floundering  in  the  fuzzy  area  of 
fashion  as  it  competes  with  newcom- 
ers from  Hong  Kong  and  the  reinvigo- 
rated Swiss.  Now  even  fashion  de- 
signers can  put  their  names  on  watch- 
es, buying  the  guts  from  others. 

Pride  went  before  Hattori  Seiko's 
fall.  Determined  to  be  the  world's 
number  one  watch  producer,  it  went 
head-to-head  with  Japanese  rival  Citi- 
zen. As  the  two  companies  spat  out 
more  watches  than  the  market  could 
absorb,  profit  margins  collapsed. 

But  Citizen  has  manufacturing  and 
marketing  under  one  roof,  a  more  effi- 
cient and  profitable  setup  than  Hat- 
tori Seiko's.  Citizen  also  kept  produc- 
tion up  by  selling  movements — the 
watch's  innards — to  other  makers. 
Only  recently  did  Hattori  Seiko  start 
selling  movements  in  a  big  way. 

When  the  yen  began  its  ascent  in 
1985,  Hattori  Seiko  was  saddled  with 
bulging  inventories  and  faced  compe- 
tition it  could  no  longer  beat.  This 
was  particularly  true  in  the  U.S.  To 
move  merchandise,  it  introduced  its 
lower-priced  Lorus  brand  in  the  early 
1980s,  but  never  made  much  head- 
way. It  later  moved  upmarket — with 
scant  success — by  buying  an  old 
Swiss  name  and  bringing  out  high-end 
Jean  Lassale  watches. 

But  in  the  mid-1980s  Swiss  manu- 
facturers came  back  fighting,  first 
with  the  Swatch  and  then  with  more 
expensive  high-fashion  lines  such  as 
Movado.  At  the  high  end,  Swiss  Ro- 
lexes,  Patek  Philippes  and  other  old 
brands  continued  to  dominate. 

As  competition  tightened,  volume- 
oriented  Hattori  Seiko  was  slow  to 
respond.  With  marketing  and  manu- 
facturing done  by  separate  companies, 
it  was  "like  turning  a  big  ship,"  re- 
calls one  former  employee. 

Hattori  Seiko's  biggest  debacle  was 
in  the  gray  market,  which  is  made  up 
of  genuine  merchandise  obtained  by 
unauthorized  dealers  from  unautho- 
rized suppliers  and  then  offered  at  a 
discount.  In  Hattori  Seiko's  case,  say 
former  employees  now  at  rival  firms, 
the  company  was  so  desperate  to  sell 
that  it  did  much  of  the  gray  marketing 
itself.  Result:  The  U.S.  market  was 
flooded  with  discounted  Seikos.  That 
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angered  retailers  selling  Seikos  at  full 
price,  and  some  dropped  the  brand. 
Shigeho  Kurashina,  president  of  Hat- 
tori Seiko's  U.S.  subsidiary,  says:  "I 
don't  want  to  warm  over  a  lot  of  past 
history  by  talking  about  this  subject." 

While  Hattori  Seiko,  the  public 
company,  was  floundering  for  the  past 
few  years,  the  two  private  Hattori  out- 
fits were  still  doing  okay;  after  all, 
they  were  protected  by  agreements  to 
supply  a  given  number  of  watches  to 
the  public  company.  Explains  Reijiro 
Hattori:  "In  watches  all  the  currency 
and  inventory  risks  are  carried  by  Hat- 
tori Seiko — not  Epson,  not  Seiko  In- 
struments." Also,  until  recently, 
Seiko  Epson  was  riding  a  wave  of 
strong  demand  for  its  printers. 

Using  the  profits  from  watch  pro- 
duction, the  two  private  companies, 
Seiko  Instruments  and  Seiko  Epson, 
early  on  diversified  into  computers, 
semiconductors  and  robotics;  watch- 
es are  now  just  40%  of  sales  at  Instru- 
ments, 18%  at  Epson.  "We  are  main- 
taining the  watch  business  to  gener- 
ate cash  but  are  paying  more  attention 
to  the  new  areas  because  they're  so 
competitive,"  says  Reinosuke  Hara, 
Seiko  Instruments  president. 

What  next?  Hattori  Seiko,  which 
also  sells  jewelry  and  eyeglasses,  is  still 
nearly  70%  dependent  on  timepieces 
for  revenues  and  diversifying.  Its  bold- 
est effort  is  through  Seikosha,  its  clock 
manufacturing  subsidiary,  now  mak- 
ing semiconductors  and  printers,  as  are 
other  branches  of  the  group.  Both  Sei- 
kosha and  Seiko  Epson,  for  instance, 
are  trying  to  sell  dot-matrix  printers  in 
the  fiercely  competitive  U.S.  market. 
There  is  some  concern  that  Epson  will 
lose  its  lead  in  impact  printers  next 
year,  and  it  has  been  slow  to  get  into 
laser  printers,  the  segment  with  the 
most  growth  potential. 

Can  Reijiro  Hattori  get  things  mov- 
ing again?  Consultants  talk  of  restruc- 
turing. "Unless  the  companies  merge, 
Hattori  Seiko  will  stagnate  and  the 
potential  of  the  factories  will  never  be 
fully  utilized,"  says  Yoshihisa  Mur- 
asawa,  a  vice  president  at  Booz,  Allen 
&  Hamilton  in  Japan. 

But  Reijiro  Hattori  sees  no  need  for 
a  drastic  restructuring.  Moreover, 
Seiko  Epson  is  largely  owned  by  Rei- 
jiro's  cousins,  who  would  surely  be 
reluctant  to  yield  control. 

Sad.  The  Seiko  companies  have 
been  at  the  forefront  of  Japanese  tech- 
nology for  over  a  century:  the  first  to 
make  alarm  clocks  in  Japan,  manufac- 
turer of  the  first  quartz  watch,  and  an 
innovator  in  printers.  But  an  antiquat- 
ed structure  and  indecisive  family 
management  is  wasting  the  precious 
asset  of  market  leadership.  ■ 
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The  right  mix  of  stocks,  bonds  and 
cash  in  a  CMA®  account  can  help 
you  reach  your  financial  goals. 

Responding  quickly  and  effec- 
tively to  market  changes  can  be  an 
upstream  battle. 

You  call  your  financial  consul- 
tant when  stocks  go  up  or  down. 
Your  banker  when  money  market 
and  CD  rates  change.  Yet  another 
call  when  a  new  tax-advantaged 
investment  appears. 

But  with  the  Merrill  Lynch  Cash 
Management  Account®  financial 
service,  one  call  can  do  it  all.  Be- 
cause the  CMA®  account  is  more 
than  a  brokerage  account,  it's  a 
central  asset  account.  It  allows 
you  to  coordinate  and  manage  all 
the  assets  in  your  investment 

c1989  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc  Member  SIPC 


portfolio  with  other  traditional 
day-to-day  financial  activities-all 
in  a  single  stroke. 

The  CMA  account's  automatic 
sweep  feature  keeps  your  money 
working  for  you  virtually  all  the 
time.  And  it's  always  available, 
whenever  you  need  it,  thanks  to 
unlimited  checking  and  a  Visa® 
card. 

The  CMA  account  also  gives 
you  the  added  advantage  of  profes- 
sional assistance  from  a  Merrill 
Lynch  Financial  Consultant  to  help 
you  make  timely  investment  deci- 
sions. Combine  that  with  a  monthly 
statement  that  shows  all  your 
account  activity,  and  it's  easy  to  see 
why  the  CMA  account  is  a  perfect 
place  to  centralize  your  assets. 

Discover  how  the  Merrill  Lynch 
CMA  account  can  help  you  pull  it 


all  together.  You'll  be  teaming  up 
with  the  best. 

For  more  information  about  the 
CMA  account  and  the  CMA  money 
market  funds,  including  charges 
and  expenses,  obtain  prospectuses 
from  a  Merrill  Lynch  Financial 
Consultant  by  calling  your  local 
Merrill  Lynch  office.  Read  the  pros- 
pectuses carefully  before  you 
invest  or  send  money. 

Call  the  toll-free  number  today 
to  find  out  how  the  CMA  account 
can  work  for  you. 

1 800  637-7455,  ext.  6523 


Merrill  Lynch 

A  tradition  of  trust. 


"When  a  company  has  a  name  as  well- 
known  as  Westinghouse,  people  think  they 
know  what  you  do. " 


Wfesdnghouse 

Today 

"People  think  we  still  make  appliances. 
We  haven 't  made  them  in  nearly  15  years.  j 

"People  think  we  still  make  light  bulbs. 
We  haven't  made  them  in  over  six  years. 

"And  some  people  think  we're  still  in  the 
same  businesses  we  were  100  years  ago. 
Well,  we  are  and  we  aren  't. 

"Westinghouse  is  a  company  committed 
to  quality,  doing  surprising  things  that 
touch  people's  lives  in  surprising  ways- 
all  over  the  world. 

"We're  a  company  you  should  get  to 
know  better. "  ^ 


John  C  Marous 
Chairman  and 
Chief  Executive  Officer 


Financial  Services 

One  of  Americas 

top  six  business 

finance  companies. 

Westinghouse  Credit 
and  its  financial  service 
affiliates  offer  a  wide 
range  of  services. 
Including  capital  for 
business  expansion, 
acquisitions  and  re- 
capitalizations, commer- 
cial and  residential  real 
estate  development, 
and  leasing  and  financ- 
ing major  equipment  and  facilities. 

\\    play  a  major  role  in  employee  buy-outs  of 
established  businesses.  We  make  equity  investments 
in  companies.  And  buy,  sell,  and  manage  income- 
producing  real  estate  pa>perties. 


Broadcasting 

More  than  100  million 

people  tune  in  toWestirighouse 

everyday 

Westinghouse  Group  W  Broadcasting  is 
one  of  America's  largest,  most  diversified  anc 
fastest  growing  entertainment  companies. 
Group  W  radio  stations  broadcast  to  one 
out  of  three  American  homes.  In  fact,  WINS 
all-news  radio  in  New  York  is  the  nation's 
most-listened-to  station. 

Our  five  TV  stations  are  seen  in  10  million 
homes  a  week,  and  each  is  a  leader  in  news 
and  local  programming.  And  the TVGroup's 
NEWSFEED  Network  is  the  nation's  largest 
video  news  service. 

We  syndicate  the  hottest  new  show 
on  children's  TV,  "Teenage  Mutant 
Ninja  Turtles,"  to  more  than  140 
stations  across  the  country. 
And  we  also  distribute  more 
programming  via  satellite  thar 
anybody  else.  We  even  marke 
cable  TV's  popular  "The 
Nashville  Network." 


Environment 

A  leader  in  tackling 
tougji  environmental  problems. 

Our  waste-to-energy  systems  are  disposing 
of  garbage  while  efficiently  turning  it  into  / 
electricity,  helping  municipalities  reduce/ 
their  need  for  unsanitary  landfills. 

And  Westinghouse  is  helping 
to  lead  the  way  in  the  treat- 
ment and  disposal  of 
hazardous  and  toxic  wastes. 
In  fact,  we  offer  tech- 
nologies that  can 
destroy  these 
materials,  includ- 
ing PCBs,  at 
efficiencies 
exceeding 
99.9999%. 


Electronics 
[he  world  leader  in  radar. 

Our  new  radar,  soon  to  be 

stalled  at  every  major  U.S.  airport, 

11  now  allow  air  traffic  controllers 

track  weather  and  aircraft  on  the 

me  screen  at  the  same  time. 

And  our  advanced  air  route  surveil- 

lce  radar  will  give  the  FAA  a  much 

tter  view  of  air  traffic  along  major 

utes,  while  also  serving  the  U.S.  Air 

tree's  air  defense  needs. 

We  developed  and  built  the  Airborne 

irning  and  Control  System  (AWACS) 

jar,  part  of  the  free  world's  first  line  of 

:fense.  And  we're  working  on  radar  and 

xtronic  systems  for  the  U.S.  Air  Force's  and 

ivy's  next-generation  fighters. 

We  even  offer  industry  the  most  powerful 

stributed  process  control  management 

stems  available  today. 


Enetgy 

Aworid  leader  ineneigy 

We're  a  recognized  world  leader  in  conventional  power 

generation,  supplying  millions  of  megawatt  hours  of  electricity 
on  almost  every  continent. 

We're  also  a  leader  in  nuclear  fuel.  In  fact,  our  Commercial 
Nuclear  Fuel  Division  was  a  winner  of  one  of  the  first 
Malcolm  Baldrige  National  Quality  Awards. 

More  than  half  the  free  world's  nuclear  power  plants  are  based 
on  Westinghouse  technology.  We're  developing  safer,  even  more 
environmentally  compatible,  advanced  nuclear  power  plants. 

And  we're  developing  new  technologies  for  the  future,  such 
as  fusion,  superconductivity,  fuel  cells,  and  solar  photovoltaics. 

nL.iin*-.itj-L 

DlSTnDUnOn 


Communities 

One  of  Americas 

leading  developers. 

of  planned  communities. 


Moving  everything  from 
j  strawberries  to  electricity  ^ 

Our  Thermo  King  subsidiary  is  the  world 
leader  in  transport  refrigeration  and  is  supported  by 
the  industry's  largest  dealer  network.  Thermo  King- 
equipped  vehicles  safely  transport  all  kinds  of  perishables- 
from  produce  and  chemicals  to  film  and  pharmaceuticals-in 
more  than  80  countries  around  the  world,  including  the  Soviet 
Union  and  China. 

We're  also  a  leading  distributor  of  electrical,  mechanical,  and 
electronic  products,  maintaining  complete  inventories  of  more  than 
100,000  items  through  a  network  of  230  wholly-owned  U.S.  locatioas 
and  over  1,500  independent  distributors. 


More  than  175,000 
people  live  in 
Westinghouse  planned 
communities. 

In  the  Ft.  Lauderdale 
area,  we're  in  our  fifth 
decade  of  developing 
quality  cities  and 
comm  u  n  ities-includi  ng 
the  master-planned, 
"X  full-service  city  of  Coral 

rings,  designed  to  serve  more  than  100,000  residents. 
Dur  new  community,  Gateway,  near  Ft.  Myers,  will  be 
■  future  home  to  an  estimated  40,000  people. 
We're  planning  our  newest  community  of  homes, 
iooIs,  businesses,  offices,  shopping,  and  recreation  areas 
a  5,500-acre  site  in  Marana,  near  Tucson,  Arizona. 
5elican  Bay,  near  Naples,  Florida,  hosts  1,400  luxury 
mes,  two  quality  hotels,  and  a  championship  golf 
arse.  And  another  luxury  community  is  planned  for 
m  Desert,  California. 


Office  Systems 

Making  offices  and  people  more  productive. 

Westinghouse  helped  pioneer  the  concept  of  open  office 
furniture  systems-systems  designed  to  help  people  do  their 
jobs  more  productively  and  comfortably. 

We  offer  a  variety  of  innovative  systems-related  products, 
designed  around  a  panel  system  backed  by  the  industry's 
only  lifetime  warranty. 

Westinghouse  developed  and  built  one  of  the  world's  most 
sophisticated  and  reliable  telecommunications  systems  for 
our  own  use. 

Now  we're  offering  the  industry's  only  fully-integrated 
voice/data  network  capability  to  businesses,  providing  them 
with  a  unique  solution  to  their  telecommunications  needs. 

So  now  that  you  know  Westinghouse  a  little  better,  you  can 
see  that  we're  doing  important  things  in  important  areas. 
Perhaps  we  even  touched  your  life  today. 


Youcanbesure™    _ 
If  its  Westinghouse® 
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Lebanon  no  longer  has  a  central  govern- 
ment, but  it  still  has  a  central  bank — and 
lots  of  gold  and  foreign  exchange. 


An  oasis  of  sanity 


By  Peter  Fuhrman 


eet  Edmond  Naim,  the 
banker  with  the  job  you  do 
not  want. 

Naim  is  a  7 1  -year-old  former  dean  of 
the  law  faculty  at  the  Lebanese  Uni- 
versity, and  now  the  governor  of  Leb- 
anon's central  bank,  the  Banque  du 
Liban.  He  was  appointed  by  Amin  Ge- 
mayal  to  Lebanon's  top  financial  post 
in  1983.  And  though  the  country's 
vicious  politics  forced  Gemayal  out  a 
year  ago,  Naim  remains,  literally  be- 
sieged inside  his  own  headquarters. 

Edmond  Nairn  has  not  set  foot  out- 
side the  guarded  central  bank  building 
in  West  Beirut  for  more  than  a  year. 
Two  rooms  on  the  top  floor  of  the 
bank  have  been  converted  into  a  small 
apartment  for  his  use.  Naim  spends 
his  late  afternoons  tending  a  small 
garden  on  the  roof  of  the 
bank,  pruning  his  bou- 
gainvillea  and  hibiscus. 
His  American  wife,  still 
living  in  the  family  home 
in  East  Beirut,  visits  most 
weekends. 

Naim  remains  thus  a 
glimmer  of  common 
sense  and  civilized  life  in 
a  land  that  has  descended 
into  savagery  at  the  hands 
of  cutthroats.  Superim- 
posed upon  this  break- 
down of  civilized  life  and 
preceding  it  is  the  seem- 
ingly intractable  conflict 
that  exists  between  Chris- 
tians and  Muslims. 

Yet,  although  thugs  are 
in  control,  underneath 
Lebanon  remains  a  pro- 
foundly commercial 
country.  The  shops,  fac- 
tories and  bazaars  that 
have  not  been  destroyed 


still  reopen  almost  immediately  after 
any  letup  in  the  fighting.  Until  mid- 
March,  when  the  most  recent  out- 
break of  heavy  shelling  began  be- 
tween the  army  of  Syrian  dictator  Ha- 
fez Assad  and  the  Lebanese  Army 
troops  loyal  to  Christian  General  Mi- 
chel Aoun,  there  were  even  faint  signs 
of  economic  progress,  including  a  rise 
in  exports,  a  fall  in  inflation  and  a 
steady  appreciation  of  the  value  of  the 
Lebanese  currency.  Over  the  last  five 
years  the  Lebanese  pound  has  dropped 
from  5.5  to  the  dollar  to  as  low  as  700. 
It  is  now  holding  steady,  despite  the 
stepped-up  fighting,  at  around  530. 

Since  March,  when  General  Aoun 
began  his  drive  to  rid  Lebanon  of  its 
Syrian  Army  occupiers,  the  economic 
situation  has  again  deteriorated.  "The 
Lebanese  economy  is  not  working 
well  nowadays,"  concedes  Naim,  in- 


Edmond  Nairn,  governor  of  Lebanon's  besieged  central  bank 
A  glimmer  of  common  sense  in  a  savage  land. 


terviewed  during  a  pause  in  the  shell 
ing,  "but  it  would  begin  to  grow  brisk 
ly  again  as  soon  as  there  is  a  stabl 
peace.  .  .  .  There  is  still  a  strong  an< 
capable  business  community  here." 
Both  the  Christian-backed  regim 
of  General  Michel  Aoun  and  its  rival 
the  Sunni  Muslim  administration  o 
Dr.  Selim  Al-Hoss,  claim  to  be  th 
sole  constitutional  government 
Lebanon;  their  writ  to  govern  does  no 
extend  outside  the  neighborhood 
controlled  by  their  supporters.  An< 
each,  in  his  turn,  is  a  proxy  for  outsid 
interests:  Al-Hoss  for  Syria  and  th 
fundamentalist  clerics  in  Teheran 
Aoun  for  Iraq's  barbarous  dictatoi 
Saddam  Hussein. 

While  he  waits  for  peace,  centra 
banker  Edmond  Naim  continues  t 
issue  bank  notes,  pay  interest  on  pas 
government  debt  and  try  to  stabiliz 
the  value  of  the  freely  convertibl 
Lebanese  pound. 

Such  is  the  yearning  for  peace  by  al 
but  the  gunmen  that  Naim  is,  b 
many  accounts,  the  most  admirel 
man  in  Lebanon  today,  a  nonpartisa: 
civil  servant  who  has  given  the  cen 
tral  bank  a  degree  of  independenc 
from  crushing  political  and  sectariaj 
pressures.  The  central  bank  is  no\ 
the  only  important  unified  nations 
institution  in  Lebanon  that  is  stil 
functioning. 

Lebanon's  central  bank  holds  clos 
to  $5  billion  in  gold  and  foreign  ex 
change  reserves,  mainly  in  its  Beini 
vaults.  Both  rival  regimes,  each  wit 
its  own  ministry  of  finance,  woul 
love  to  get  their  hands  on  all  that.  An 
yet  the  central  bank,  garrisoned  by 
small  number  of  armed  guards,  look 
safe  from  anything  but  a 
allout  military  assault. 

Naim  has  managed  t 
convince  the  two  rival  a 
gimes  that  such  an  assaul 
would  be  in  the  interest  c 
neither.  Any  lingerin 
confidence  in  the  cour 
try's  currency  would  dis 
appear  totally.  This  woul 
cause  a  punishing  deprec 
ation,  hyperinflation,  an 
the  flight  from  Lebanon  c 
the  $3  billion  in  foreig 
currency  still  held  in  Let 
anese  banks. 

Naim,  meanwhile,  ha 
arranged  for  both  regime 
to  have  a  limited  say  t 
determining  some  of  th 
bank's  policies.  "Neithe 
side  will  admit  it  publicly 
but  they  do  work  togethe 
to  approve  some  spendin 
decisions,"  explains  Ec 
mond  Naim. 
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\BIA  INSURES  MUNICIPAL  BONDS  •  MB 
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BONDSfKEP  AMERICANS 
STRONG  AND  HEALTHY 

Municipal  bonds  are  not  just  sound  investments.  Not  simply  tax-free.  They 

help  keep  Americans  active  and  healthy,  because  bonds  build  and 

support  hospitals,  clinics  and  medical  groups.  As  America's  leading 

insurer  of  municipal  health  care  bonds,  it's  good  to  know  we  help  these 

institutions  grow  stronger  every  day. 

Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  New  York  10504 


z 

CO 

c 

TO 

rn 
co 

C 

z 

n 

i — 

O 

z 
a 

CO 


MBIA  INSURES  MUNICIPAL  BONDS  •  MBIA  INSURES  MUNICIPAL  BONL 


He  has  set  it  up  so  that 
any  public  spending  paid 
for  by  the  central  bank 
must  be  approved  by  both 
rival  regimes.  This  means, 
in  effect,  that  only  civil- 
ian programs  like  grain 
import  subsidies  and  road 
reconstruction  are  getting 
approval. 

That  the  Lebanese 
pound  still  retains  any 
value  is  owing  in  good 
part  to  Nairn  and  the  cen- 
tral bank.  He  has  lately 
avoided  a  recourse  to  the 
printing  press.  That  tactic 
was  tried  and  abandoned 
in  1987,  when  massive  in- 
creases in  the  money  sup-     

ply  pushed  inflation  to  600%.  Leba- 
non's inflation  rate,  according  to  cen- 
tral bank  estimates,  has  fallen  back 
substantially,  to  about  80%,  not  half 
bad  considering  the  shortages  and 
rampant  profiteering  caused  by  the 
fighting. 

Lebanon's  taxation  system  is  a  ca- 
sualty of  the  conflict.  Government 
tax  revenues  once  came  largely  from 
customs  duties.  The  country's  ports 
are  now  in  the  hands  of  the  various 
militias,  which  levy  their  own  import 
fees.  What  little  government  revenue 
there  is  comes  largely  from  fees  for 


Cetitral  bank  headquarters  in  West  Beirut 

Guarding  its  independence  and  $5  billion  in  reserves 


passports  and  the  registration  of  prop- 
erty sales. 

For  all  this,  the  country's  budget 
deficit,  says  Nairn,  will  actually  be 
lower  this  year  than  in  1988,  although 
it  will  still  total  about  550  billion 
Lebanese  pounds,  equal  to  about  $1 
billion.  Interest  payments  on  the  $1 
billion  in  outstanding  Lebanese  trea- 
sury bills  are  now  the  largest  single 
item  of  government  spending. 

Since  he  took  over,  Nairn  says,  he 
has  met  all  Lebanon's  interest  obliga- 
tions, chiefly  by  issuing  new  treasury 
bills,  with  short  maturities  and  inter- 


Maher  Anar/Svgma 

est  rates  of  30%  to  35°/ 
Most  bills  wind  up  in  tl 
investment  portfolios 
Lebanon's  90  commerci 
banks. 

So  far  Nairn  has  wit] 
stood  pressures  from 
sides  in  the  military  co: 
flict.  Those  weekend  vi 
its   from   his    wife   we 
halted  for  several  weell 
late   last  year  when  tl 
crossings    between    EaH 
and    West    Beirut    wei 
closed — part    of    Generl 
Aoun's  strategy  to  prei 
sure  Nairn  to  provide  se  1 
eral  million  dollars  to  psf 
for  spare  parts  for  his  hel 

copters.  The  general  d'i 

not  get  his  money  but  agreed  to  rji 
open  the  Beirut  crossings  after  Nai: 
assured  him  that  no  money  for  mil'] 
tary  uses  would  ever  be  provided  ! 
the  rival  Muslim  regime. 

Why  doesn't  Nairn  pack  it  in  arl| 
leave  the  country — as  so  many  oth 
prosperous,  sensible  Lebanese  ha> 
already  done?  "By  giving  the  Lebane: 
people  confidence  in  the  currency 
Nairn  replies,  "(the  central  bank  i 
also  suggesting  that  there  are  sol 
tions  to  Lebanon's  problems."  If  on 
the  gunmen  and  the  politicians  wou 


accept  the  solutions. 


GE  PROUDLY 
PRESENTS  A  NEW 
SERIES  THAT  TOOK  26 
LIFETIMES  TO  CREATE. 

INTRODUCING  "PERSONAL  DIARY"  ON  BUCK  ENTERTAINMENT  TV. 


Thanks  to  the  lifework  of  26 
black  men  and  women,  "Personal 
Diary"  was  made  possible.  Because 
this  series  was  created  to  highlight 
their  distinguished  careers. 

From  four-star  generals  to  prize 
winning  playwrights  to  political 
leaders.  Each  week  "Personal 
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Diary"  will  profile  someone  new, 
someone  who's  made  a  real  dif- 
ference. 

So  watch  for  "Personal  Diary" 
on  BET.  It's  a  series  that  comes 
along  maybe  once  in  26 
lifetimes. 

Check  cable  guide  for  listing. 


We  bring  good  things  to  I 
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The  Right  Kind 
of  Assets 


Transportation    CP  Rail's  55,500  freight  cars 
and  1,250  locomotives  move  Canada's  vital  natural 
resources  and  manufactured  goods  to  market  over 
14,600  miles  of  track. 
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Real  Estate  and  Hotels    The  Vancouver  waterfront,  one 
of  Canada 's  most  valuable  pieces  of  land,  is  the  site  of  a  planned 
$1  billion  Coal  Harbour  development  by  our  real  estate  company 
Marathon  Realty. 


lergy  PanCanadian  Petroleum 
s  total  reserves  of  848  million 
rrels  of  oil  equivalent.  It  has 
years  of  oil  and  natural  gas 
uids  reserves  and  28  years 
natural  gas  reserves. 


Forest  Products  We  plant  more 
than  30  million  seedlings  each  year 
on  our  25  million  acres  of  timberland. 
Tree  improvement  programs  will 
ensure  faster,  more  uniform  growth 
of  future  plantations. 


Manufacturing   Pre-engineered  aircraft  hangars  are 
marketed  worldwide  by  AMCA  International's  buildings 
group  which  designs,  engineers  and  erects  industrial  and 
commercial  buildings  and  provides  a  wide  range  of  con- 
struction services. 


Focused  on  Strong  Core  Businesses 


Our  asset  base  is  one  of  our  strengths  at  Canadian 
Pacific.  Our  combined  land  position  in  energy,  forest 
products,  real  estate  and  hotels  is  second  to  none. 

And  we  are  working  harder  than  ever  before  to 
develop  the  full  potential  of  these  and  all  our 
other  assets. 

By  more  aggressive  exploration,  development  and 
acquisition  programs  in  oil  and  gas;  by  merging 
and  expanding  our  forest  products  companies;  by 
restructuring  and  accelerating  the  development  of 
our  real  estate  portfolio;  and  by  freeing  up  surplus 


railway  lands  for  sale  or  development. 

At  Canadian  Pacific  we  are  committed  to  produc- 
ing higher  returns  and  better  quality  earnings  for 
our  shareholders.  Using  our  management  skills  and 
financial  flexibility  to  get  the  most  out  of  our  assets 
is  one  of  the  ways  we  are  doing  this. 

For  more  information  about  how  we  are  pursuing 
our  goal,  contact:  Vice-President  Investor  and 
Industry  Relations,  Canadian  Pacific  Limited, 
P.O.  Box  6042,  Station  A,  Montreal,  Quebec, 
Canada  H3C  3E4. 


Canadian  Pacific  Limited 


REPEAT  PERFORMANCE 


NO.  1  FAX 

198Z  The  Sharp 
brand  outsold  all  fax 
machines  in  1987— for         I 
good  reasons.  Sharp  * 

takes  the  most  advanced 
technology  and  makes  it    || 
affordable.  Sharp  has  a 
full  line  of  networkable 
machines  designed  to  grow 
with  your  business.What  did 
Sharp  do  for  an  encore? 
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1988:  The  Sh 

brand  outsold  all  other 

machines— again.  Sh 

machines  offer 

features— auto-dial,  ai 

feed,  auto-cutter,  send-h 

and  sixteen-shade  halft* 

transmission— that  ev 

business  wants  at  a  price  t) 

can  afford.To  learn  more,  < 

1-800-BE-SHA 


FROM  SHARP  /WINDS 
COME  SHARP  PRODUCTi 


The  Larger  Context 


Income  differentials  are  less  a  matter  of 
social  justice  than  of  such  practical  things 
as  age,  education  and  marital  status. 

IS  THE  INCOME 
GAP  WIDENING? 


By  Michael  Novak 


We  will  soon  again  be  hearing  a  lot 
about  "inequality"  in  incomes  in 
the  U.S.  This  month  the  Census 
Bureau  will  be  releasing  its  "Money 
Income:  1988."  Expect  to  read  and 
hear  a  lot  about  the  growing  gap 
between  rich  and  poor.  Unless  jour- 
nalists are  more  sophisticated  now 
than  in  past  years,  they  will  omit  to 
tell  us  why  incomes  are  unequal. 

Two  false  reasons  are  often  in- 
sinuated: low  welfare  benefits  at  the 
bottom  and  big  tax  cuts  at  the  top. 
Actually  welfare  recipients  are  be- 
ing helped  more  than  the  figures 
show  because  noncash  welfare 
benefits  are  not  included;  and  Social 
Security  is  indexed  for  inflation,  in  a 
way  highly  favorable  to  its  recipi- 
ents. At  the  top,  the  figures  reported 
are  pretax  and,  therefore,  unaffected 
by  tax  cuts. 

The  press  usually  focuses  on  the 
"growing  gap"  between  the  bottom 
quintile  (20%)  of  income  earners 
and  the  top  quintile.  To  follow  what 
journalists  are  saying,  it  is  useful  to 
fix  in  mind  that  the  cutoff  point  for 
the  bottom  quintile  was  $10,650  in 


Philosopher,  journalist  and  ex-US.  ambas- 
iador  Michael  Novak  directs  social  and po- 
'itical  studies  at  the  American  Enterprise 
:mtitute  in  Washington,  D.C.  Among  his 
'ecent  books  are  Taking  Glasnost  Seriously 
ind  Free  Persons  and  the  Common  Good 


1987,  and  the  starting  point  for  the 
top  quintile  was  $48,060.  All  other 
Americans — most  Americans,  60% 
of  them — are  bunched  in  between 
those  two  income  levels.  The  press 
usually  focuses  on  the  top  and  bot- 
tom, as  if  what  happens  to  60%  of 
the  population  didn't  much  matter. 

Note,  too,  that  being  in  the  bot- 
tom quintile  does  not  mean  being  in 
poverty.  About  one-third  of  those  in 
the  bottom  quintile  live  above  the 
poverty  line.  Among  these  are  the 
bulk  of  elderly  retired  folks,  most  of 
whom  own  their  own  homes. 

Also,  most  of  those  whose  in- 
comes do  poke  above  the  starting 
point  of  the  upper  quintile  consider 
themselves  far  from  rich;  they  are 
solidly  middle  class.  Thus,  to  com- 
pare the  bottom  quintile  with  the 
top  quintile  is  not  like  comparing 
poor  with  rich.  It  is  more  like  com- 
paring poor  with  upper  middle. 
Only  $38,000  separates  the  two. 

Nonetheless,  four  practical  char- 
acteristics of  householders  do  make 
incomes  unequal:  the  age,  years  of 
education,  amount  of  work  and 
marital  status  of  householders. 
About  these,  the  pundits  are  usually 
silent. 

Yet  to  glimpse  how  staggering  the 
consequences  of  age,  education, 
work  and  marital  status  are,  consid- 
er each  in  turn.  People  who  are  over 
65  have  normally  stopped  working; 
their  incomes  drop  off.  A  full  40% 
of  all  persons  in  the  bottom  quintile 
are  over  65. 

Take  another  case.  More  than 
half  the  Americans  who  have  com- 
pleted five  or  more  years  of  higher 
education  have  incomes  of  more 
than  $54,000.  Education  pays  off. 

Work  makes  an  especially  big  dif- 
ference. A  full  64%  of  those  in  the 


bottom  quintile  did  not  work  at  all 
in  1987.  Only  12%  worked  full 
time,  48  weeks  or  more. 

Again,  persons  who  are  married 
seem  to  do  far  better  in  income,  as 
in  other  areas  of  life.  Married  house- 
holders with  spouses  present  form 
under  22%  of  the  bottom  quintile, 
but  almost  83%  of  the  top  quintile. 
One  common  way  to  get  into  the 
top  quintile,  in  fact,  is  to  have  two 
spouses  bringing  home  paychecks. 

Surprisingly,  persons  most  likely 
to  be  in  the  lowest  quintile  are 
those  living  alone;  and  almost  two- 
thirds  of  households  in  the  top  quin- 
tile have  three  or  more  persons  un- 
der one  roof.  Single-person  house- 
holds form  52%  of  those  in  the 
bottom  rank,  but  only  5%  in  the  top 
rank. 

Thus,  when  the  new  income  fig- 
ures for  1988  are  reported  later  this 
month,  and  the  television  crowd 
harps  on  inequality  again,  remind 
yourself  of  the  four  major  reasons 
behind  income  differences:  age, 
education,  work  and  marital  status. 

In  fact,  remind  yourself  how, 
since  starting  a  household  of  your 
own,  you  yourself  passed  from  the 
lowest  quintile  upward,  and  then 
after  retirement  either  have  experi- 
enced or  now  expect  some  decline. 
It's  natural,  not  a  cause  for  social 
outrage. 

Similarly,  the  whole  population 
is  distributed  by  age,  education, 
work  and  marital  status  in  ever 
changing  ways.  The  baby  boomers, 
for  example,  show  up  in  our  popula- 
tion like  a  pig  in  a  python,  having 
started  out  as  our  best-educated  co- 
hort ever,  but  at  first  with  relatively 
low  earnings  ("dropping  out"  and 
all  that).  But  the  baby  boomers  are 
now  a  big  bulge  in  the  higher-in- 
come echelons,  pushing  the  top 
quintile  upward,  ever  further  from 
the  bottom  quintile. 

Even  while  the  ranks  of  the  low- 
est quintile  are  being  depleted,  as 
the  young  earn  more,  they  are  con- 
stantly receiving  new  recruits  from 
the  ranks  of  the  elderly.  So  we  can 
expect  the  gap  between  the  top  and 
bottom  quintiles  to  keep  growing 
until  the  baby  boomers  begin  to  re- 
tire. Then,  presumably,  income  lev- 
els will  begin  again  to  narrow. 

As  a  people,  we  should  do  much 
more  to  help  those  at  the  bottom 
live  in  decent  circumstances.  Feel- 
ing guilty  for  not  doing  so  is  admira- 
ble. But  reeling  guilty  about  natural 
differences  in  income  won't  help 
anyone  at  all.  ■ 
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The  first  step  to  meet  the  future  was  to  draft 
a  blueprint  for  progress.  That  done,  the 
community  and  its  leaders  rolled  up  their 
sleeves  and  went  to  work. 

By  Frank  Bentayou 


This  past  summer,  as  the  list 
of  new  building  projects  in 
town  grew  longer,  the  Cleve- 
land Public  Library  Board  de- 
cided it  was  time  to  drum  up 
interest  in  its  own  renovation.  It  decided 
to  have  a  design  competition  for  the 
planned  $50-million-plus  renovation  to 
the  structure  that  has  housed  the  1 .6- 
million-title  institution  (third  largest  in 
the  U.S  )  since  1925.  The  competition 
would  create  public  interest,  the  board 
thought. 

It  was  correct.  Within  weeks  doz- 
ens of  stories  (not  all  of  them  what  the 
board  would  have  sought)  hit  the  news. 
In  Cleveland  even  a  library  addition 
generates  drama.  Library  spokesper- 
son Fran  Peters  says:  "We  saw  it  as 
positive,  very  positive  Citizen  interest 
in  projects  like  ours  is  one  of  the  great 
things  about  Cleveland  Anytime  you 
have  a  bold  new  design,  you  generate 
controversy.  But  that  can  be  healthy. 
We  wanted  community  involvement, 
and  that's  what  we  got." 

There's  nothing  new  in  that.  Stroll- 
ing quietly  into  the  future  never  has 
been  Cleveland's  way.  As  with  the  li- 
brary's plans,  the  city's  own  blueprint 
for  meeting  the  21st  century  also  has 


demanded — and  received — rigorous 
public  review.  From  the  resulting  dia- 
logue among  business  and  govern- 
ment leaders  and  the  community  plans 
have  emerged  that  are  changing  this 
city  dramatically.  In  addition  to  the  li- 
brary, more  than  $2  billion  of  construc- 
tion has  recently  been  completed  or  is 
in  the  works  throughout  the  metropoli- 
tan area. 

Even  before  the  architects  drafting 
the  city's  comeback  ink  in  the  final  de- 
tails, it  is  apparent  Cleveland  is  coming 
back  with  a  dynamism  not  seen  here  in 
generations,  helped  by  a  cooperative 
atmosphere  and  a  well  conceived  civic 
plan.  The  goal  is  to  reassert  its  role  as 
one  of  America's  premier  business 
venues  and  also  gain  acknowledgment 
of  the  high  quality  of  life  area  residents 
enjoy.  The  effort  has  passed  the  blue- 
print stage  now,  passed  the  laying  of 
economic  foundations. 

Outward  signs  of  rebirth  are  every- 
where. Office  buildings,  hotels  and 
shopping  areas  are  popping  up  down- 
town; revelers  visit  the  Flats  entertain- 
ment district  in  droves.  An  estimated 
800,000  people  flocked  to  celebrate 
the  once-infamous  Cuyahoga  River  on 
a  single  July  weekend  this  year.  Audi- 


ences crowd  Playhouse  Square  £ 
University  Circle,  where  the  renowr 
Cleveland  Orchestra  performs  near 
equally  renowned  Cleveland  Art  Mu 
um.  Stylish  office  and  research  pa 
are  rising  in  the  suburbs,  all  in  testi 
ny  to  the  city's  rebounding  econo 
health. 

Such  robust  health  has  hel 
businesses,  new  and  old.  Manufac 
ing  is  an  old  industry  on  the  upsw 
Local  auto  and  auto-parts  compan 
second    in   employment   only   to 
headquarters   town   of   Detroit,    h 
revved  up,  thanks  to  big  investmi 
by  industry  mainstays  like  Ford  M 
Co.,    General    Motors,    and    Chry 
Corp.  Similarly,  steel  making  is  spri 
ing  back.  LTV  Steel,  for  one,  has  ri 
from  terrible  financial  woes  and  invi 
ed  $1  billion  into  making  its  local  wc 
among  the  most  modern  in  the  wo 
saving  hundreds  of  jobs  in  Clevelar 

There  are  many  less  visible  si 
of  Cleveland's  rebound,  too.  As  v 
most  of  the  rest  of  the  nation,  empl 
ment  is  up  since  the  mid-'80s.  Stopp 
the  bleeding  in  the  manufacturing  s 
tor  alone  was  an  accomplishment  of 
first  order — but  employment  is  also 
more  diverse  than  in  the  past.  Still 
als  and  durable  goods  remain  im 
tant  in  this  town. 

Increases  in  electrical  power 
age  are  one  index  of  Cleveland's  < 
nomic  resurgence.  The  Clevel< 
Electric  Illuminating  Co.  has  shi 
steady  growth  in  kilowatt-hour  sa 
From  1986  to  1988,  the  company's 
dustrial   customers   increased   ua 
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It  has  been  said, 

"The  secret  for  success 

is  being 

in  the  right  place 

at  the  right  time." 

We  couldn't  agree  more. 

Because 

the  right  time 

is  now. 

And  the  right  places 

are  in  Cleveland. 

These  are 

the  Properties  of 

Richard  E.  Jacobs  and 

David  H.  Jacobs. 

Places  with  vision. 

Environments 

that  encourage  success. 

Locations  that 


allow  growing  companies 
to  thrive. 

The  Properties  of 

Richard  E.  Jacobs  and 

David  H.  Jacobs, 

25425  Center  Ridge  Road 

Cleveland,  Ohio  44 145 

216-871-4800 


The  Galleria  and 
Tower  at  Erieview 


Ameritrust  Center 
Occupancy  early  1 994 


Muvtn  i  lociviniN  i  o 


(Rebuilding 


13.7%,  while  sales  to  commercial  users 
rose  5.4%.  In  addition  to  an  abundance 
of  water  and  excellent  transportation, 
the  availability  of  a  reliable  supply  of 
electricity  is  another  plus  for  the  Cleve- 
land economy.  Centerior  Energy  Corp., 
parent  company  to  CEI  and  another 
operating  subsidiary,  owns  two  nuclear 
power  units  that  went  into  service  in  late 
1987,  helping  assure  the  area  of  suffi- 
cient energy  to  meet  future  industrial 
and  commercial  needs. 

The  expansion  and  new  economic 
diversity  are  responses  to  a  wealth  of 
new-tech  advances  in  manufacturing 
durable  goods,  defense  hardware,  and 
medical  and  aerospace  equipment. 
They  are  also  a  function  of  a  growing 
service  sector,  especially  in  the  finan- 
cial, legal  and  health  care  areas. 

Cleveland  is  home  base  for  Jones, 
Day,  Reavis  &  Pogue,  the  second  larg- 
est law  firm  in  the  nation,  with  more  than 
1 ,000  lawyers,  and  two  other  Cleveland 
law  firms  are  among  the  top  50  in  the 
country.  Ernst  &  Young,  among  the  na- 
tion's largest  accounting  firms,  also  is 
based  here,  and  the  city's  comeback 
has  both  contributed  to  and  benefited 
from  its  strong  legal  and  business  tal- 
ent base. 

Meanwhile,  the  health  care  indus- 
try in  Cleveland,  to  the  surprise  of  many 
unfamiliar  with  the  area,  has  become 
the  number  one  employer  here,  provid- 
ing jobs  for  100,000  people.  But  the 
health  care  facilities  are  more  than  just 
a  collection  of  hospitals  Among  them 
are  some  of  the  most  respected  re- 
search centers  and  health  care  institu- 
tions in  the  country,  including  the 
Cleveland  Clinic,  Mt.  Sinai  Medical 
Center  and  University  Hospitals,  which 
are  responsible  for  a  wide  range  of 
contributions  to  modern  medicine,  from 
medical  use  of  X  ray  to  coronary  by- 
pass surgery  and  in-vitro  fertilization. 

The  many  economic  changes  in 
Cleveland  in  recent  years  have  had 
several  consequences  One  is  that 
housing  in  the  handsome  suburbs  sur- 
rounding the  city  has  appreciated  at  a 
respectable  rate  Since  home  prices 
were  flat  during  the  70s,  though,  they 
are  still  considerably  lower  than  in  most 
major  cities.  Another  consequence  is 
that  "it's  become  easier  to  recruit  exec- 
utives to  come  to  work  here,"  accord- 
ing to  Alan  R  Schonberg,  founder  and 
president  of  the  nation's  largest  corpo- 
rate recruitment  firm,  Cleveland-based 
Management  Recruiters  International, 
Inc..  or  MR!,  with  some  21,000  execu- 
tive  and   sales   placements   annually 


Mixing  the  Old  with  the  New  The  century-old 
landmark  Society  for  Savings  Building  will  get  a 
facelift  and  a  57-story  neighbor  when  Society 
Center  opens  in  early  1 992  The  project,  a  venture 
of  brothers  Richard  E  and  David  H  Jacobs, 
will  include  a  424-room  Marriott  Hotel  and  will  be 
home  to  Society  Corporation  and  the  attorneys 
of  Squire,  Sanders  &  Dempsey 


around  the  country. 

"Five  or  ten  years  ago,  we  had 
problems  even  getting  people  to  con- 
sider this  area,  but  that's  not  true  to- 
day," he  says.  The  lifestyle  here  sells 
them,  for  one  thing,  Schonberg  says, 
pointing  out  that  excellent  suburban 
executive  housing  is  within  20  to  25 
minutes  of  the  central  business  district. 

Richard  A.  Shatten,  executive  di- 
rector of  Cleveland  Tomorrow,  a  civic 
organization  of  area  Chief  Executive 
Officers  that  has  been  working  toward 
the  city's  comeback,  seconds  Schon- 
berg's  comment.  "Top  managers  and 
executives  are  willing  to  move  here  be- 
cause we're  respectable  again,"  Shat- 
ten says 

The  first  step  in  Cleveland's  return 
to  respectability  was  its  plan,  its  blue- 
print. In  a  city  with  Cleveland's  kind  of 
vocal  activism  ("community  involve- 
ment," as  the  library's  Fran  Peters  puts 


it),  that  meant  its  disparate  factions- 
neighborhood  groups,  minorities,  bus 
ness  people,  government  and  ac; 
demies — had  to  start  speaking  tt 
same  language  and,  eventually,  agre 
on  what  to  do.  George  Miller,  head 
the  New  Cleveland  Campaign,  a  me 
keting  consortium  dedicated  to  tellir 
Cleveland's  story,  marvels  at  what  tr 
city  has  overcome  in  recent  years.  It 
done  so,  he  says,  through  the  cooper 
tive  efforts  of  corporate  leaders,  elec 
ed  officials  and  the  community.  Tr 
result  has  been  an  economy  better  ab 
to  meet  the  future. 

"Nothing  ever  would  have  haij 
pened  if  community  leaders  hadr: 
started  talking  and,  eventually,  workir 
together,"  says  Shatten.  Since  H 
group  consists  of  the  people  with  tt 
resources  to  get  things  done  when  ot 
ers  can't,  many  outsiders  have  givt 
Cleveland  Tomorrow  credit  for  enc 
neering  the  city's  whole  comebac 
Shatten  chuckles  at  the  notion,  whit 
he  sometimes  reads  about  in  natior 
magazines.  "They  say  we're  respon 
ble  for  the  entire  thing,  but  it's  really 
community  effort,"  he  adds. 

What  the  area's  top  executivi 
have  done,  though,  is  impressive.  Oi 
part  of  the  plan  has  been  to  encouraj 
new  business  startups  in  promising  i 
dustries.  So  the  Chief  Executive  01 
cers,  who  represent  billions  in  corp 
rate  wealth  and  power,  financed  a  mc 
than  $100  million  venture  capital  fui 
for  just  that  purpose.  The  Primus  Fun 
among  others,  has  helped  capitali 
some  of  the  areas  medical-technoloi 
startups. 

Area  executives  also  have  comrr 
ted  measures  of  their  companies'  r 
sources — their  brain  power  as  well 
their  money — to  help  solve  some 
Cleveland's  civic  and  human  pre 
lems.  One  group  of  business  peor. 
pooled  millions  to  reward  scholars!" 
in  Cleveland's  long-suffering  inner-c 
school  system.  They  provide  acti 
cash  awards  to  be  used  for  further  ec 
cation  for  students  who  do  well. 

One  reason  Cleveland  is  able 
come  together  in  the  late-'80s  is  tha 
practically  fell  apart  in  the  70s.  T 
seeds  of  Cleveland's  decline  took  ro> 
after  World  War  II,  when  most  of  tr 
world  was  rebuilding  with  huge  infi 
sions  of  new  energy,  technology  ar 
capital,  often  furnished  by  the  U.S.  go 
ernment.  All  that  gave  the  rebuilt  eco 
omies  advantages  over  the  U.S.,  the 
benefactor,  eroding  the  U.S.  lead.  Tf 
subsequent  slowing  of  the  old  hea* 


THE  RENAISSANCE 
ON  PLAYHOUSE  SQUARE 
Financing  for  construction 
of  this  office  tower 


Below: 

TOWER  CITY  CENTER 
Construction  financing 
of  370.000  sq.ft. 

Bottom: 
RITZ-CARLTON 
HOTEL/OFFICE  BUILDING 
Lead  bank  in  this 
$35,000,000  development 


RIA  &  TOWER 
fVKW 

uction  financing 
5,500  sq  ft 


When  good  ideas  get  off  the  ground  in  Cleveland, 
Ameritrust  is  usually  in  on  the  ground  floor. 


/Jmeritrust 


Corporate  Affairs,  900  Euclid  Avenue,  Cleveland,  Ohio  44115  (216)  737-5145 
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"This  is  our  salute  to  Cleveland.  ^  $35  ilu 

TTheCKnd  s—g>  new,  blue  canopies    *g£S*A«*  -  «  «Bmto 
giaour  toomark  hotel  a  distmcuve  new  facade,  _  __        _ 


C  1989  Stoutter  Hotel  Company 


Jtay  with  us  at  these  locations. 


iOTELS 

\tlanta,  GA 

itouffer  Waverly  Hotel 

\ustin,  TX 

Stouffer  Austin  Hotel 

Jaltimore,  MD 

kouffer  Harborplace  Hotel 

Battle  Creek,  MI 

iitouffer  Battle  Creek  Hotel 

Boston,  MA 

>touffer  Bedford  Glen  Hotel 

Dedar  Rapids,  LA 

btouffer  Five  Seasons  Hotel 

Chicago,  IL 

btouffer  Hamilton  Hotel 

Chicago,  IL 

btouffer  Oak  Brook  Hotel 

Cleveland,  OH 

Mouffer  Tower  City  Plaza  Hotel 

'Columbus,  OH 

(itouffer  Dublin  Hotel 

Pallas,  TX 

ftouffer  Dallas  Hotel 

Dayton,  OH 

itouffer  Center  Plaza  Hotel 

Denver,  CO 

jtouffer  Concourse  Hotel* 

Denver  Stapleton 

I  International  Airport 

louston,  TX 

itouffer  Presidente  Hotel 


Los  Angeles,  CA 

Stouffer  Concourse  Hotel R 
Los  Angeles 

International  Airport 

Mobile,  AL 

Stouffer  Riverview  Plaza  Hotel 

Nashville,  TN 

Stouffer  Nashville  Hotel 

Philadelphia,  PA 

Stouffer  Valley  Forge  Hotel 

Rochester,  NY 

Stouffer  Rochester  Plaza  Hotel 

St.  Louis,  MO 

Stouffer  Concourse  Hotel R 
St.  Louis-Lambert 
International  Airport 

San  Francisco,  CA 

The  Stanford  Court, 
A  Stouffer  Hotel 

Seattle,  WA 

Stouffer  Madison  Hotel 

Washington,  DC 

Stouffer  Concourse  Hotel s 
Washington  National  Airport 

Washington,  DC 

The  Mayflower, 
A  Stouffer  Hotel 

White  Plains,  NY 

Stouffer  Westchester  Hotel 

Winston- Salem,  NC 

Stouffer  Winston  Plaza  Hotel 


RESORTS 

Atlanta,  GA 

Stouffer  Pinelsle  Resort 

Indian  Wells,  CA 

Stouffer  Esmeralda R  Resort 

Kauai,  HI 

Poipu  Beach  Resort 

Kauai,  HI 

Stouffer  Waiohai  Beach  Resort 

Maui,  HI 

Stouffer  Wailea  Beach  Resort 

Orlando,  FL 

Stouffer  Orlando  Resort 

St.  Thomas,  USVI 

Stouffer  Grand  Beach  Resort 

Scottsdale,  AZ 

Stouffer  Cottonwoods  Resort 

MEXICO 

Cancun,  MX 

Stouffer  Presidente 

Cozumel,  MX 

Stouffer  Presidente 

Ixtapa,  MX 

Stouffer  Presidente 

Loreto,  MX 

Stouffer  Presidente 

Los  Cabos,  MX 

Stouffer  Presidente 

Mexico  City,  MX 

Stouffer  Presidente 

Oaxaca,  MX 

Stouffer  Presidente 


3  offer  you  a  level  of  service,  facilities,  and 
lospitality  unmatched  in  Cleveland.  Call 
our  travel  agent  or  1-800-HOTELS  1. 


William  N.  Hulett 
President,  Stouffer  Hotel  Company 


You  can  depend  on  our  good  name. 


A  Nestle  Company 


industries  in  Cleveland  and  other 
American  steel-and-heavy-machinery 
cities  gave  impetus  to  younger  towns, 
most  in  the  South  and  West,  which  took 
the  lead  in  building  and  attracting  the 
post-war  growth  industries. 

"No  two  ways  about  it,"  says  Wil- 
liam N.  Hulett,  president  of  Stouffer  Ho- 
tel Co.  and  chairman  of  Cleveland's 
Convention  and  Visitors  Bureau.  "The 
city  dropped  precipitously.  Between 
1970  and  1985,  total  manufacturing  in 
Greater  Cleveland  declined  by  more 
than  one  third."  Population  fled  the  area 
and,  in  particular,  the  city.  Still,  he 
points  out,  the  middle  of  this  decade 
marked  the  beginning  of  a  turnaround. 

"For  example,  as  a  consequence 
of  its  improving  image,  and  the  civic 
renaissance  on  many  fronts  which  has 
contributed  to  a  more  positive  percep- 
tion of  Cleveland  on  the  part  of  many 
people,  this  city  is  becoming  a  big  re- 
gional tourist  center." 

Many  agree  that  one  of  the  first 
signs  of  that  turnaround  was  the  elec- 
tion of  a  new  mayor — George  Voino- 
vich,  who  took  office  at  the  close  of  the 
'70s — more  acceptable  to  the  business 
sector.  The  new,  more  stable  govern- 
ment structure  gained  confidence  from 
investors.  The  area's  population  stabi- 
lized from  the  losses  of  the  70s  Indus- 
try and  government  leaders  began  lis- 
tening to  local  academics — urban  af- 
fairs experts  from  Cleveland  State, 
business  and  social  service  experts 
and  scientists  from  Case  Western  Re- 
serve University  and  others. 

A  significant  development  was 
Standard  Oil  Company's  decision  to 
situate  its  new  $200  million  corporate 
headquarters  building  downtown  on 
Public  Square  in  1984.  When  BP  took 
over  Standard,  the  city  held  its  breath. 
But  BP  America  continued  the  broad 
commitment  to  Cleveland  and  agreed 
to  remain  in  town,  becoming  one  of  the 
area's  top  corporate  citizens  That 
seemed  the  sign  other  companies 
based  in  Cleveland  needed  to  show 
that  they,  too,  would  be  a  part  of  the 
city's  rebound.  TRW,  Inc.,  a  technology 
and  defense  company  with  1988  reve- 
nues of  $7  billion,  built  a  suburban 
headquarters.  Many  other  companies 
have  committed  to  Cleveland  by  build- 
ing here. 

Stouffer  Hotel  Co.  has  shown  its 
commitment  with  a  lavish  $35  million 
renovation  of  Stouffer  Tower  City  Plaza 
Hotel,  the  city's  finest  hotel.  The 
Stouffer  property  stands  as  part  of  the 
distinctive  1920s  Terminal  Tower  com- 


Cleveland 


plex  owned  by  Forest  City  Enterprises, 
which  is  in  the  midst  of  a  $400  million 
renovation  and  new  construction  pro- 
ject. It  will  add  hundreds  of  thousands 
of  square  feet  of  new  office  space,  a 
new  Ritz-Carlton  hotel,  and  a  three- 
tiered  deluxe  shopping  concourse  with 
120  stores  anchored  by  Neiman-Mar- 
cus,  Higbee's  and  two  other  upscale 
department  stores. 

Simultaneously,  the  area's  regional 
transit  authority,  RTA,  is  spending  $55 
million  to  reconfigure  and  update  com- 


her  family,  the  Ratners,  who  operate  the 
$1 .6  billion  real  estate  development  ■ 
company,  are  investing  so  substantially 
in  their  headquarters  in  part  because 
they  want  to  do  something  to  improve 
their  town.  "Cleveland  is  where  we're 
from,  and  we  care  about  it,"  she  says. 
Their  long-term  plans  for  Tower  City 
are,  indeed,  impressive  and  could  total 
a  $1  billion  investment  in  the  surround- 
ing cityscape,  with  more  offices,  a  resi- 
dential development,  and  even  a  mari- 
na on  the  drawing  board. 


This  rendering  depicts  an  interior  view  ot  Tower  City  Center  from  the  80  foot  Skylight  Concourse  atrium. 
This  world-class  fashion,  entertainment,  dining  and  lodging  mecca.  opening  in  1 990,  will  attract  shoppers 
and  visitors  from  all  over  Ohio 


pletely  its  rapid  rail  commuter  system's 
downtown  terminal  inside  Forest  City's 
Tower  City  complex.  The  transit  system 
speeds  riders  in  both  directions  from  its 
Terminal  Tower  station,  west  to  Cleve- 
land Hopkins  International  Airport  with 
suburban  stops  en  route,  northeast  to 
University  Circle  and  east  to  Shaker 
Heights. 

Adjoining  the  complex  will  be  the 
I.M.  Pei-designed  Rock  and  Roll  Hall  of 
Fame  and  Museum,  scheduled  to  open 
in  1 992.  The  $48  million  exhibition  facili- 
ty and  archive  is  expected  to  draw  hun- 
dreds of  thousands  of  visitors  each 
year,  pumping  new  tourism  dollars  into 
the  growing  hotel  and  entertainment 
industry. 

Ruth  Miller,  a  vice  president  of  For- 
est City  and  a  long-time  contributor  to 
community  affairs,  says  that  she  and 


One  of  the  first  developers  to  rec- 
ognize Cleveland's  potential  was  Ja- 
cobs, Visconsi  &  Jacobs  Co.,  two  of 
whose  principals,  Richard  E.  and  David 
H.  Jacobs,  purchased  the  Cleveland 
Indians  baseball  team,  vowing  to  keep 
it  in  the  city.  They  also  paved  the  way 
for  high-class  retail  shopping  to  come 
downtown  by  doing  just  that,  them- 
selves, two  years  ago,  with  stunning 
success.  They  bought  a  40-story  office 
tower  and  an  adjoining  block-long 
open  space,  and  they  dared  to  build  a 
two-level  crystal  palace  with  fine  res- 
taurants and  glitzy  speciality  retail 
stores  in  the  midst  of  a  downtown  that 
had  lost  far  more  retail  shopping  than  it 
had  gained  in  the  preceding  years. 
Their  Galleria  at  Erieview,  complete 
with  valet  parking,  has  become  a  whole 
new  focus  for  downtown,  just  as  Tower 


LIVING-ROOM 


While  our  business  is  real  estate 
development,  our  focus  is  on  life  in  America's 
cities.  On  better  spaces  in  which  to  live,  to 
work  and  to  nurture  the  best  of  urban  culture 
and  commerce,  To  reflect  the  unique  character 
of  the  cities,  even  as  we  redefine  the  opport- 
unities they  offer,  we  have  become  part  of 
them.  Imagining.  Building.  Renovating. 
Developing  new  living  room  for  their  people. 

So,  though  our  headquarters  may  be  in 
Cleveland,  Ohio... our  home  is  in  the  heart 
of  each  city  we  touch. 


ForestCity 

ENTERPRISES 

Headquarters:  Cleveland.  Offices:  New  York.  Boston,  Tucson,  Los  Angeles 


Huven  i  iocivicin  i  a 


Moving 
the  people 
who  move 
Cleveland, 

New  buildings.  Thriving  businesses.  Ambitious  people. 
Cleveland  is  a  busy  city.  And  keeping 
things  moving  is  RTA.  Innovative  public 
transportation  for  a  city  on  the  move. 
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Greater  Cleveland  Regional  Transit  Authority 


Performance 

creates  profits. 

People  create 

performance. 


Management  Recruiters. 

No  excuses,  no  alibis. 

Just  maximum  recruiting 

performance. 


EH 


MANAGEMENT 
RECRUITERS8 

The  search  and  recruiting  specialists 
400  offices  nationwide 


The  Club  Floor  Lounge  epitomizes  the  elegant 
accommodations  and  personalized  service 
found  throughout  the  landmark  Stouffer  Tower 
City  Plaza  Hotel.  The  ambitious  $35!million  reno- 
vation program  includes  the  Grand  Ballroom, 
the  largest  between  New  York  and  Chicago,  Club 
Floors  designed  to  accommodate  the  execu- 
tive traveler,  and  state-of-the-art  meeting  facili- 
ties, as  well  as  each  of  the  hotel's  492  guest 
rooms 


City  is  expected  to  be  once  its  firs 
phase  is  completed  next  year. 

The  Jacobs  brothers  are  als 
building  neighboring  office  and  hote 
complexes  that  will  house  two  of  Ohio' 
biggest  banking  organizations.  On? 
Ameritrust  Center,  will  be  home  for  th 
Ameritrust  Co.,  a  $10  billion  financic 
institution.  It  will  feature  a  striking  cor 
temporary  design  by  Kohn  Pedersen 
Fox  that  will  provide  a  whole  new  shap 
to  the  city's  skyline.  At  60  stories,  it  als 
will  be  Ohio's  tallest  office  building.  Th 
complex  will  include  a  new  484-roor 
Hyatt  Regency  hotel.  The  other  will  be 
57-story  Cesar  Pelli-designed  sk\ 
scraper  for  Society  Corp.  coupled  wii 
a  424-room  Marriott  hotel.  Total  inves 
ment  for  the  two  projects  could  ap 
proach  $800  million. 

Analysts  at  Ameritrust,  with  tH 
company's  considerable  presence 
Cleveland,  predict  more  growth  in  th 
entire  market  and,  especially,  in  th 
city's  downtown.  Given  the  continuir 
expansion  in  U.S.  manufacturing,  e 
pecially  in  durable  goods — an  area 
which  Northeast  Ohio  has  so  substai 
tial  a  stake — banking  organizations  lit- 
Ameritrust  are  in  a  strong  position 
confront  the  1990s  when  so  much 
expected  to  happen  in  Cleveland. 

Cleveland  is  becoming  more  of 
destination  for  business  and  touri 
travel,  and  while  heretofore,  Stouff 
Tower  City  Plaza  Hotel  has  been  tr 
only  truly  high-quality  hotel  in  the  city 
center,  soon  others  will  join  it. 

The  dramatic  increase  in  hot 
rooms  is,  like  so  much  else  that  is  ha 


(Rebuilding 
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ening  in  Cleveland,  part  of  the  blue- 
rint.  Millions  invested  in  the  downtown 
onvention  center  in  recent  years  have 
lade  it  one  of  the  more  pleasant  in  the 
Duntry,  though  its  attractiveness  as  a 
te  for  national  conventions  has  suf- 
>red  from  Cleveland's  shortage  of  first- 
ite  hotel  rooms  downtown.  Soon  that 
o  longer  will  be  true. 

Other  features  of  the  city  make  it  a 
tore  attractive  destination  than  most 
eople  realize.  The  tremendous  popu- 
jity  of  the  once-industrial  Flats  along 
ie  Cuyahoga,  where  rock  'n'  roll  clubs 
and  side  by  side  with  the  town's  finest 
;staurants  and  night  clubs,  gives  this 
■ea  great  vitality.  Up  from  the  Flats 
ward  downtown,  is  a  warehouse  dis- 
ct  being  transformed  into  one  of  the 
ty's  most  compelling  residential  and 
lopping  areas,  filled  with  studios  and 
fts  with  striking  views  of  Lake  Erie  and 
e  downtown  skyline. 

Lake  Erie  itself  is  an  amenity  that 
;leveland  no  longer  turns  its  back  on.  It 
cleaner  than  it  has  been  in  years. 
[9creational  boating  and  fishing  have 
I'Oliferated,  and  the  city  is  spending 
(illions  to  create  an  attractive  inner 
jirbor  complex,  eventually  to  house 
lops,  restaurants,  museums  and  an 
^uarium. 

The  lake,  of  course,  is  more  than  a 
)urce  of  recreation  and  charm;  it's  a 
atery  highway  to  the  world.  The 
eveland  port  handles  huge  tonnage 
cargo  each  year  in  its  link,  through 
e  St.  Lawrence  Seaway,  to  the  world's 
arkets.  Cleveland's  highway  access 
the  North  American  markets  is  envi- 
)le,  too.  Within  600  miles  lie  12  of  the 
p  20  U.S.  markets  and  54%  of  the 
>untry's  population,  along  with  66%  of 
U.S.  plants  and  79%  of  the  top  500 
dustrial  corporate  headquarters.  Of 
S.  cities,  Cleveland  also  has  the  fifth- 
ghest  concentration  of  those  top  500 
•mpanies. 

Neither  the  economy  nor  the  quali- 
of  life,  though,  depends  strictly  upon 
g  companies.  There  are  60,000  es- 
olished  businesses  with  fewer  than 
0  employees  each  in  Greater  Cleve- 
"id.  The  area  is  considered  a  place 
lere  small  businesses  have  a  better- 
an-average  chance  of  success,  ac- 
rding  to  small-business  brokers. 

It  is  from  such  data,  the  rich  mine 
numbers  representing  the  profile  of  a 
xJern  economy,  that  Cleveland's  ar- 
itects  have  created  their  blueprint, 
3  plans  that  are  bringing  the  city  into 
3  21st  century.  Mayor  Voinovich,  one 
the  many  who  has  had  a  hand  in 


drafting  those  plans,  sees  big  changes 
from  the  days  when  businesses  con- 
sidered Cleveland  more  a  place  to  flee 
than  to  embrace. 

"Once  people  experience  the 
city,"  he  says,  "they're  sold."  And  now 
that  the  coalition  of  area  leaders  and 
citizens  of  which  he  is  a  part  has 
worked  so  hard  to  stabilize  the  econo- 
my, it  is  overjoyed  at  the  prospects  of 


Cleveland's  becoming,  once  again, 
one  of  America's  great  cities.  While  it 
may  not  be  a  place  to  slip  quietly  into 
the  future,  its  dramatic  comeback 
shows  that  this  community  has  drafted 
a  blueprint  to  carry  it  into  the  21st  cen- 
tury— there  is  no  stopping  Cleveland. ■ 

Frank  Bentayou  is  a  freelance  writer  based  in 
Cleveland,  Ohio 


Only  in  northern  Ohio  do 
business  and  industry 
enjoy  all  of  these  im- 
portant locational 
advantages: 

•  Within  a  500-mile 
radius  you'll  find  half  the 
population  of  the  United 
States  and  Canada,  half  of 
America's  buying  power, 
and  half  of  America's 
production  facilities. 

•  An  abundance  of  raw 
materials,  manufactured 
parts,  essential  supplies 
and  services  are  close 

at  hand. 


•  Seven  ports  of  call 
on  Ohio's  north  coast 
provide  access  to  world 
shipping  lanes  via  the 
St.  Lawrence  Seaway. 

•  International, 
regional  and  many  other 
airports  speed  goods  and 
passengers  around  the 
country  and  around 

the  world. 

•  Rail  service  and  a 
network  of  super  high- 
ways round  out  a  total 
transportation  capability 
to  reduce  distribution 
costs. 


•  Every  amenity 
associated  with  a  superior 
quality  of  life  is  available 
along  this  200-mile  Lake 
Erie  coastline.  And  it's  all 
surprisingly  affordable! 

Northern  Ohio  on 

America's  North  Coast: 

Good  for  Business.  Good  for  You! 


CENTERIOR 

ENERGY 


Toledo  Edison  Company 

300  Madison  Avenue  •  Toledo.  Ohio  43652 

Ann:  Don  Dick.  Mail  Stop  730 

(419)249-5045 

Cleveland  Electric  Illuminating  Company 

P0  Box 5000 'Cleveland.  Ohio 44101 

Attn :  George  Vosmik.  IND-417 

(216)622-9800 


The  bottom  line  keeps 
pointing  to  Cleveland 


James  M.  Biggar,  Chairman  and  Chief  Executive  Officer  Nestle  Enterprises, 


James  H  Ross.  President  and  Chief  Executive  Officer,  BP  America,  Inc. 


Why  do  business  from  Cleveland?  Some  of  the 
largest  international  companies  know  why  and  they 
can  point  to  a  world  of  economic  opportunities. 

James  M.  Biggar,  Chairman  and  Chief  Executive 
Officer  of  Nestle  Enterprises,  Inc.  and  The  Stouffer 
Corporation,  explains:  "Office  operating  costs  are 
just  one  of  the  significant  reasons  for  doing  business 
in  Cleveland.  They're  20%  less  than  San  Francisco, 
24%  less  than  the  New  York  City  area  and  10%  less 
than  Chicago. 

"And  Cleveland  is  so  incredibly  convenient  to 
live  and  work  in.  You  can  get  to  everything  around 
here  in  30  minutes  or  less,  whether  it's  the  airport, 
downtown  Cleveland,  elegant  suburbs  or  your  boat 
on  Lake  Erie." 

James  H.  Ross,  President  and  Chief  Executive 
Officer  of  BP  America,  Inc.,  says:  "Our  ability  to 
retain  and  develop  people  is  dependent  on  being 
located  where  they  will  enjoy  living  and  working. 
When  it  comes  to  education,  lifestyle  and  leisure, 
Cleveland's  got  it." 

"With  40%  of  BP's  assets  now  in  the  U.S., 


Cleveland  has  proven  to  be  an  internationally  com- 
petitive city"  adds  Ross. 

BP  America,  Inc.,  the  eighteenth  largest  corpora- 
tion in  the  U.S.  based  on  assets,  is  headquarters  for 
BP's  American  operations.  Nestle  Enterprises,  Inc., 
which  includes  Stouffer  Foods  Corporation,  Stouffer 
Hotel  Company,  Stouffer  Restaurant  Company,  and 
L.  J.  Minor  Corporation,  forms  part  of  the  largest 
food  company  in  the  world. 

Both  firms  have  invested  tens  of  millions  of 
dollars  in  new  facilities  here,  choosing  Cleveland 
over  other  potential  locations. 

Now  they're  doing  business  in  the  heart  of  North 
America's  largest  markets.  In  a  city  ranked  4th  on 
the  list  of  America's  Fortune  500  corporate 
headquarters. 

Take  a  good  look  at  the  new  Cleveland.  When  your 
business  competes  internationally,  our  advantages 
can  make  a  world  of  difference. 

CLEVELAND. 


One  of  a  series  of  messages  from  the  New  Cleveland  Campaign,  the  community-wide  marketing  program  for  Cleveland,  in  cooperation  with 

the  Greater  Clt  wland  Growth  Association  and  the  Convention  &  Visitors  Bureau  of  Greater  Cleveland.  Call  or  write  George  N.  Miller, 

Ex.  irector,  New  Cleveland  Campaign,  690  Huntington  Building,  Cleveland,  OH  44115.  (216)  621-6725. 


Hawaiian  Electric  Industries'  Dudley  Pratt  Jr. 

Searching  the  islands/or  those  "little  overlooked  gems. 


The  nation 's  electric  utilities  have  not  done 
wildly  well  in  their  attempts  to  get  into 
other  businesses.  Dudley  Pratt  Jr.,  who  runs 
Hawaii  s  power  company,  could  show 
them  a  thing  or  two. 

"Having  a  mother 
who  loves  us" 


By  Hare  Beauchamp 


D 


udley  Pratt  Jr.,  chief  execu- 
tive of  Hawaiian  Electric  In- 
dustries (1988  revenues,  $733 
million),  holding  company  of  the 
state's  leading  utility,  makes  it  look 
easy.  Hawaiian  Electric  is  perhaps  the 
utility  industry's  most  successful  ex- 
ample of  diversification.  It  made  its 
first  big  acquisition  barely  three  years 


ago.  Yet  today  its  nonregulated  sub- 
sidiaries account  for  25%  of  Hawaiian 
Electric 's  revenues  and  23%  of  operat- 
ing income. 

Meanwhile,  Pratt's  core  business 
continues  to  grow  as  well.  Founded  in 
1891  (ten  years  after  King  Kalakaua 
met  Thomas  Edison  in  New  York  for 
a  demonstration  of  electric  lighting), 
Hawaiian  Electric  today  serves  the  is- 
lands of  Oahu,  Maui,  Lanai,  Hawaii 


and  Molokai — home  to  95%  of  the 
state's  1 -million-plus  residents.  Elec- 
tricity sales,  measured  by  kilowatt- 
hours,  rose  5.5%  last  year  alone,  to  a 
new  record,  reflecting  the  continuing 
boom  in  tourism  and  construction  in 
the  islands. 

The  new  Hyatt  Regency  Waikoloa 
on  Hawaii's  Kona  coast,  for  example, 
by  itself  increased  that  island's  elec- 
tricity load  4% .  To  meet  expected  fur- 
ther growth,  Pratt  has  opted  not  to 
build  costly  new  generating  plants. 
Instead  he's  signed  contracts  to  buy 
electricity  from  two  independent  pro- 
ducers. He's  also  working  on  alterna- 
tive energy  sources,  such  as  geother- 
mal — by  tapping  Kilauea  volcano  on 
Hawaii — and  wind.  Hawaiian  Electric 
operates  wind  farms  on  Oahu  and 
Hawaii. 

Pratt,  not  wanting  his  company's 
fortunes  harnessed  solely  to  island 
tourism,  was  wise  enough  to  search 
for  likely  subsidiaries  close  to  home. 
If  nothing  else,  he  knows  the  territory 
and  how  to  do  business  there.  Pratt  - 
family  has  lived  in  the  islands  since 
his  great-great-grandfather,  a  Calvin- 
ist  missionary  from  New  England, 
settled  in  Hawaii  in  1828.  The  62- 
year-old,      Yale-educated      engineer 
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A  MACHINE  THAT  HELPS  YOU  SLEEP  AT  NIGHT. 


Peace  of  mind. 

If  you'd  like  your  family  to  have  more  of  it,  think 
of  The  Xerox  Financial  Machine  as  your  very  own 
security  blanket. 

Those  sweet  dreams  for  college  can  become  a 
reality  with  annuity  and  life  insurance  programs 
from  Xerox  Life.  You  can  rest  easier  when  your 
home  and  business  are  insured  by  Crum  and 
Forster.  There's  a  powerful  portfolio  of  mutual 
funds  and  insured  unit  trusts  from  Van  Kampen 
Merritt.  Prudent  pension  fund  management  and 
administration  are  why  many  fine  companies 
have  turned  to  Furman  Selz.  And  Xerox  Credit 


can  lease  your  business  a  single  Xerox  copier.  Or 
finance  a  whole  factory  full  of  equipment  for  mak- 
ing snuggly  teddy  bears. 

It's  all  part  of  Xerox  Financial  Services.  With 
over  $17.5  billion  in  assets,  we're  a  powerful  group 
of  financial  companies  that  understands  how  hard 
you've  worked  to  get  where  you  are  today. 

And  how  important  it  is  for  you  to  feel  secure 
tonight. 

To  find  out  how  The  Xerox  Financial  Machine 
can  help  you  sleep  at  night,  just  tell  us  your  finan- 
cial needs.  Write  Xerox  Financial  Services,  P.O. 
Box  5000,  Norwalk,  CT  06856. 
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XEROX 

FINANCIAL  SERVICES 


THE  FINANCIAL  MACHINE 


joined  Hawaiian  Electric  in  1953  and 
took  control  eight  years  ago. 

Beginning  in  the  mid-1980s,  Pratt 
began  looking  for  established  Hawai- 
ian businesses  that  had  been  owned 
and,  in  most  cases,  mismanaged  by 
outsiders.  Turned  out  the  pickings 
were  fairly  easy.  In  1986  he  paid  $18.7 
million  to  San  Francisco-based  Dil- 
lingham Corp.  for  Hawaiian  Tug  & 
Barge  Corp.  and  Young  Brothers  Ltd., 
the  latter  an  inter-island  cargo  carrier. 
The  next  year  he  paid  $23  million  to 
trucking  conglomerate  iu  Interna- 
tional for  Hawaiian  Insurance  Group, 
the  state's  fourth-ranked  property  and 
casualty  company. 

Finally,  last  year  Pratt  paid  $115 
million  to  New  York  investor  Daniel 
Ludwig  for  $  1 .3  billion  (assets)  Ameri- 
can Savings  Bank,  Hawaii's  second- 
largest— and  most  profitable — thrift. 
Of  Pratt's  acquisitions,  a  top  execu- 
tive at  Honolulu-based  conglomerate 
Alexander  &  Baldwin  says,  admiring- 
ly: "They  were  little  overlooked 
gems." 

Pratt  could  spot  an  opportunity,  but 
he  also  understood  that  he  could  not 
run  this  grab  bag  of  businesses  him- 
self. To  burnish  these  gems,  Pratt 
brought  in  new  management,  injected 
capital  and  provided  stability.  At  Ha- 
waiian Tug  and  Young  Brothers,  for 
example,  he's  spent  more  than  $20 
million  on  much  needed  new  equip- 
ment like  refrigerated  barges.  At  Ha- 
waiian Insurance,  which  lost  $21  mil- 
lion in  1985,  Pratt  installed  a  new 
chief  executive  and  strengthened  its 
financial  staff.  The  results  have  been 
dramatic:  In  the  two  years  since  its 
acquisition,  Hawaiian  Insurance  has 
posted  operating  income  of  over  $19 
million. 

At  American  Savings  he  gave  Presi- 
dent Wayne  Minami  a  free  hand  in 
restructuring  his  loan  portfolio,  re- 
placing most  of  his  fixed-rate  mort- 
gages with  adjustables.  Some  80%  of 
American  Savings'  loans  are  residen- 
tial mortgages — considered  a  good  bet 
since  Hawaii  has  a  shortage  of  hous- 
ing. Minami  says  morale  at  the  bank 
has  improved,  thanks  to  Hawaiian 
Electric's  stable  reputation.  Charles 
Swanson,  president  of  the  tug  and 
barge  operation,  agrees.  "It's  the  sta- 
bility of  having  a  mother  who  loves 
us,"  he  said  recently. 

Wall  Street,  too,  seems  to  think 
Pratt  is  doing  something  right,  out 
there  in  the  Pacific.  Last  year  institu- 
tions in  the  Far  East,  Europe  and  the 
U.S.  snapped  up  $74  million  worth  of 
new  stock,  issued  to  retire  debt  taken 
on  to  buy  American  Savings. 
Hawaiian's  stock,  recently  33,  has 
more  than  doubled  in  the  past  5  years, 


and  most  analysts  figure  it  is  still 
heading  only  upward.  It  currently 
yields  6%.  Earnings  have  increased  in 
24  of  the  past  25  years  and  dividends 
are  up  25  years  straight.  Shearson  util- 
ity analyst  Edward  Tirello  Jr.  expects 
Hawaiian  Electric  to  earn  $3.10  a 
share  this  year,  up  from  $2.90  in  1988, 
with  30  cents  coming  from  American 
Savings. 

But  hasn't  Pratt  tied  Hawaiian  Elec- 
tric's fate  too  tightly  to  the  state's 
tourism-based  economy?  The  risk  of 
staying  in  Hawaii,  he  reasons,  is  less 


than  that  of  expanding  into  unfar 
iar  out-of-state  markets.  What's  more 
Pratt  is  convinced  that  electricit 
banking,  insurance  and  transportal 
tion  are  essential  services  with  a  solic 
future  in  almost  any  kind  of  economy 
Makes  sense. 

"Because   we're   in   the   kinds 
things  we're  in,"  he  said  recently,  ' 
some  extent  we're  shielded." 

It  is  a  commonsense,  relatively 
low-risk  diversification  strategy  thai! 
utility  executives  on  the  mainland 
might  profit  from.  ■ 


Barney  Taylor  doesrit  run  a  giant  bank\ 
but  his  Wilmington  Trust  is  way  up  amon£ 
the  most  profitable — and  he's  one  of  th 
highestpaid  bankers. 

"They  never  put 
jackets  on  again" 


By  Janet  Novack 


Bernard  J.  Taylor  II  still  vivid- 
ly recalls  his  first  day  as  chief 
executive  officer  of  the  Wil- 
mington Trust  Co.,  a  then  stodgy  per- 
sonal trust  bank  founded  by  the  du 
Ponts  in  1903. 

"It  was  July  16,  1979,  and  it  was  a 
stinking  hot  day.  So  I  took  off  my 
coat,  hung  it  over  the  chair  and  start- 
ed walking  around  the  executive  suite 
in  my  shirtsleeves.  All  of  a  sudden, 
the  phone  rang.  The  senior  vice  presi- 
dent in  charge  of  the  personal  trust 
department  said,  'Barney,  all  my  peo- 
ple are  taking  off  their  coats.  They're 
not  allowed  to  do  that.  Somebody  said 
you're  walking  around  without  your 
jacket  on.'  "  And,  Taylor  triumphant- 
ly concludes:  "They  never  put  jackets 
on  again  in  this  company." 

But  coatless  executives  are  the  least 
of  the  changes  63-year-old  Barney 
Taylor  has  brought  to  this  outfit.  In 
1979  he  had  just  been  fired  in  a  purge 
at  an  ailing  Philadelphia  bank  and  was 
looking  for  work.  Studying  Wilming- 
ton Trust's  financial  statements,  he 
concluded  its  situation  was  grim  and 
laid  out  a  turnaround  plan  to  a  board 


search  committee.  The  Wilmington 
Trust  board  bought  both  the  plan  and 
Taylor,  making  him  chief  executive 
and,  soon  after,  chairman. 

It  was  the  smartest  thing  the  board 
ever  did.  In  a  decade,  Taylor  has  trans- 
formed $3.3  billion  (assets)  Wilming- 
ton Trust  into  one  of  the  most  profit- 
able banks  in  the  nation.  In  1988  it 
earned  $52  million,  or  $2.98  a  share, 
for  a  25%  return  on  equity  and  1.87% 
return  on  assets — the  highest  of  69 
banks  of  similar  size  tracked  by  Keefe, 
Bruyette  &  Woods,  and  nearly  double, 
in  both  return  on  assets  and  return  on 
equity,  the  69-bank  average. 

Why  is  it  so  profitable?  Because 
Taylor  has  built  a  successful  lending 
operation  while  exploiting  the  bank's 
traditional  trust  business  niche.  Al- 
though it's  not  among  the  nation's 
largest  hundred  banks  when  ranked 
by  assets,  Wilmington  Trust  ranks 
sixth  in  personal  trust  assets  man- 
aged. More  than  10%  of  the  individ- 
uals on  Forbes'  list  of  the  400  richest 
people  in  America  are  personal  trust 
customers  at  Wilmington  Trust,  the 
bank  says. 

Taylor  has  been  well  rewarded  for 
his  accomplishments.  Last  year,  in 
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Who  said 
engineers  can't  dream? 


(f  Today  change  is  so  swift  and 
relentless  in  the  techno-societies 
that  yesterday's  truths  suddenly 
become  today's  fictions . . .  J  J 

Alvin  Toffler 
Author  of  Future  Shock' 


A  computer  that  prints  what  you 
say  when  spoken  to;  a  train  that 
floats  silently  through  cities;  a  soft- 
ware program  that  creates  soft- 
ware programs. 

These  are  the  stuff  of  dreams. 
Engineer  dreams.  Creations  in  a 
world  where  nothing  exactly  like 
them  existed  before. 


Satellites,  automation,  magnetic 

AEG  is  a  company  built  on 
realistic  dreams  like  these,  with 
approximately  $7  billion  in  sales 
around  the  world.  We  are  helping  to 
make  the  future  come  true  for  indus- 
tries that  range  from  metals  tech- 
nology and  food  processing  to  NASA 
and  automobile  manufacturers. 

AEG  companies  and  affiliates 
like  MODICON,  Promod  and  Sep- 
tor  Electronics  help  to  program, 
monitor  and  control  automated 
production;  AEG  Westinghouse 
Transportation  Systems  builds 
energy-saving,  pollution-free  trains 
for  the  world's  expanding  cities. 

MODCOMP  has  just  intro- 
duced a  new  generation  of  real- 
time computers  that  offers  new 
levels  of  control  and  management; 
AEG  Power  Tools  makes  high  qual- 
ity tools  for  industrial  users  and 
contractors.  And  AEG  Olympia  is 
delivering  state-of-the-art  office 
equipment  while  designing  new 
modes  and  machines  for  the  infor- 
mation needs  of  tomorrow. 


levitation.  High  technology  from  the  minds  of  AEG  engineers 

Who  said  engineers  can't 
dream?  Or  make  dreams  come 
true?  Every  day,  a  new  barrier  is 
broken,  a  new  myth  exploded.  As 
the  world  cascades  into  the  21st 
century,  engineer  dreams  are  there 
waiting,  making  tomorrow  possible 
and  the  days  to  come  filled  with 
potential. 

We're  AEG.  Innovative  tech- 
nology for  the  changing  worlds  of 
business,  industry  and  transporta- 
tion. Let  your  dreams  become  our 
inspiration.  For  more  information  call 
Diane  Zediker  at  (201)  231-8405, 
or  write  to  Kurt  Wiedenhaupt,  Presi- 
dent, AEG  Corporation,  3140  Route 
22,  Box  3800,  Somerville,  NJ  08876- 
1269.  Our  business  is  the  future. 

§  1988  AEG.   'Reprinted  by  permission  of  Curtis 
Brown,  Ltd   Copyright  c  1970  by  Alvin  Toffler 


AEG 

Member  of  the  Daimler-Benz  Group 


Sarah  Leen/MairlJ 


Wilmington  Trust  Chairman  Bernard  J.  Taylor  II 

In  1979  he  was  out  of  work.  In  1988  he  earned  more  than  the  chairman  of  Citicorp. 


eluding  stock  options,  he  earned  $2.4 
million.  That's  more  than  Citicorp's 
chairman  earned  and  four  times  the 
median  for  the  185  top  bank  and  thrift 
chiefs  on  Forbes'  800  best-paid  execu- 
tives list. 

Wilmington  Trust's  turnaround 
was  aided  by  its  location  in  the  tiny 
state  of  Delaware  (pop.  660,000).  Over 
the  past  decade  Delaware's  lawmak- 
ers have  made  the  state  a  haven  for 
out-of-state  banks,  from  which  they 
could  pay  low  taxes  and  charge  unlim- 
ited interest  rates  on  credit  card  bal- 
ances (Forbes,  Nov.  17,  1986).  This 
sparked  a  local  job  and  construction 
boom.  But  Delaware  lawmakers  can- 
nily  barred  the  out-of-staters  from 
competing  with  Delaware's  home- 
grown banks  for  all  that  new  local 
business  that  came  with  the  boom. 

Although  Taylor  did  not  create  this 


favorable  environment,  he  gets  high 
grades  for  taking  full  advantage  of  it. 
When  he  took  over,  the  bank's  bal- 
ance sheet  was  a  mess.  More  than  half 
its  assets  were  sitting  in  low-yielding 
30-year  bonds,  which  it  financed 
largely  with  short-term  money  that 
was  repriced  every  30  or  60  days. 
Within  months,  Taylor  had  dumped  a 
third  of  these  bonds,  selling  the  bank 
headquarters  to  offset  losses  and  put- 
ting the  bond  proceeds  in  high-yield- 
ing short-term  investments.  His  haste 
was  fortuitous;  in  October  1979  the 
Federal  Reserve  began  pushing  inter- 
est rates  to  the  sky. 

Then  Taylor  started  building.  "You 
had  to  have  the  right  blue  blood  to  do 
business  with  Wilmington  Trust  15 
years  ago,"  says  one  local  business- 
man. But  Taylor  saw  there  was  money 
to  be  made,  as  well,  lending  to  ordi- 


nary consumers  and  smaller  business- 
es. At  the  end  of  1978  the  bank  had 
just  $385  million,  a  fourth  of  its  as- 
sets, in  loans;  a  decade  later  it  held 
loans  of  $2  billion,  more  than  two- 
thirds  of  assets. 

A  booming  local  economy  helped. 
But  Wilmington  Trust  also  gained 
market  share — going  from  17%  to 
37%  of  the  Delaware  commercial 
loan  market  without,  it  appears  so  far, 
making  too  many  bad  loans. 

Thus  solidly  situated,  Wilmington 
Trust  now  faces  new  challenges. 
Delaware's  economic  growth  is  slow- 
ing down  to  the  U.S.  average.  What's 
more,  last  year  Delaware  was  finally 
opened  up  to  interstate  banking.  Al- 
ready, Wilmington  Trust's  two  largest 
local  competitors,  Delaware  Trust 
Co.  and  Bank  of  Delaware,  have  been 
taken  over  by  Pennsylvania  banks. 
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Peugeot  105  DL 


1988  Best  European  Car  of  the  Year. 
1989  Best  Imported  Car  of  the  Year. 


The  Success 
Hasn't  GoneTb 
Our  Price. 


Since  its  introduction,  the  Peugeot  405 
has  been  enjoying  the  rarefied  kind  of  success 
only  a  landmark  automobile  can  enjoy. 

It  impressed  Europe's  most  discriminating 
automotive  journalists  as  no  car  ever  had  before, 
winning  the  coveted  European  Car  of  the  Year 
award  for  1988  by  the  widest  margin  in  history. 

Its  debut  in  America  was  no  less  auspi- 
cious. In  grand  style  it  won  the  Motoring  Press 
Associations  Best  Imported  Car  for  1989  out- 
shining established  stars  like  the  Mercedes-Benz 
190,  the  BMW  535,  and  the  Acura  Legend  Coupe. 
All  cars  that  are  legendary  for  their  performance. 


And  legendary  for  their  price. 

Happily,  as  you  can  see,  all  this 
praise  hasn't  swelled  the  405  s  price. 
And  included  in  it  are  many  standard 
amenities  like  air-conditioning  with 
automatic  climate  control  and  power 
door  locks.  As  well  as  the  protection 
of  a  3-year/36,000-mile  Bumper-to- 
Bumper  limited  warranty;  a  5-year/ 
50,000-mile  limited  powertrain 
warranty;**  and  the  most  compre- 
hensive roadside  assistance  plan 
available: 


405 


PL 
$14,500* 

S 
$17,700' 

Mi  16 
$20,700' 


So  why  not  call  1-800-447-2882  for  the 
name  of  a  dealer  where  you  can  investigate  one  of 
the  best  automotive  values  on  the  market  today: 
The  front-wheel  drive  Peugeot  405.  It'll  grant  you 
the  experience  of  driving  a  world  class  automobile. 
And  spare  you  the  experience  of  paying  for  one. 

*MSRR  E\< -ludes  dcst.  charge,  tax.  title,  options  and  registration.  **See  vour  dealer  for  details 
of  these  warranties.  ***Membership  subject  to  the  rules  and  regulation-  of  ^£ 


NOTHING    ELSE    FEELS    LIKE    IT 


Hold  on  to 
your  money 

until  you  get 

this  free 


booklet 


If  you've  ever  been  confused  by  short-term  investments  like  CD's.  Treasury 
Bills,  money  market  funds,  and  mone\  market  deposit  accounts,  this  free 
booklet. "Secrets  of  Successful  Money  Managing'.'  can  help.  It  offers  easy- 
to-understand  explanations,  definitions  and  helpful  worksheets  on  how  to 
make  your  money  work  harder  for  you.  Prepared  by  Kemper  Financial 
Services.  Inc..  the  investment  manager  of  Kemper  Money  Market  Fund,  it's 
yours  free,  while  supplies  last. 

Upon  request,  we  will  also  send  you  a  prospectus  of  Kemper  Money 
Market  Fund  which  contains  more  complete  information  including 
expenses  and  management  fees.  Please  read  it  carefully  before  you  invest 
or  send  money.  Call  toll-free  today 

Call  1-800-537-6001 


Kemper  Money  Market  Fund 

Ktrnpor  1-inanc.Ml  Services  Inc    l20Souttl  LaSalle  Street  Hin-dKi)  lllinoi! 


Wilmington  Trust  is  itself  an  un> 
likely  takeover  candidate.  Its  stock 
which    recently    traded    around    42 
which  is  13  times  trailing  earning 
and  3  times  book,  is  expensive  for  <| 
bank.  So  its  takeover  premium  is  toe 
stiff  for  most  acquirers. 

Taylor  says  Wilmington  Trust  car  I 
gain  market  share  against  its  newl)J 
muscled  rivals  by  playing  its  home-.' 
town  edge.  It  won't  be  able  to  continue 
posting  20% -plus  annual  per-sharc-| 
earnings  gains — but  who  can? 

This  year  earnings  per  share  should! 
hit  $3.40,  a  14%  gain— not  bad  in  a\ 
slowing  economy.  Because  plowed-i 
back  earnings  have  increased  capitalj 
faster  than  loans  can  grow,  Wilming-i 
ton  Trust  has  money  to  spare  and  isj 
raising  its  dividend  payout  and  buying 
back  stock. 

And    even   with    overall 


earnings! 


"You  had  to  have  the  right 
blue  blood  to  do  business 
with  Wilmington  Trust  1 5 
years  ago,"  says  one  local 
businessman.  But  Taylor 
saw  there  was  money  to  be 
made  lending  to  ordinary 
consumers  and  smaller 
businesses.  In  1978  the 
bank  had  $385  million  in 
loans;  in  1988,  $2  billion. 


growth  slowing,  Taylor  argues  that  he 
can  keep  return  on  equity  "well  in 
excess"  of  20%,  in  part  through  faster 
growth  of  trust  and  other  noninterest 
income. 

Personal  trust  management  profits 
will  get  a  boost  from  a  change  in  state 
law.  At  Wilmington  Trust's  request, 
the  legislature  this  year  abandoned 
strict  state  controls  on  trust  fees  and 
even  allowed  Wilmington  Trust  and 
its  rivals  to  renegotiate  fixed  low  fees 
on  decades-old  trusts. 

In  expanding  the  trust  business, 
however,  Taylor  still  has  some  work 
to  do.  Although  the  bank  has  built  a 
nice  custodial  trust  business — in 
which  it  technically  owns  but  doesn't 
manage  various  corporate  assets — it 
has  so  far  been  unsuccessful  in  its  bid 
to  become  a  big  manager  of  pension 
and  other  institutional  money.  Its 
fixed-income  and  equity  investment 
funds  have  had,  overall,  mediocre  re- 
sults. "I  misjudged,  frankly,  how  diffi- 
cult entry  into,  and  establishing  a 
track  record  in,  the  investment  man- 
agement business  was  going  to  be," 
Taylor  admits.  But  he  is  certainly  en- 
titled to  a  few  mistakes,  considering 
how  far  this  bank  has  come  from  the 
day  trust  officers  were  first  permitted 
to  work  in  their  shirtsleeves.  ■ 
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Don't  call  it  a  deal 
without  a  documentary  credit. 


The  24-hour 
container  division 
at  London's 
busy  Port  of  Tilbury 


International  trade  wouldn't  be  boom- 
ing the  way  it  does  without  banks  pro- 
viding a  guarantee  that  the  flow  of  goods 
will  be  matched  by  a  flow  of  money. 

But  the  documentary  credit  is  just  one 
instrument  designed  to  pave  the  way  for 
global  communications.  Foreign  ex- 
change, of  course,  is  at  the  roots  of  all 
international  dealings,  private  as  well  as 
business.  Imaginative  banks,  especially 
those  which  set  their  sights  on  world 
markets  at  an  early  date,  keep  coming  up 


UBS.  The  bank  of  experts. 


with  new,  ever  more  flexible  ways  of 
financing  cross-frontier  trade:  swaps, 
hedges,  futures  transactions  -  to  name 
just  a  few. 

UBS  is  one  of  those  banks.  It  is  Switzer- 
land's leading  universal  bank,  and  one  of 
only  a  handful  of  AAA  banks  in  the  world. 
Don't  call  it  a  deal  without  testing  us. 


BS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago,  Los  Angeles;  Agency  in  Houston;  Representative  Office  in  San  Francisco. 
BS  in  Canada:  Toronto,  Montreal,  Calgary.  Head  Office:  Union  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH  8021  Zurich. 


In  his  parents'  garage  in  a  working-class  neighborhood 
on  the  outskirts  of  Los  Angeles,  16-year-old  Barry  J. 
Minkow  founded  a  business  he  vowed  to  make  "the 
General  Motors  of  carpet-cleaning,"  partly  by  restoring 
fire-  and  flood-ravaged  buildings.  By  the  time  he  was  21, 
in  1987,  Minkow's  zzzz  Best  company  reported  sales  of 
$50  million  and,  trading  over-the-counter,  had  a  market 
value  exceeding  $200  million. 

There  was  a  problem.  There  were  no  sales.  The  whole 
thing  was  a  giant  Ponzi  scheme.  In  mid- 1987  Minkow's 


scheme  finally  collapsed.  Barry  Minkow  was  eventually 
sentenced  to  25  years  in  prison  on  fraud  and  other 
charges.  His  fellow  schemers — including  Tom  Padgett, 
Mark  Roddy  and  the  Morze  brothers,  all  featured  be- 
low— also  received  prison  sentences. 

As  a  reporter  for  the  Los  Angeles  Times,  Daniel  Akst 
was  among  the  first  to  see  that  Barry  Minkow's  empire 
had  no  substance.  The  following  account  is  adapted 
from  his  book  Wonder  Boy,  to  be  published  in  January  by 
Charles  Scribner's  Sons. 


How  Barry  Minkow 

fooled 
the  auditors 


By  Daniel  Akst 


Iarry  Gray  may  well  be  the 
_  world's  unluckiest  accountant. 
I  Overweight  and  affable,  he  was 
the  Ernst  &  Whinney  partner  in 
charge  of  auditing  Barry  Minkow's 
zzzz  Best,  and  although  he  isn't  nec- 
essarily the  sharpest  guy  in  the  world, 
the  truth  is  that  what  happened 
wasn't  really  his  fault. 

"It  could  have  happened  to  any  of 
us,"  says  a  senior  partner  at  a  rival  Big 
Eight  firm  who  is  known  around  Los 
Angeles  as  a  very  savvy  guy.  "Any  of 
us,  "he  says  over  and  over,  shaking  his 
head  sadly  as  if  considering  a  healthy 
colleague  felled  by  lightning  on  a 
Palm  Springs  golf  course 

Gray,  who  ran  the  San  Fernando 
Valley  office  of  what  is  now  Ernst  & 
Young,  was  in  the  strange  position  of 
having  a  client  who  was  too  young  to 
buy  a  drink.  Barry  Minkow  was  a  re- 
markable combination  of  innocence 
and  sophistication,  genius  and  illiter- 
acy, youth  and  maturity.  Most  of  his 
victims  were  investors  and  lenders, 
who  lost  more  than  SI 00  million  as 
the  result  of  Barry's  handiwork  and 
the  unwitting  complicity  of  so  many 
lawyers,  accountants  and  investment 
professionals.  Theirs  is  a  cautionary 
rale  tor  all  of  us. 

In  N86  Larry  Gray  noticed  that  zzzz 


Best  had  a  $7  million  contract  to  re- 
store a  damaged  building  in  Sacra- 
mento. Sensibly  enough  for  the  inde- 
pendent auditor  of  a  company  about 
to  sell  stock  to  the  public,  Gray  de- 
manded to  see  it. 

Barry  responded  characteristically. 
He  stalled  and  he  lied,  claiming  that 
his  contracts  restricted  access  to  the 
jobs  for  liability  reasons.  But  stock- 
broker Rooncy,  Pace  was  threatening 
to  hold  up  its  planned  zzzz  Best  stock 
ottering,  and  Ernst  &  Whinney  wasn't 
going  to  certify  the  company's  finan- 
cial statements.  Reluctantly,  Barry 
agreed  to  let  them  visit  the  Sacramen- 
to job. 

Of  course  there  was  no  Sacramento 
job.  But  if  zzzz  Best  needed  one  to 
show  its  auditors,  it  would  just  have 
to  be  found.  Barry  dispatched  two  of 
his  chief  lieutenants,  Tom  Padgett 
and  Mark  Roddy,  to  scope  out  a  likely 
building.  They  made  a  good  team. 
Padgett  is  an  avowed  white  separatist, 
and  no  one  could  be  whiter  than 
Roddy,  a  6-foot- 1 -inch,  275-pound  al- 
bino with  a  conviction  on  a  cocaine 
charge.  Padgett  called  him  the  uwm — 
the  Ultimate  White  Man — to  distin- 
guish him  from  another  Minkow  aide 
named  Mark. 

Once  in  Sacramento,  Padgett  and 
Roddy  quickly  discovered  there  was 
only  one  building  big  enough  to  har- 
bor $7  million  worth  of  damage:  the 


towering  300  Capital  Mall  building. 

Padgett  and  Roddy  took  a  dee] 
breath  and  told  the  building  manager 
they  needed  to  lease  a  considerably 
amount  of  space,  "but  our  investor 
can't  come  except  on  a  weekend." 

In  fact,  Gray's  visit  was  schedulec 
for  Nov.  23,  a  Sunday,  zzzz  Best  tolc 
Gray  this  was  in  order  to  avoid  inter 
fering  with  ongoing  work,  but  actua 
ly  it  was  to  avoid  chance  encounters 
since  even  a  casual  washroom  conver 
sation  could  torpedo  their  plan.  Tc 
Padgett's  and  Roddy's  relief,  they  go 
the  keys. 

On  Nov.  17,  a  Monday,  they  went 
with  Minkow's  right-hand  man,  Mark 
Morze,  to  one  of  those  instant-office 
places,  where  they  plunked  down 
$2,000  in  cash.  Overnight  something 
called  Assured  Property  Management 
sprang  into  being,  complete  with  of- 
fice, furniture,  phones  and  copying 
privileges.  Assured  existed  only  on 
paper,  of  course,  but  it  was  supposedly 
in  the  business  of  looking  after  the 
interests  of  the  insured  party  in  vari- 
ous restoration  jobs.  It  enabled  Roddy 
plausibly  to  stand  in  for  the  building's 
owners,  managers  and  insurers,  who 
could  prove  troublesome  if  contactec 
directly  by  the  auditors. 

Roddy  and  company  put  up  a  big 
map  with  pins  in  it,  signifying  all  the 
jobs  Assured  was,  uh,  assuring,  and 
the   instant   office   suddenly   looked 
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:onvincing. 

Things  were  coming  together,  but 
>efore  Gray  and  a  Harvard- trained  se- 
;unties  lawyer  named  Mark 
vloskowitz  headed  for  Sacramento, 
hey  acceded  to  Barry's  demand  for 
.ecrecy.  Both  pledged  in  writing  not 
o  disclose  the  site  to  anyone,  even  at 
heir  own  firms:  "We  will  not  make 
iny  follow-up  telephone  calls  to  any 
:ontractors,  insurance  companies,  the 
milding  owner  or  other  individuals 
other  than  suppliers  whose  names 
'  lave  been  provided  to  this  firm  by  the 
'Zompany)  involved  in  the  restoration 
project.  ..."  In  short,  they 
jromised  not  to  make  the 
slightest  independent  ef- 
brt  to  determine  what 
t  was  going  on. 

On  Saturday,  Nov.  22, 
Vlorze  flew  up  to  check 
rhings  out.  All  seemed 
well;  Barry's  men  even 
nad  the  foresight  to  mem- 
Drize  the  route  between 
the  airport,  Assured's  of- 
fices, and  the  Capital  Mall 
building,  because  they 
knew  they'd  have  to  seem 
as  if  they'd  made  the  drive 
many  times  before. 

Barry  called  frequently. 
"This  is  the  Super  Bowl," 
ihe  told  Padgett.  "It's  like  a 
field  goal  with  no  time 
left  on  the  clock." 

"Barry,"  Padgett  said, 
"I'm  going  to  center  it, 
and  Morze  is  going  to  kick 
it." 

On  Sunday  morning  it 
was  time  to  put  their  plan 
into  action.  At  10:20  a.m. 
Roddy  approached  securi- 
ty guard  Tom  Myers  at 
the  Capital  Mall  building. 

"Listen,  would  you  like 
to  make  an  extra  $50  for 
yourself?" 

"What  do  I  have  to  do?" 

"Just  be  nice  to  some 
people    I've    got    coming 

through    here    later    on,     

guys  named  Mark  Morze,  Larry  Gray 
and  Mark  Moskowitz." 

"Well,"  said  Myers,  accepting  a  S50 
bill,  "being  nice  is  part  of  the  job." 

Roddy  explained  that  there  was  a 
"big  deal"  going  on,  and  he  wanted  his 
guests  treated  like  important  people. 
An  honest  man,  Myers  nodded  and 
then  filed  an  incident  report  with  his 
employer,  Burns  International.  He 
also  turned  in  the  S50. 

Upstairs,  Roddy  and  Padgett  posted 
zzzz  Best  signs  wherever  they  could, 
left  a  zzzz  Best  T  shirt  in  one  of  the 
empty  rooms  and  swiped  a  set  of  blue- 


prints to  carry  around  like  some  sort 
of  magic  wand.  Then  it  was  only  a 
matter  of  time.  Roddy  sat  down  in 
the  conference  room  of  his  fake  of- 
fices and  watched  a  football  game  on 
television. 

Back  in  Los  Angeles,  Gray, 
Moskowitz  and  Morze  caught  a  flight 
north.  In  Sacramento,  they  visited  the 
supposed  office  of  Assured  Property. 
Then  they  drove  over  to  the  300  Capi- 
tal Mall  building.  It  was  Sunday,  and 
the  place  was  deserted.  Moskowitz 
and  Gray  were  wearing  idiotic  little 
zzzz  Best  badges  with  their  pictures 


Gamma-t 


ZZZZ  Bests  Bany  Minkow  in  higher-flying  days 

A  remarkable  combination  of  genius  and  illiteracy 


on  them. 

"Every  time  I  talk  to  accountants 
and  lawyers,  I  get  into  trouble," 
Roddy  joked. 

"Hey,  we're  on  your  side,"  they  re- 
plied jovially.  Roddy,  free  on  bail  after 
his  drug  arrest  in  New  Mexico, 
laughed. 

In  the  lobby,  security  guard  Myers 
dutifully  exchanged  pleasantries  with 
Roddy  and  Morze,  who  seemed  com- 
pletely at  home.  Roddy  signed  in  at 
1:15  p.m.  Gray  wrote  in  a  memo  to 
the  zzzz  Best  file  the  next  day  that 
the  tour  first  went  up  to  the   17th 


floor,  which  was  occupied  by  a  law 
firm;  he  later  told  police  that  they 
also  visited  five  lower  floors  chosen 
at  random. 

"zzzz  Best's  work  is  substantially 
complete  and  has  passed  final  inspec- 
tion," he  wrote.  "Final  sign-off  is  ex- 
pected shortly,  with  final  payment 
due  to  zzzz  Best  in  early  December." 
Gray  added  that  "The  tour  was  ben- 
eficial in  gaining  insight  as  to  the 
scope  of  the  damage  that  had  occurred 
and  the  type  of  work  that  the  Compa- 
ny can  do." 

Roddy  and  Padgett  couldn't  believe 
it.  Gray  and  Moskowitz 
had  walked  through  a 
building  that  had  abso- 
lutely nothing  to  do  with 
zzzz  Best,  and  they  were 
completely  fooled.  Like 
Catherine  the  Great,  they 
had  toured  a  Potemkin 
village,  one  of  the  phony 
fronts  set  up  to  make  the 
Russian  countryside  look 
prosperous  for  the  tsarina. 
Such  successes  made  it 
possible  for  Barry  to  raise 
more  and  more  money, 
which  he  needed  to  keep 
his  Ponzi  scheme  going. 

On  Nov.  28  he  met  with 
executives  from  Union 
Bank  of  Los  Angeles.  As  in 
so  many  of  his  relation- 
ships, the  balance  of  pow- 
er in  this  one  had  subtly 
shifted;  now  the  bankers 
were  coming  to  him.  Bar- 
ry told  them  he  wanted  to 
borrow  more  cash.  They 
lent  him  another 
5300,000. 

Barry  knew  he  was 
about  to  hand  the  bankers 
an  enormous  deposit  from 
the  upcoming  stock  offer- 
ing, and  he  intended  to  get 
a  lot  out  of  them  in  ex- 
change. He  also  knew 
enough  not  to  ask  for  it  all 
at  once,  but  rather  to  pro- 
ceed in  increments.  He 
had  already  borrowed  $900,000. 

On  Dec.  4,  a  Thursday,  Barry  and 
the  bankers  met  again.  He  was  in  fine 
fettle,  and  told  them  zzzz  Best  had 
just  been  awarded  an  S8.2  million  res- 
toration job  in  San  Diego,  as  well  as 
several  other  insurance  jobs.  He  went 
on  to  say  that  publicity  surrounding 
his  stock  offering  had  brought  in 
"more  business  than  I  know  what  to 
do  with,"  and  that  he  needed  more 
money  to  capture  these  opportunities. 
He  asked  to  borrow  $1.3  million — 
plus  a  $7  million  line  of  credit. 
On  Dec.  9 — not  a  minute  too  soon 
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r  Barry's  ravenous  money-eating  en- 
rprise — the  sec  declared  the  zzzz 
■  :st  offering  effective.  Union  Bank 
on  granted  the  $1.3  million  loan. 
Finally,  on  Dec.  16,  the  glorious 
oment  had  arrived:  Barry  was  hand- 
I  a  check  for  $11,550,000,  the  net 
oceeds  from  the  stock  offering.  He 
it  the  $7  million  credit  line  from 
mon  Bank  later  the  same  day.  Thus 
:zz  Best  hauled  in  more  than  $21 
illion  in  a  single  day.  Grown-ups 
eren't  just  taking  Barry  seriously, 
ow  they  were  treating  him  with 
spect. 

On  Saturday  night,  he  celebrated. 

:zz  Best  held  a  Christmas  party  for 

;tween  500  and  1,000  guests  at  the 

ick   Bonaventure   Hotel   in   down- 

iwn  Los  Angeles.  The  event  was  a 

)mbination  revival  meeting,   sales 

lly  and  Academy  Awards  ceremony. 

s  usual,  no  expense  was  spared.  Bar- 

<  was  in  a  snow-white  tuxedo,  white 

loes  and  black  tie.  His  hair  was  cut 

'.zor  sharp,   and  there  wasn't 

fie   slightest    trace    of    nerves 

;  jout  him. 

When    the    crowd    chanted 

i  unison,  "Bar-ry  .  .  .  Bar-ry  .  .  . 

ar-ry    ..."    he    seemed    once 

*ain  at  the  center  of  some  sin- 

.ter  personality  cult,  and  his 

waited  position  before  the  ado- 

ition  of  his  minions  sent  him 

i  no  ecstasies. 

Alas,     the    accountants     re- 

lained  curious.  Ernst  &  Whin- 

ey's  Larry  Gray  was  demand- 

lg  to  see  another  big  job,  this 

.me  the  one  in  San  Diego,  and 

3  in  January  of  1987,  Padgett 

nd  Roddy  sallied  forth  once 

gain. 

"It  was  like  watching  Laurel 
lardy,"  says  one  man  who  dealt  with 
hem.  "Roddy  would  do  all  the  talk- 
ag  while  Padgett  would  walk  around 
coking  at  a  gun  catalog,  looking  at 
nachine  guns  and  bazookas.  He  had 
he  thing  highlighted  in  yellow  ink." 
The  trouble  was,  Barry  for  some 
eason  had  told  the  lawyers  and  ac- 
ountants  that  the  $8.2  million  resto- 
ation  job  in  question  was  in  National 
2ity,  just  outside  San  Diego.  When 
'adgett  and  Roddy  got  there,  there 
veren't  any  buildings  that  could  even 
emotely  pass  for  a  structure  in  the 
nidst  of  an  $8  million  face-lift. 

The  two  partners  in  crime  were  un- 
launted.  They  checked  into  the 
wank  old  Hotel  del  Coronado,  across 
he  bay  from  San  Diego,  found  them- 
elves  a  commercial  real  estate  broker 
aid  then  laid  out  $22,560  for  a  year's 
ease  on  a  small  office  and  industrial 
;pace  by  the  Miramar  Naval  Air  Sta- 
ion  near  the  city.  As  for  the  little 


discrepancy  about  where  the  job  actu- 
ally was,  they'd  just  say,  "Well  the 
supplies  are  in  National  City,  but  see, 
the/o£>,  that's  actually  in  San  Diego." 
To  fill  the  warehouse,  they  ordered  in 
$168,000  worth  of  the  cheapest  carpet 
they  could  get. 

By  now  it  was  early  February,  and 
time  was  getting  short.  This  ware- 
house was  to  be  the  local  outpost  of 
Roddy's  phony  Assured  Property 
Management.  They  put  up  a  map  and 
circled  all  the  supposed  San  Diego- 
area  jobs.  They  threw  popcorn  all  over 
the  floor,  to  make  the  place  look 
hved-in.  Then  they  went  over  to  see 
Christopher  M.  Penrose,  who  figured 
they  were  nuts  but  who  still  had  a 
building  to  lease. 

Penrose  is  a  handsome,  cheerful, 
sandy-haired  guy  who  was  in  training 
for  a  triathlon  when  Roddy  and  Pad- 
gett stumbled  into  his  life.  He  was 
working  for  Merrill  Lynch  Realty  at 
the   time,    representing   the   Federal 
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Accountant  Larry  Gray  (left)  andMinkow 
"It  could  have  happened  to  any  of  us. 


and 


Savings  &  Loan  Insurance  Corp.  in  its 
sullen  receivership  of  the  brand-new 
eight-story  structure  at  1551  Fourth 
Avenue  in  San  Diego.  For  fslic,  the 
building  was  just  another  headache  in 
the  ongoing  collapse  of  the  nation's 
savings  and  loan  industry.  For  zzzz 
Best,  it  was  a  godsend. 

But  there  was  no  time  to  waste; 
Larry  Gray  had  signed  another  confi- 
dentiality letter,  and  would  soon  be 
on  his  way.  Roddy  and  Padgett  went 
to  work,  claiming  they  were  set  to 
lease  much  of  the  Fourth  Avenue 
building. 

"Our  investors  are  coming  in  this 
weekend,"  they  said,  remembering 
their  lines  from  Sacramento.  All  they 
needed  was  the  keys,  so  they  could 
show  their  backers  around.  As  expect- 
ed, they  got  them. 

Events  moved  fast.  On  Friday,  Feb. 
6,  Gray  and  his  family  arrived  in  San 
Diego,  combining  his  visit  to  the  job 
with  a  family  outing.  Early  the  next 


morning,  the  zzzz  Best  gang  went 
into  the  building  and  put  up  zzzz  Best 
signs  and  phony  contractors'  permits, 
just  as  they  had  in  Sacramento.  They 
took  down  any  "For  Rent"  signs. 

"Poor  Larry  Gray,"  one  of  the  con- 
spirators said  later.  "They'll  ask  him, 
'How  do  you  know  this  is  a  court- 
room, Larry?  How  do  you  know  you 
were  working  for  an  accounting  firm? 
How  do  you  know  you're  you?'  " 

Soon  Mark  Morze  collected  Gray 
and  drove  him  over  to  the  Assured 
office,  where  a  zzzz  Best  truck  had 
been  carefully  parked  out  front.  Gray 
sees  rolls  and  rolls  of  carpet  and  pad- 
ding; Morze  explains  that  the  broad- 
loom  is  intended  for  a  building  dam- 
aged by  both  fire  and  water,  which 
they  will  visit  next.  Gray  takes  notes 
so  he  won't  forget  anything.  Then  he 
and  Morze  drive  over  to  Fourth  Ave- 
nue, where  they  are  greeted  by  Roddy. 
"How're  you  doing,  Larry?"  Roddy 
asks  jovially.  "Gee,  looks  like  you're 
following  me  all  over  the  state." 
At  that  very  moment,  Roddy 
must  have  experienced  the 
scrotum-tightening  sensation 
which  James  Joyce  associated 
with  the  sea,  because  suddenly 
some  real  contractors  drove  up 
to  the  building,  threatening  to 
ruin  everything  by  their  mere 
unthinking  presence. 

Now,  Mark  Roddy  is  not  per- 
fect. He  has  a  criminal  record, 
he  eats  too  much  and  he  can 
have  a  nasty  temper.  But  at  that 
particular  moment  he  was  im- 
peccable. He  immediately  ran 
over  and  told  the  contractors 
that  he  and  his  party  were  buy- 

ing  the  place.  He  even  found  out 

what  floors  they  were  working  on  and 
made  sure  to  avoid  them.  Then  every- 
body went  inside. 

To  Gray's  uncritical  eye,  the  work 
looked  satisfactory,  and  no  wonder. 
zzzz  Best  hadn't  done  a  thing  to  it. 
Apparently  Gray  saw  some  finished 
space — he  was  told  this  was  done  for 
prized  tenants  who  got  first  priority — 
and  lots  of  unfinished  space,  which 
zzzz  Best  was  supposedly  still  work- 
ing on.  He  also  saw  various  zzzz  Best 
signs  and  permits  on  the  walls. 

"It  was  a  very  clean  job  site,"  he 
wrote  for  the  files. 

But  Gray  was  nothing  if  not  tena- 
cious. When  zzzz  Best  later  claimed 
to  have  finished  the  San  Diego  job,  he 
demanded  to  see  it  again. 

This  was  a  crisis.  It  was  one  thing  to 
walk  some  people  through  a  little 
empty  office  space,  but  now  Barry  and 
his  friends  would  somehow  have  to 
get  control  of  the  same  building  and 
finish  its  interior  in  time  to  show  the 
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place.  It  would  cost  a  fortune,  but  it 
had  to  be  done. 

So  after  declining  to  lease  the  build- 
ing the  first  time  around,  Roddy  was 
sent  to  try  to  make  a  deal  weeks  later. 

"Don't  get  too  attached  to  that 
beach  house,"  he  told  Padgett  on  the 
phone. 

"What  do  you  mean?" 

"We're  having  trouble  down  here. 
That  building  is  in  receivership.  They 
just  won't  lease  it  to  us." 

Actually,  the  main  problem  was 
that  the  building's  prospective  owner, 
Broe  Co.  of  Denver,  found  the  whole 
thing  so  suspicious  it  wanted  no  part 
of  it. 

The  more  Roddy  pleaded,  the  more 
adamantly  Broe  turned  him 
down.  The  stakes  were  higher 
now,  too.  By  the  spring  of  1987, 
zzzz  Best  had  climbed  to  more 
than  $18  per  share.  Drexel  Burn- 
ham  Lambert  was  planning  to 
raise  $40  million  for  it  to  buy 
the  company  that  had  the  covet- 
ed nationwide  concession  to 
clean  carpets  under  the  Sears 
banner.  (The  deal  later  fell 
through.)  With  Gray's  new  de- 
mand, it  seemed,  the  jig  was  at 
last  up.  Everyone  was  frantic. 
The  world  was  about  to  end. 

Brian  Morze  saved  the  day. 
Brian  is  Mark's  older  brother. 
Both  brothers  are  physically 
powerful,  but  where  Mark  is 
huge  above  the  waist,  Brian  is 
gigantic  at  it.  He  is  fat,  bald  and 
diabetic,  with  a  scraggly  red 
beard  and  piercing  eyes  set  half- 
way back  into  his  head.  He  is 
also  something  of  an  intellectu- 
al, the  only  person  involved 
with  zzzz  Best  who  can  use  the 
word  "cognitive"  in  a  sentence. 
He  can  tell  you  what  Jainism  is, 
too,  and  about  the  weak  force  in 
physics.  He  never  finished  high 
school,  but  can  speak  subtly  of 
Schopenhauer,  Nietzsche  and  Goe- 
the, as  well  as  Melville,  Einstein  and 
God.  "Tba-tt  is  writing,"  he  will  say  of 
a  favorite  author,  giving  "that"  two 
syllables,  the  last  a  delicate  explosion 
of  tongue  and  palate  that  gives  him 
the  air  of  a  grizzly  bear  eating  with  his 
pinky  raised. 

Brian  arrived  from  Pittsburgh  in 
time  to  help  his  brother  solve  the  San 
Diego  crisis.  Barry  and  his  cohorts 
were  bickering  over  how  to  proceed. 
Roddy  had  already  offered  to  rent  the 
entire  building  either  for  one  year  or 
just  several  months,  meeting  the  ask- 
ing price  and  doing  all  interior  con- 
struction at  or  above  the  local  build- 
ing code.  His  pleas  were  unavailing. 

But  Barry  would  not  hear  of  failure. 


Finally  Brian  Morze  flew  to  Denver 
and  basically  told  the  Broe  people, 
"Okay,  guys,  you  win.  The  truth  is, 
Padgett  and  Roddy  work  for  zzzz 
Best,  and  zzzz  Best  is  the  party  that 
really  wants  the  building.  We  wanted 
to  keep  the  whole  thing  secret  be- 
cause of  some  unusual  activity  in  our 
stock  lately."  And  so  on. 

Barry  confirmed  all  this,  and  a  lease 
was  negotiated,  zzzz  Best  had  to  take 
the  place  for  seven  years,  put  down 
$500,000  as  a  security  deposit  and  pay 
a  month's  rent  in  advance.  It  hurt,  but 
Larry  Gray,  in  his  plodding  but  insis- 
tent way,  had  made  it  unavoidable. 

Now  that  they  had  the  building, 
Barry's  men  faced  another  hurdle:  get- 
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Top,  Mark  Morze  and  friend  Candi  Apple,  with 
Minkow,  below,  Minkaw  lieutenant  Thomas  Padgett 

"This  is  the  Super  Bowl."  Minkow  told  Padgett 


ting  the  interior  finished  in  time  for 
Gray's  May  1 1  visit,  zzzz  Best  took 
possession  around  May  1,  so  it  had 
just  ten  days  to  wire,  drywall,  paint, 
carpet  and  otherwise  complete  six 
floors  of  office  space  (two  were  al- 
ready done). 

Because  zzzz  Best  was  incapable  of 
changing  a  light  bulb  on  its  own, 
much  less  renovating  an  entire  build- 
ing overnight,  it  had  already  promised 
a  building  contractor  unlimited  ac- 
cess to  a  bank  account  across  the 
street  from  the  work  site. 

Time  was  of  the  essence.  Roddy, 
Padgett  and  Brian  Morze  set  up  a 
command  post  at  what  was  then  the 
Inter-Contincntal  Hotel,  looking  out 
across  the   water,   and   immediately     again. 


sent  out  for  some  gorgeous  $200-2 
hour  call  girls.  "Look,  I'm  under 
lot    of   tension,"    Padgett    told    ond 
"Let's  start  with  the  massage  and  g| 
from  there." 

Working  round  the  clock,  the  cor 
struction  crews  attacked  the  unfir 
ished  building  with  a  passion.  Ever 
body  was  worried — Barry  had  ahead! 
been  hospitalized  twice  for  ulcers  anl 
exhaustion — but  also  excited;  the 
couldn't  believe  things  had  come  thi 
far.  At  one  point  Barry  himself  cam 
down  to  see  how  the  work  was  going 
touring  the  facility  like  Churchill  vis 
iting  his  men  at  the  front. 

The  place  was  a  madhouse,  bu 
there  were  signs  of  progress.  Think 
ing  ahead,  Roddy  handed  ou 
some  zzzz  Best  T  shirts  an< 
got  the  workers  to  pose  mo 
mentarily  for  pictures. 

On  the  afternoon  of  May  10 
less  than  24  hours  before  Larr} 
Gray  was  scheduled  to  visit 
the  job  was  basically  done.  I 
had  cost  $1  million,  but  Ban-} 
always  understood  that  yoi 
have  to  spend  money  to  stea 
money,  "zzzz  Best  magic,' 
Padgett  called  it,  touring  the 
building  in  awe.  "This  is 
miracle." 

The  following  morning,  at  the 
appointed  hour,  the  Morze 
brothers  walked  Larry  Gray 
through  the  building. 

"fob  looks  very  good,"  Gray 
wrote  later  in  a  memo  to  the 
file,  not  noticing  that  some 
ceilings  apparently  were 
dropped  so  low  that  the  closet 
doors  wouldn't  open.  "Per 
Morse  [sic]  they  expect  full  ac- 
ceptance on  the  job  later  this 
week." 

That  same  day,  Gray  was 
flown  out  to  a  warehouse  in 
Dallas,  where  he  looked  at  a 

bunch    of    carpet — the    same 

stuff  he'd  seen  in  San  Diego  months 
before.  While  he  was  there,  Mark 
Morze  staged  a  phone  call  that  sup- 
posedly brought  news  of  $10.1  mil- 
lion in  new  jobs  for  zzzz  Best. 

As  for  the  actual  work  in  Dallas, 
Gray  wrote,  "I  was  informed  that  the 
contracts  are  in  hard-hat  stage  and 
outside  spectators  were  not 
allowed."  Morze  was  taking  a  huge 
chance  with  this,  because  no  other 
arrangement  had  been  made  in  Dal- 
las. But  time  was  short  anyway,  and 
Gray,  who  was  accustomed  to  things 
being  in  order  at  zzzz  Best,  said  this 
was  fine. 

Everybody  flew  back  to  Los  Ange- 
les. Barry  and  his  friends  had  done  it 
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Another  thing 
perfectly  clear. 

The  wonders  of  Sprint  go 
beyond  clear  phone  calls. 
Our  100%  digital  fiber  optic 
network  is  also  the  leading 
provider  of  advanced  fax 
transmission  technology. 
A  system  capable  of  sending 
the  world's  sharpest  faxes 
in  only  six  seconds. 


VIDEOCONFERENCING 


Joing  to  great 
engthssoyou 
von'thaveto. 

|  uong  distance  never 
looked  this  good.Thanks 
;o  Sprint's  exclusive 
iber  optic  network, 
business  people  can  now 
sconomically  meet  face- 
to-face  without  delay, 
distortion  or  the  time 
and  expense  of  travel. 
It  is  called  The  Meeting 
Channel5"  videocon- 
ferencing. The  largest, 
most  advanced  network 
of  its  type  in  the  world. 


DATA 

A  to  Z  in  two 
seconds. 

Information 
instantly.  That's 
the  premise  behind 
Sprint's  fiber  optic 
data  transmission. 
In  the  time  it  takes 
to  open  a  book, 
Sprint's  everyday 
network  can  trans- 
mit the  entire 
contents  of  the 
Encyclopedia 
Britannica.With 
99.9%  reliability. 
And  thanks  to  our 
56  kbps  technology, 
it  can  all  be  done 
with  the  ease  and 
cost  of  a  phone  call. 


Jh> 


INTERNATIONAL 
SERVICE 

Above  and  beyond. 


Today  the 
business  arena 
crosses  more  and  more  national 
boundaries.  And  fortunately,  so  does 
Sprint.  Our  growing  network  is  now 
offering  fiber  optic  voice  transmis- 
sion to  major  commerce  centers 
around  the  world.  Not  to  mention  fax 
and  data  capabilities  as  well  as 
electronic  mail  and  videoconfer- 
encing. All  of  which  are  particularly 
important  in  today's  ever  changing 
"global  village."  After  all,  the  world 
isn't  just  getting  smaller. 
It's  getting  smarter. 
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Television  may  be  America's  favorite  entertain- 
ment, but  if  you  want  to  get  superrich,  cut 
yourself  a  hit  record  album.  TV  and  movies  are 
glamorous,  but  platters  are  green. 


By  Peter  Newcomb 


The  Forbes  Top  40  haven't  beat- 
en the  Dow  Jones  industrial 
average  so  far  this  year  but  have 
certainly  done  well  for  them- 
selves, with  combined  gross 
earnings  of  $872  million  in  1989,  up  14% 
from  1988.  The  recording  performers  con- 
tinued to  dominate  the  Top  40,  making  up 
nearly  half  the  list.  On  top  of  it  all  for  the 
second  year  running  is  pop  phenom  Mi- 
chael Jackson.  Jackson's  business  is  stag- 
gering, even  in  "off"  years  like  1989.  Last 
year  we  estimated  that  his  tour  would 
gross  $75  million.  Were  we  ever  low.  Jack- 
son's Bad  tour  went  on  to  gross  over  $125 
million,  playing  before  4  million  people. 

Other  recording  performers  include  Top 
40  newcomers  the  Rolling  Stones.  After 
landing  a  superfat  guarantee  of  $70  mil- 
lion, the  Stones  rock-'n'-rolled  their  way 


into  the  top  10,  with  an  estimated  two- 
year  gross  of  $55  million  (see  story,  p.  154). 

Other  vintage  acts  proved  what's  old  is 
golden.  Up  12  places  from  last  year  are  the 
psychedelic  rockers  Pink  Floyd,  who  took 
in  an  estimated  $135  million  from  their 
tour  of  North  America  and  Europe.  The 
British  rock  group  The  Who,  who  weren't 
shy  in  saying  they  needed  the  money, 
should  have  left  the  U.S.  at  least  $30  mil- 
lion richer  after  their  reunion  tour.  And 
after  a  bout  with  drugs,  the  newly  rehabili- 
tated hard  rockers  Aerosmith  debut  on  the 
list  this  year.  Their  multiplatinum  album 
Permanent  Vacation  and  $20-million-plus 
tour  helped  secure  the  35th  place  on  this 
year's  roster. 

While  vintage  acts  capitalized  on  re- 
union hype,  younger  hard  rockers  were 
not  lacking.  New  to  the  list  this  year  is  the 
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place.  It  would  cost  a  fortune,  but  it 
had  to  be  done. 

So  after  declining  to  lease  the  build- 
ing the  first  time  around,  Roddy  was 
sent  to  try  to  make  a  deal  weeks  later. 

"Don't  get  too  attached  to  that 
beach  house,"  he  told  Padgett  on  the 
phone. 

"What  do  you  mean?" 

"We're  having  trouble  down  here. 
That  building  is  in  receivership.  They 
just  won't  lease  it  to  us." 

Actually,  the  main  problem  was 
that  the  building's  prospective  owner, 
Broe  Co.  of  Denver,  found  the  whole 
thing  so  suspicious  it  wanted  no  part 
of  it. 

The  more  Roddy  pleaded,  the  more 
adamantly  Broe  turned  him 
down.  The  stakes  were  higher 
now,  too.  By  the  spring  of  1987, 
zzzz  Best  had  climbed  to  more 
than  $18  per  share.  Drexel  Burn- 
ham  Lambert  was  planning  to 
raise  $40  million  for  it  to  buy 
the  company  that  had  the  covet- 
ed nationwide  concession  to 
clean  carpets  under  the  Sears 
banner.  (The  deal  later  fell 
through.)  With  Gray's  new  de- 
mand, it  seemed,  the  jig  was  at 
last  up.  Everyone  was  frantic. 
The  world  was  about  to  end. 

Brian  Morze  saved  the  day. 
Brian  is  Mark's  older  brother. 
Both  brothers  are  physically 
powerful,  but  where  Mark  is 
huge  above  the  waist,  Brian  is 
gigantic  at  it.  He  is  fat,  bald  and 
diabetic,  with  a  scraggly  red 
beard  and  piercing  eyes  set  half- 
way back  into  his  head.  He  is 
also  something  of  an  intellectu- 
al, the  only  person  involved 
with  zzzz  Best  who  can  use  the 
word  "cognitive"  in  a  sentence. 
He  can  tell  you  what  Jainism  is, 
too,  and  about  the  weak  force  in 
physics.  He  never  finished  high 
school,  but  can  speak  subtly  of 
Schopenhauer,  Nietzsche  and  Goe- 
the, as  well  as  Melville,  Einstein  and 
God.  "Tlxi-tt  is  writing,"  he  will  say  of 
a  favorite  author,  giving  "that"  two 
syllables,  the  last  a  delicate  explosion 
of  tongue  and  palate  that  gives  him 
the  air  of  a  grizzly  bear  eating  with  his 
pinky  raised. 

Brian  arrived  from  Pittsburgh  in 
time  to  help  his  brother  solve  the  San 
Diego  crisis.  Barry  and  his  cohorts 
were  bickering  over  how  to  proceed. 
Roddy  had  already  offered  to  rent  the 
entire  building  either  for  one  year  or 
just  several  months,  meeting  the  ask- 
ing price  and  doing  all  interior  con- 
struction at  or  above  the  local  build- 
ing code.  His  pleas  were  unavailing. 

But  Barry  would  not  hear  of  failure. 
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Finally  Brian  Morze  flew  to  Denver 
and  basically  told  the  Broe  people, 
"Okay,  guys,  you  win.  The  truth  is, 
Padgett  and  Roddy  work  for  zzzz 
Best,  and  zzzz  Best  is  the  party  that 
really  wants  the  building.  We  wanted 
to  keep  the  whole  thing  secret  be- 
cause of  some  unusual  activity  in  our 
stock  lately."  And  so  on. 

Barry  confirmed  all  this,  and  a  lease 
was  negotiated,  zzzz  Best  had  to  take 
the  place  for  seven  years,  put  down 
$500,000  as  a  security  deposit  and  pay 
a  month's  rent  in  advance.  It  hurt,  but 
Larry  Gray,  in  his  plodding  but  insis- 
tent way,  had  made  it  unavoidable. 

Now  that  they  had  the  building, 
Barry's  men  faced  another  hurdle:  get- 
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Top,  Mark  Morze  and  friend  Candi  Apple,  with 
Minkow,  below,  Minkow  lieutenant  Thomas  Padgett 
"This  is  the  Super  Bowl,"  Minkow  told  Padgett 


ting  the  interior  finished  in  time  for 
Gray's  May  1 1  visit,  zzzz  Best  took 
possession  around  May  1,  so  it  had 
just  ten  days  to  wire,  drywall,  paint, 
carpet  and  otherwise  complete  six 
floors  of  office  space  (two  were  al- 
ready done). 

Because  zzzz  Best  was  incapable  of 
changing  a  light  bulb  on  its  own, 
much  less  renovating  an  entire  build- 
ing overnight,  it  had  already  promised 
a  building  contractor  unlimited  ac- 
cess to  a  bank  account  across  the 
street  from  the  work  site. 

Time  was  of  the  essence.  Roddy, 
Padgett  and  Brian  Morze  set  up  a 
command  post  at  what  was  then  the 
Inter-Continental  Hotel,  looking  out 
across  the  water,   and   immediately 


sent  out  for  some  gorgeous  $200-an 
hour  call  girls.  "Look,  I'm  under  ; 
lot  of  tension,"  Padgett  told  one 
"Let's  start  with  the  massage  and  gc 
from  there." 

Working  round  the  clock,  the  con- 
struction crews  attacked  the  unfin- 
ished building  with  a  passion.  Every- 
body was  worried — Barry  had  already 
been  hospitalized  twice  for  ulcers  and 
exhaustion — but  also  excited;  they 
couldn't  believe  things  had  come  this 
far.  At  one  point  Barry  himself  came 
down  to  see  how  the  work  was  going, 
touring  the  facility  like  Churchill  vis- 
iting his  men  at  the  front. 

The  place  was  a  madhouse,  but 
there  were  signs  of  progress.  Think- 
ing ahead,  Roddy  handed  out 
some  zzzz  Best  T  shirts  and 
got  the  workers  to  pose  mo- 
mentarily for  pictures. 

On  the  afternoon  of  May  10, 
less  than  24  hours  before  Larry 
Gray  was  scheduled  to  visit 
the  job  was  basically  done.  It 
had  cost  $1  million,  but  Barry 
always  understood  that  you 
have  to  spend  money  to  steal 
money,  "zzzz  Best  magic," 
Padgett  called  it,  touring  the 
building  in  awe.  "This  is  a 
miracle." 

The  following  morning,  at  the 
appointed  hour,  the  Morze 
brothers  walked  Larry  Gray 
through  the  building. 

"Job  looks  very  good,"  Gray 
wrote  later  in  a  memo  to  the 
file,  not  noticing  that  some 
ceilings  apparently  were 
dropped  so  low  that  the  closet 
doors  wouldn't  open.  "Per 
Morse  [sic]  they  expect  full  ac- 
ceptance on  the  job  later  this 
week." 

That  same  day,  Gray  was 
flown  out  to  a  warehouse  in 
Dallas,  where  he  looked  at  a 

bunch     of     carpet — the     same 

stuff  he'd  seen  in  San  Diego  months 
before.  While  he  was  there,  Mark 
Morze  staged  a  phone  call  that  sup- 
posedly brought  news  of  $10.1  mil- 
lion in  new  jobs  for  zzzz  Best. 

As  for  the  actual  work  in  Dallas, 
Gray  wrote,  "I  was  informed  that  the 
contracts  are  in  hard-hat  stage  and 
outside  spectators  were  not 
allowed."  Morze  was  taking  a  huge 
chance  with  this,  because  no  other 
arrangement  had  been  made  in  Dal- 
las. But  time  was  short  anyway,  and 
Gray,  who  was  accustomed  to  things 
being  in  order  at  zzzz  Best,  said  this 
was  fine. 

Everybody  flew  back  to  Los  Ange- 
les. Barry  and  his  friends  had  done  it 
again.  ■ 
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There  was  a  time  when  people  were  content  to  stay  within  the 
boundaries  of  conventional  "wisdom!'  The  prevailing  perception  was 
that  the  existing  standard  of  technology  should  not  and  would  not,  be 
challenged.  Such  was  the  state  of  telecornniimications. 

We  at  US  Sprint®  have  a  different  vision.  Perhaps  that  is  why 
we  were  the  first  to  chart  the  way  to  a  new  world  of  technology:  the  only 
100%  nationwide  digital  fiber  optic  network.  It  represents,  quite  simply, 
the  best  known  replication  of  signals  for  voice  and  data  communications. 

But  just  as  importantly,  our  network  cdso  possesses  seemingly 
unlimited  potential  to  adapt  to  all  future  advances  in  telecommunica- 
tions. You  see,  at  US  Sprint  our  eyes  tend  to  Wcinder  out  toward  the  next 
horizon.  But  then  that's  how  we  got  to  where  we  are  today. 

Not  just  a  world  apart ...  but  a  world  ahead. 
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Television  may  be  America's  favorite  entertain- 
ment, but  if  you  want  to  get  superrich,  cut 
yourself  a  hit  record  album.  TV  and  movies  are 
glamorous,  but  platters  are  green. 


By  Peter  Newcomb 


The  Forbes  Top  40  haven't  beat- 
en the  Dow  Jones  industrial 
average  so  far  this  year  but  have 
certainly  done  well  for  them- 
selves, with  combined  gross 
earnings  of  $872  million  in  1989,  up  14% 
from  1988.  The  recording  performers  con- 
tinued to  dominate  the  Top  40,  making  up 
nearly  half  the  list.  On  top  of  it  all  for  the 
second  year  running  is  pop  phenom  Mi- 
chael Jackson.  Jackson's  business  is  stag- 
gering, even  in  "off"  years  like  1989.  Last 
year  we  estimated  that  his  tour  would 
gross  $75  million.  Were  we  ever  low.  Jack- 
son's Bad  tour  went  on  to  gross  over  $125 
million,  playing  before  4  million  people. 

Other  recording  performers  include  Top 
40  newcomers  the  Rolling  Stones.  After 
landing  a  superfat  guarantee  of  $70  mil- 
lion, the  Stones  rock-'n'-rolled  their  way 


into  the  top  10,  with  an  estimated  two- 
year  gross  of  $55  million  (see  stor\>,  p.  154). 

Other  vintage  acts  proved  what's  old  is 
golden.  Up  12  places  from  last  year  are  the 
psychedelic  rockers  Pink  Floyd,  who  took 
in  an  estimated  $135  million  from  their 
tour  of  North  America  and  Europe.  The 
British  rock  group  The  Who,  who  weren't 
shy  in  saying  they  needed  the  money, 
should  have  left  the  U.S.  at  least  $30  mil- 
lion richer  after  their  reunion  tour.  And 
after  a  bout  with  drugs,  the  newly  rehabili- 
tated hard  rockers  Aerosmith  debut  on  the 
list  this  year.  Their  multiplatinum  album 
Permanent  Vacation  and  $20-million-plus 
tour  helped  secure  the  35th  place  on  this 
year's  roster. 

While  vintage  acts  capitalized  on  re- 
union hype,  younger  hard  rockers  were 
not  lacking.  New  to  the  list  this  year  is  the 


FORBES,  OCTOBER  2,  1989 


139 


How  we  get  our  estimates 


In  assessing  an  entertainer's  earning  power,  Forbes 
looks  at  the  stars  much  as  we  would  a  company.  The 
key  question  isn't:  How  much  money  was  taken  in? 
The  key  question  is:  How  much  pretax  profit  did  he 
or  she  make?  For  instance,  when  Guns  N'  Roses  goes 
on  tour,  Forbes  adds  up  ticket  sales,  merchandising, 
domestic  and  foreign  television  rights,  endorse- 
ments and  sponsorships,  not  to  mention  record  and 
film  royalties.  From  this  gets  deducted  immediate 


costs:  travel,  the  venue's  and  promoter's  take, 
agent's  and  manager's  fixed  percentages,  multi- 
million-dollar staging  and  lighting  as  well  as  salaries 
paid  to  the  scores  of  people  they  take  on  the  road — 
technicians,  stagehands,  etc.  Whether  these  groups 
elect  to  spill  magnums  of  1966  Chateau  Margaux  or 
trash  $500-plus-per-night  suites  at  the  Four  Seasons, 
Forbes  does  not  speculate.  We're  not  on  the  road 
with  them. 


hard-rocking  Los  Angeles  band  Guns 
N'  Roses.  That  band's  first  two  al- 
bums already  are  nearing  the  15  mil- 
lion sales  mark  (see  stay,  p.  152).  An- 
other group  from  the  same  genre  is 
Def  Leppard.  Their  $26  million  tour 
combined  with  their  two  multi- 
million  selling  albums  Hysteria  and 
Pyromania  catapult  the  heavy  metal- 
ists  to  the  23rd  position.  Interesting- 
ly, though  our  list  loses  6  music-relat- 
ed acts,  6  more  have  come  aboard, 
keeping  the  number  of  such  enter- 
tainers at  19. 

The  silver  screen  contributes  1 1 
names,  just  over  one-quarter  of  the 
list.  On  top  of  that  heap  is  Steven 
Spielberg.  The  bearded  producer-di- 
rector had  a  big  boost  in  earnings  over 
last  year,  thanks  mostly  to  the  release 
of  the  £7!  videocassette.  The  alltime 
theatrical  box-office  champ,  E  7  is 
selling  equally  well  on  videotape  and 
should  move  over  15  million  copies 


by  year-end,  enriching  the  already  su- 
pernch  Spielberg  by  another  $70  mil- 
lion or  so. 

Also  in  the  top  10  is  ear-to-ear  grin- 
ning Eddie  Murphy.  Murphy's  distrib- 
utor, Paramount  Pictures,  loves  to 
talk  about  its  tent  pole  theory.  Sim- 
ply, your  tent  is  held  up  by  certain 
massive  poles.  For  Paramount  these 
poles  include  having  Eddie  Murphy 
under  contract,  and  having  sequel 
rights  to  such  hits  as  Beverly  Hills  Cop  I 
and  //,  Murphy  vehicles  that  have 
done  nearly  $600  million.  Says  enter- 
tainment lawyer  Peter  Dekom, 
"There  isn't  an  air  conditioner  in  the 
world  big  enough  to  cool  him  off." 

Cinema  stars  Mel  Gibson  and  Bill 
Murray  join  the  ranks  this  year.  Gib- 
son's price  tag  leaped  considerably  af- 
ter his  movie  lethal  Weapon  Gibson  is 
now  asking  an  astounding  $10  mil- 
lion for  future  pictures.  Ghostbusting 
Bill  Murray  debuts  in  the  25th  spot 


this  year.  His  Christmas  tale  Scrooged 
fared  poorly  at  the  box  office,  but 
Murray  still  collected  all  of  the  esti- 
mated $8  million  he  was  guaranteed. 

Hollywood's  favorite  Lakers  fan, 
Jack  Nicholson,  was  one  of  the  biggest 
gainers  from  last  year's  list,  more  than 
tripling  his  earnings  last  year.  De- 
pending on  how  well  Batman  does 
theatrically  overseas,  and  how  well 
Batman  merchandising  sells,  Nichol- 
son could  see  the  $26  million  pay- 
check we've  estimated  easily  inflate. 
In  the  meantime,  Jack's  wrapping  up 
The  Two  Jakes,  the  Chinatown  sequel,  a 
movie  for  which  he's  both  star  and 
director. 

Television?  Though  it  is  replete 
with  multimillion-dollar  earners,  few 
tv  personalities  reach  the  golden  cir- 
cle. Only  three  of  this  year's  members 
are  primarily  in  television.  Perennial 
late-night  host  Johnny  Carson  retains 
his  ranking  at  the  12th  spot,  and  new- 


Rank 
1989    1988 

Star/  age/occupation 

— Gross 
1989 

income — 
1988 
-  (Smillion)- 

Two-year 
total 

1 

1 

Michael  fackson  31 

pop  ginger 

$65 

$60 

$125 

2 

3 

Steven  Spielberg  41 
movie  producer,  director 

64 

41 

105 

3 

2 

William  H  Cosby  Jr/52 

median,  author 

60 

35 

95 

4 

B 

Mike  Tyson  23 

26 

45 

71 

5 

6 

Charles  M  Schulz  66 
cartoonist  {Peanuts) 

2K 

32 

60 

6 

5 

Eddie  Murphy/28 
median,  actor 

22 

35 

57 

7 

19 

Pink  Floyd 

rock  xroup  {3  members) 

25 

31 

56 

8 

— 

The  Rolling  Stones 

.  troop  (5  members) 

44 

11 

55 

9 

14 

Oprah  Winfrey/35 

TV  host,  produce! 

30 

25 

55 

10 

13 

George  Michael/26 
linger 

11 

36 

47 

Rank 
1989    1988 

Star/age/occupat/on 

—Gross 
1989 

income — 
1988 
-    (Smillion) 

Two-year 
total 

11 

20 

lulio  Iglesias/45 

pop  singer 

$22 

$24 

$46 

12 

12 

lohnnv  Carson/63 
TV  host,  producer 

25 

20 

45 

13 

34 

lack  Nicholson/52 

movie  actor 

34 

10 

44 

14 

4 

Sylvester  Stallone  '43 
actor,  writer 

38 

6 

44 

15 

9 

Madonna  (Louise  Ciccone)/3 1    23 
pop  singer 

20 

43 

16 

21 

Sugar  Ray  Leonard  33 
boxer 

28 

14 

42 

17 

10 

Arnold  Schwarzenegger/42 
movie  actor 

35 

6 

41 

18 

7 

Bruce  Springsteen/39 

rock  singer 

6 

34 

40 

19 

16 

Bon  (ovi 

rock  group  (5  members) 

25 

15 

40 

20 

29 

Prince  (Rogers  Nelson)/3 1 

pop  singer 

20 

16 

36 
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Catch  a  falling  star 


Fl  ilm  and  vinyl  continue  to  be  profitable  medi- 
ums, but  their  mercurialness  makes  entertainers' 
fortunes  fall  as  fast  as  they  fly.  Witness  recording 
artists  Whitney  Houston,  Sting  and  Tina  Turner. 
Houston  splashed  onto  the  list  two  years  ago  with  a 
two-year  take  of  $44  million.  The  young  diva's  first 
two  records  sold  some  30  million  copies  combined. 
Since  then,  Houston  has  all  but  fallen  into  obscurity, 
though  her  next  album  could  bring  the  songstress 
back  to  pop's  forefront.  Then  there's  ex-Police  man 
Sting.  The  British  crooner  seems  more  interested  in 
saving  rain  forests  these  days  than  in  making  money. 
He  drops  from  the  list  after  holding  the  28th  spot  last 


year.  After  a  hit  comeback  record  and  follow-up 
world  tour,  Tina  Turner  danced  her  way  to  a  two- 
year  S25  million  haul.  The  long-legged,  leather- 
miniskirted  49-year-old  falls  off  the  list  after  grab- 
bing the  24th  spot  last  year. 

Celluloid  stars  Paul  Hogan  and  Bruce  Willis  bow 
off  the  list.  Hogan  reaped  nearly  $40  million  from 
two  Crocodile  Dundee  movies,  but  the  blond  Aussie 
has  decided  to  give  his  acting  career  a  rest,  at  least  for 
the  moment.  And  after  shocking  many  in  Tinsel- 
town by  bagging  $5  million  for  his  role  in  Die  Hard, 
Willis  opted  to  pursue  a  less  than  glorious  career  in 
recording.  Exit  stage  left,  fellas. 


ly  sleek  Oprah  Winfrey  talked  her 
way  into  the  top  10,  with  a  two-year 
take  of  $55  million.  But  nobody 
comes  close  to  America's  best-sweat- 
ered  tv  personality,  Bill  Cosby.  The 
Cosby  Show  went  into  syndication  last 
year  to  the  tune  of  $500  million. 
When  Cosby  reruns  started  airing  last 


October,  the  cigar-smoking  Cosby 
started  receiving  an  estimated  one- 
third  of  the  syndication  proceeds,  or 
about  $4  million  per  month. 

Following  are  short  vignettes  describ- 
ing how  this  year's  Top  40  made  their 
money.  These  were  written  by  Greg 


Burks,  Stuart  Flack,  Ian  Hersey,  Steve 
Kichen,  Evan  McGlinn,  Peter  New- 
comb,  Christopher  Palmeri,  Claire 
Poole,  Joe  Queenan,  Eric  Schmuckler, 
Peter  Slatin  and  Jason  Zweig.  Re- 
search was  compiled  by  Cynthia 
Crystal,-  the  chart  on  pages  154-55  by 
Thomas  Jaffe  and  Peter  Newcomb. 


Rank 
1989   1988 

Star/age/occupation 

— Gross 
1989 

income — 
1988 
-  (Smillionl- 

Two-year 
total 

21 

11 

U2 

rock  group  (4  members) 

S20 

$13 

$33 

22 

— 

The  Who 

rock  group  (3  members) 

30 

2 

32 

23 

— 

Def  Leppard 

rock  group  (5  members) 

5 

25 

30 

24 

26 

Van  Halen 

rock  group  (4  members) 

5 

22 

27 

25 

— 

Bill  Murray/38 
movie  actor 

17 

9 

26 

26 

— 

Siegfried  &  Roy 
illusionists 

18 

8 

26 

27 

27 

Andrew  Lloyd  Webber/41 
composer 

12 

14 

26 

28 

40 

Frank  Sinatra/73 

singer,  actor 

14 

12 

26 

29 

32 

Grateful  Dead 

rock  group  (6  members) 

13 

12 

25 

30 

15 

Jim  Davis/44 

cartoonist  (Garfield) 

11 

14 

25 

Rank 
1989   1988 

Star/age/occupation 

— Gross 
1989 

income — 
1988 
-  (Smillion)- 

Two-year 
total 

31 

— 

Guns  N'  Roses 
rock  group  (5  members) 

$13 

$11 

$24 

32 

22 

Kenny  Rogers/50 

country  singer 

13 

10 

23 

33 

30 

Jane  Fonda/51 

actress,  exercise  maven 

5 

18 

23 

34 

25 

Tom  Selleck/44 

TV  and  movie  actor 

8 

14 

22 

35 

— 

Aerosmith 

rock  group  (5  members) 

9 

12 

21 

36 

— 

Rod  Stewart/44 
rock  singer 

9 

12 

21 

37 

36 

Michael  J  Fox/28 
actor 

10 

10 

20 

38 

33 

Steve  Martin/44 

comedian,  actor 

8 

12 

20 

39 

23 

Stephen  King/42 
novelist,  screenwriter 

10 

10 

20 

40 

— 

Mel  Gibson/33 

movie  actor 

11 

9 

20 
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Michael  Jackson 


MICHAEL  JACKSON 

Pop  singer:  $12^  million 
The  indisputable  reigning  king  of  pop 
music,  Jackson  rakes  in  the  dough 
even  in  off  years  like  1989.  Though 
he's  recorded  only  two  albums  in  the 
last  seven  years,  Bad  ( 1 987)  and  Thrill- 
er [1982]  combined  have  sold  some  60 
million  copies,  earning  him  over  $100 
million.  But  the  Gloved  One  also 
makes  his  money  from  other  endeav- 
ors: Three  videocassettes  since  1983 
have  sold  over  2  million  units;  his 
autobiography,  Moonwalk,  sold  some 
425,000  copies,  making  it  a  bestseller; 
the  Beatles  music  catalog,  which  he 
bought  in  1985,  earns  him  an  estimat- 
ed $3  million  a  year,  i  v  specials  make 
Jackson  millions  more.  Then  there's 
the  $9  million  endorsement  deal  with 
Pepsi.  At  age  31,  Jackson  now  insists 
he  is  giving  up  touring  for  good  to 
pursue  movies,  among  other  things. 

But  Forbes  figures  that  Jackson  has 

still    got    several    hot    concert    dates 

in  him. 

STEVEN  ALLEN  SPIELBERG 

Director/producer  tl05  million 

With  Jan  s  / ■"/   and  Raiders  of  the  Lost 

Ark,  Steven  Spielberg  established  him- 
self as  the  hottest  director  of  his  gen- 
eration He  has  had  a  hand  in  foul  oi 
the  top  ten  grossing  films  of  all  time, 
the  three  above  and  the  second  Indi- 
ana [ones  epic.  But  the  aging  boy  ge- 
nius is  having  trouble  generating  hits 
these  days  His  recent  trims,  such  as 
Empire  of  the  sun  in  1987,  have 
flopped  while  Amblin  Entertain 
merit,  his  production  company,  has 
churned  out  a  string  of  undistin- 
guished and  frequently  unprofitable 


Stei  en  Spielberg 


features  (e.g.,  Batteries  Not  Included). 
Spielberg's  only  hits  since  1984  have 
been  either  surefire  sequels  like  this 
summer's  Indiana  Jones  installment 
or  the  creative  work  of  a  former  prote- 
ge like  Bob  (Bach  to  the  Future.  Who 
Framed  Roger  Rabbit)  Zemeckis.  But 
Spielberg's  star  is  still  rising  financial- 
ly. He  made  nearly  $70  million  selling 
/•'.'/'.  videotapes  last  year,  and  should 
reap  $10  million  more  when  Roger 
Rabbit  comes  out  on  tape  this  fall. 

WILLIAM  H.  COSBY  JR. 

(  omedian  author  $95  million 
In  the  late  1950s  Bill  Cosby  earned  $5 
a  night  doing  his  stand-up  routine  in  a 
cramped  Philadelphia  basement  club 
called  the  Cellar.  These  days  Cosby, 
52,  is  a  one-man  entertainment  con- 
glomerate. He'll  earn  some  $60  mil- 
lion this  year  from  records,  videos, 
commercial  endorsements,  three 
bestselling  books  and  the  stratospher- 
ic success  of  The  ( ashy  Show.  It  single- 
handedly  made  nbc  the  number  one 
television  network  and  had  local  sta- 
tions competing  fiercely  for  the  privi- 
lege of  paying  up  to  $365,000  an  epi- 
sode for  reruns.  Syndication  fees  from 
the  show  will  bring  him  $167  million 
by  March  1992. 


Eddie  Vdams  S>'gma 


Michael  BjvWt  HI.il  k  Star 


Mike  Tyson 


MIKE  TTSON 

Boxer:  $71  million 

The  youngest  heavyweight  champ  in 
history,  23-year-old  "Iron  Mike"  Ty- 
son got  his  start  slugging  it  out  in 
Brooklyn,  on  East  New  York's  mean 
streets.  With  33  knockouts  in  37 
fights,  the  ferocious  Tyson  now  reigns 
over  a  pitiful  division,  defending  his 
title  against  fighters  whose  nick- 
names— Carl  "The  Truth"  Williams, 
James  "Bonecrusher"  Smith — are  fan- 
cier than  their  footwork.  Tyson,  who 
has  hauled  down  some  $71  million 
over  the  past  two  years,  may  be 
around  for  quite  a  while,  but  his  en- 
tourage can't  make  that  claim:  Man- 
agers and  trainers  come  and  go,  and 
Tyson's  marriage  to  artiste  Robin  Gi- 
vens  lasted  only  a  little  longer  than 
his  average  bout. 

CHARLES  MONROE  SCHULZ 

cartoonist  $60  million 
Thanks  to  his  beloved  "Peanuts" 
characters,  Charles  (Sparky)  Schulz 
may  be  the  most  popular  artist  in  the 
world.  Schulz  has  also  raised  the  busi- 
ness of  cartooning  to  an  art  form. 
Launched  in  1950,  "Peanuts"  remains 
the  number  one  strip  in  syndication, 


i  *  •ling  Star 


Bill  Cosby 


(  buries  M  Schulz 
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appearing  in  over  2,200  newspapers. 
Income  from  the  cartoon,  though, 
pales  next  to  licensing  revenues. 
Charlie  Brown  and  the  gang  grace 
some  3,000  products  worldwide,  sell- 
ing over  $1  billion  at  retail  each  year 
and  rolling  up  an  estimated  $30  mil- 
lion or  so  a  year  in  royalties  for 
Schulz. 

EDDIE  MURPHY 

Comedian/ actor:  $57  million 
,  At  age  28,  seven  blockbuster  movie 
hits,    including    48   Hours,    Trading 
Places,  two  Beverly  Hills  Cop  movies 
and  Coming  to  America,  have  made 
Murphy  Hollywood's  number  one  box 
1  office  draw.  Murphy  also  has  a  song 
on  the  record  charts  with  "Put  Your 
i  Mouth  on  Me,"  his  second  hit  single. 
His  credits  include  actor,  screenwrit- 
|  er,  producer  and,  after  the  release  in 
I  November  of  his  new  movie,  Harlem 
I  Nights,  director.  Murphy's  first  regular 
I  television  stint  since  Saturday  Nigbt 
Live,  where  he  started,  has  been  put  on 
\  hold:   cbs  turned  down  his  sitcom, 
I  What's  Alan  Watching?,  part  of  a  multi- 
I  million-dollar  contract  with  the  cash- 
rich  network. 

PINK  FLOYD 

|  Rock  group.  $56  million 
i  Over  the  last  two  years  this  durable, 
[  two-decade-old  but  still  flashy  band 
I  has  grossed  $56  million  from  touring 
\  and  record  sales,  with  hypnotic  al- 
[  bums  like  Dark  Side  of  the  Moon.  Band 
I  members  have  come  and  gone,  but 
B  masterful  lead  guitarist  David  Gil- 
|  mour  has  held  the  act  together,  craft- 
ing the  often  ominous,  surrealistic 
[  songs  that  are  the  themes  for  their 
i  imposing  stage  shows.  Clearly,  the  re- 


Bonnie  Schiffman/Onyx 


■ 


Sieve  Oraniiz/Rctna 


Pink  Floyd 


Oprah  Winfrey 


furbished  Floyd  has  thrived  under  Gil- 
mour's  lead.  Its  1988-89  North  Amer- 
ican and  European  tour  grossed  an 
estimated  $135  million,  and  was 
highlighted  by  a  floating  concert  ex- 
travaganza in  Venice,  which  was  tele- 
vised in  20  countries. 

THE  ROLLING  STONES 

Rock  group:  $55  million 
One  of  rock  'n'  roll's  oldest,  most  suc- 
cessful groups  (see  story,  p.  154). 

OPRAH  WINFREY 

TV  hostess/producer:  $55  million 
The  nouveau  svelte  actress-producer- 
host-documentarist-restaurateur  lost 
67  pounds  on  a  well-publicized  diet 
but  grossed  some  $30  million  in  1988. 
The  main  sources  for  her  wealth:  her 
top-rated  syndicated  talk  show  and 
her  Chicago  production  company, 
Harpo  Productions,  Inc.,  which  pro- 
duces Tfje  Oprafj  Winfrey  Show  and  oth- 
er properties,  including  the  well-re- 
ceived miniseries  The  Women  of  Brew- 
ster Place,  from  the  Gloria  Naylor 
novel.  Winfrey  is  slated  to  move  her 
talk  show  into  her  own  $10-million- 
plus  television  and  film  studio  next 
January.  In  the  meantime,  Winfrey 
enjoys  playing  hostess  a  couple  nights 


5    u  a  Liner'Retna 


a  week  at  her  Chicago  restaurant,  the 
Eccentric. 

GEORGE  MICHAEL 

Pop  singer:  $47  million 
Despite  his  trademark  tight  jeans  and 
two-day-old  beard,  Michael  estab- 
lished a  clean  reputation  in  the  teen- 
age heartthrob  band  Wham!  He  then 
parlayed  his  debut  solo  album,  Faith, 
with  six  hit  singles,  into  a  $30-mil- 
lion-plus  jackpot  last  year.  Promoters 
in  Japan  are  trying  to  get  the  singer  to 
perform  live  shows  there.  His  Diet 
Coke  endorsement  deal  paid  him  an 
estimated  $3  million. 

JULIO  IGLESIAS 

Pop  singer:  $46  million 
Perpetually  suave,  tan  and  smiling, 
the  Spanish-born  balladeer  has  care- 
fully cultivated  his  image  as  a  jet-set 
libido  bandito.  This  year  he  will  per- 


Chris  CuffaroA'isages 


Eddie  Murphy 


The  Rolling  Stones 


George  Michael 
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Julio  Iglesias 


Jack  Nicholson 


Madonna 


form  some  170  concerts  to  packed 
houses  from  Andorra  to  Vancouver. 
His  relentless  touring  and  ability  to 
charm  audiences  in  six  languages 
have  pushed  worldwide  album  sales 
over  the  staggering  120  million  mark. 
His  next  act:  a  perfume  called  Only. 

JOHN  W.  CARSON 

TV  host/producer  $45  million 

This  year  Carson  celebrates  his  27th 
anniversary  as  host  of  the  Tonight 
Show — at  one  point  said  to  account  for 
17%  of  the  nbc  network's  profits,  and 
still  number  one  in  its  time  slot  oppo- 
site late  night  newcomers  Pat  Sajak 
and  Arsenio  Hall.  Carson  recently  re- 
newed his  Tonight  contract  for  a  single 
year,  refueling  perennial  retirement 
rumors.  The  competition  can  only 
hope.  Carson  Productions,  which  is 
still  up  for  sale,  has  been  somewhat 


less    successful    in    developing   new 
television  shows. 

JACK  NICHOLSON 

Movie  actor  $44  million 
The  son  of  an  Irish  sign  painter  from 
Neptune,  N.J.,  he  worked  his  way  up 
from  B  movies  to  win  two  Academy 
Awards  in  1975  and  1983.  This  year 
he  cashed  in  big  on  the  Batman  bonan- 
za, collecting  an  estimated  $26  mil- 
lion paycheck  for  his  villainous 
scene-stealing  as  the  Joker,  and  a 
piece  of  the  ubiquitous  merchandis- 
ing as  well.  Latest  project:  starring  in 
and  directing  The  Two  Jakes,  the  sequel 
to  the  1974  classic,  (  hinatown 

SYLVESTER  STALLONE 

.u  tor  writer  $44  million 

Sly  comes  with  a  hefty  price  tag  these 

days:    He's   getting   $25    million    up 


johnny  (arson 


Sylvester  Stallont 


front  tor  Roch'  V.  Stallone  makes  othe 
movies,  and  money,  through  hi 
White  Eagle  production  company 
Gross  licensing  revenues  for  Ramb( 
toys  and  paraphernalia  exceeded  $30( 
million,  of  which  he  takes  home  ai 
estimated  8%  of  wholesale.  His  vari 
ous  Rocky  and  Rambo  movies  havi 
grossed  over  $700  million  in  Nortl 
America.  In  recent  interviews,  Stal 
lone  has  been  trying  to  change  his  all 
muscle,  no-brains  image,  and  to  prov< 
he's  something  more  than  monosyl 
labic.  Uh  huh. 

MADONNA  LOUISE  CICCONE 

Pop  singer:  $4, 1  million 

Her  latest  album,  Like  a  Prayer,  shoulc 
sell  over  10  million  units  by  year-end 
Madonna  (yes,  her  real  name)  got  $; 
million  to  do  a  single  two-minute 
spot  for  Pepsi,  which  promptly  axed  it 
in  the  U.S.  in  part  because  of  protests 
from  religious  groups.  An  actress  she 
is  not:  She  was  critically  lambasted  ir 
her  stage  debut  in  David  Mamet'j 
Speed-the-Plow  last  year.  But  the  mon- 
ey still  rolls  in  for  the  self-proclaimed 
Boy  Toy  (also  the  name  of  one  of  hei 
companies).  Movies  include  the  popu- 
lar Desperately  Seeking  Susan  and  Who'i 
That  Girl\,  a  flop.  She  married  photog- 
rapher-punching actor  Sean  Penn  and 
divorced  him  after  four  years.  Madon- 
na lately  has  been  keeping  company 
with  Warren  Bcatty,  her  costar  in  the 
upcoming  film  Dick  Tracy. 

SUGAR  RAT  LEONARD 

lid.wr  $42  million 
Articulate,  boyishly  handsome,  with 
a  quick,  sharp  fighting  style,  Leonard 
has  become  boxing's  greatest  money- 
maker. He  earned  over  $14  million  in 
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Sugar  Ray  Leonard 

his  recent  split  decision  with  Thomas 
"Hit  Man"  Hearns.  His  guarantee,  at 
least  $15  million  in  December  when 
he  faces  Roberto  Duran  for  the  third 
time,  will  punch  up  his  total  take  in 
his  12-year,  37-fight  boxing  career  to 
more  than  S100  million.  His  invest- 
ments? Conservative:  Maryland  real 
estate,  tax-free  municipal  bonds, 
Treasurys  and  mutual  funds. 

ARNOLD  SCHWARZENEGGER 

Movie  actor  $41  million 

Five-time  Mr.  Universe  and  seven- 
time  Mr.  Olympia,  the  Austrian-born 
Schwarzenegger  now  lifts  about  $10 
million  from  each  film  project,  plus  a 
chunk  of  the  video  profits.  Since  1981 
Ik •  s  made  almost  one  sweaty  action 
epic  a  year,  including  Conan  the  Bar 
barian.  The  Terminator,  Commando  and 


Red  Heat.  His  first  comedy,  Twins,  out 
last  Christmas,  with  Danny  DeVito, 
grossed  nearly  $200  million  world- 
wide. Besides  his  bodybuilding  enter- 
prises (contests,  mail  order),  the  Uni- 
versity of  Wisconsin  graduate  (in 
business)  has  become  a  real  estate 
magnate  of  sorts  in  Santa  Monica, 
Calif.,  where  he  has,  at  one  time  or 
another,  owned  or  co-owned  a  lot  of 
the  buildings  on  the  Main  Street  strip. 

BRUCE  SPRINGSTEEN 

Rock  singer:  $40  million 
A  New  Jersey  bus  driver's  son — who 
once  said  he  got  into  the  rock  'n'  roll 
business  to  meet  girls — was  relatively 
unknown  until  1975  when  his  third 
album,  Born  to  Ran,  catapulted  him 
onto  the  covers  of  Time  and  Newsweek 
the  same  week.  In  1984  Born  in  the 
l  S  A,  his  seventh  and  most  successful 
record,  yielded  five  top-ten  hits — only 
the  third  album  ever  to  do  so.  That 
album,  with  the  tour,  generated  over 
$50  million.  His  songs  of  social  pro- 
test notwithstanding,  Springsteen 
hangs  out  with  Wall  Street  types  (see 
story,  />  152).  Recently  divorced  from 
model/actress  Julianne  Phillips,  he 
now  has  no  trouble  meeting  girls. 

BON  JOVI 

Rock  group:  $40  million 
Bon  (ovi's  lead  singer,  teen  heartthrob 
Ion  Bon  lovi  owes  his  huge  success — 
over  25  million  albums  sold  world- 
wide in  three  years — as  much  to  care- 
ful marketing  as  to  musical  talent.  As 
so-called  heavy  metal  music  became 
increasingly  popular  with  the  high 
school  set,  Bon  )ovi  crafted  palatable 
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hard  rock  for  these  mall-going 
masses.  For  his  last  two  albums,  the 
New  Jersey-bom  singer  had  focus 
groups  of  teenagers  preview  new  ma- 
terial and  pick  the  songs  they  liked. 

PRINCE  (ROGERS  NELSON) 

Pop  singer.  $36  million 
As  a  new  artist  in  1977,  Prince  report- 
edly squeezed  a  record  (for  its  time) 
three-album,  $1  million  contract  out 
of  Warner  Bros.  But  he  didn't  really 
hit  it  big  commercially  until  1984 
with  his  movie  Purple  Rain,  which 
grossed  some  $75  million  and  fea- 
tured a  funk  soundtrack  that  sold  14 
million  albums.  His  Batman  sound- 
track was  a  number  one  hit  this  sum- 
mer and  has  so  far  sold  almost  6  mil- 
lion copies  worldwide.  Prince  is  now  a 
virtual  one-man  industry,  with  his 
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Brand  preference  in  the  airline  industry  is 
uilt  by  inches. 

And  that's  how  airlines  the  world  over  are 
leasuring  the  success  of  the  Airbus  A300-600.  The 
/orld's  biggest  twin-aisle  twin. 

In  fact,  it's  the  extra  roominess  and  comfort 
f  the  wide-bodied  A300  that  makes  it  a  favorite 
"ioice  among  many  frequent  fliers  worldwide.  And 
lat's  becoming  increasingly  evident  on  the  bottom 
le  of  the  airlines  that  fly  the  A300. 

But  just  as  important  to  an  airline's  bottom 
le  are  the  A300's  seat/mile  and  operating  costs, 
oth  of  which  are  lower  than  any  other  wide-body 


twin  flying  today. 

To  add  to  this,  rival  aircraft  can't  match  the 
increased  revenue  potential  made  possible  by  the 
A300's  greater  cargo  capacity  and  faster  turnaround 
times  resulting  from  the  use  of  standardized  containers. 

This  all  translates  into  an  aircraft  that  truly  meets 
the  needs  and  expectations  of  the  world's  airlines.  And 
that's  why,  in  an  industry  where  profit  is  measured  by 
inches,  the  A300  is  miles  ahead. 


AIRBUS  INDUSTRIE 
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own  record  label,  music  publishing 
company  and  a  S10  million  recording 
and  film  studio  near  Minneapolis. 

n 

Rfjck  groufj  $ 1  i  million 
Their  sixth  album,  The  Joshua  Tree, 
two  years  ago  produced  two  hit  rec- 
ords and  won  this  close-knit  Irish 
band  critical  and  popular  acclaim,  in- 
cluding a  Grammy  for  album  of  the 
year  and  their  mugs  on  the  cover  of 
The  follow-up  double  album, 
Rattle  and  Hum  a  mishmash  of  new 
material,  live  versions  of  their  old 
songs  and  other  people's  tunes,  coin- 
cided with  the  release  of  a  full-length 
movie  of  their  1987  tour  Result-1  An- 
other multiplatinum  album  and  one 
of  the  highest  grossing  concert  films 
ever  Last  year  U2  exercised  their  op- 
tion to  buy  10%  of  their  record  label, 
1  Records,  which  was  recently 
sold  for  a  reported  $300  million 

THE  WHO 

Rock  group  $32  milium 

The  three  original  members  of  The 

Who    guitarist      I'ete      Townshend, 
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smger  Roger  Daltrey  and  bassist  John 
Entwistle — are  expected  to  gross  S30 
million  or  so  from  their  40-date,  25  th- 
anniversary  tour  this  summer.  This 
reunion  road  show  for  the  quintessen- 
tial British  rock  band  is  the  first  smce 
their  1982  "farewell"  tour,  but  with 
one  key  difference:  The  money's 
much  bigger.  Another  difference:  The 
boys  no  longer  bust  up  their  instru- 
ments for  their  grand  finale.  No  com- 
plaints, though,  from  the  youngsters 
thronging  the  tour,  many  of  whom 
weren't  even  bom  when  Townshend 
began  smashing  guitars  for  a  living. 

DEF  LEPPARD 
Rock  group  $30  million 
More  than  anyone,  Def  Leppard  has 
enjoyed  the  fruits  of  mtv's  success. 
Capitalizing  on  a  raucous,  mostly 
male  audience,  Def  Leppard  has  estab- 
lished itself  as  one  of  the  biggest  and 
baddest  heavy  metal  bands  of  the 
1980s.  Supported  by  glossy,  high-en- 
ergy music  videos  sporting  consider- 
able female  leg  and  cleavage,  their 
albums  Hysteria  and  Pyromania  have 
sold  nearly  25  million  copies  com- 
bined. The  band's  tour  last  year 
brought  in  some  S26  million,  the  na- 
tion's third-biggest  draw. 

VAN  HALEN 

Rock  group  $27  million 

Van  Halen  headlined  last  year's  Mon- 
sters of  Rock  tour,  the  country's  sec- 
ond-biggest road  show  (total  gate,  $27 
million!.  Led  by  guitarist  extraordin- 


Def  Leppard 
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aire  Eddie  Van  Halen,  the  band  i 
mains  a  staple  for  mtv  and  its  hea\ 
metal-hungry  viewers.  Grinding  o 
multiplatinum  albums  such  as  OU81. 
and  5150,  Van  Halen  has  become 
dependable  brand  name  in  the  ultra 
loud  metal  music  genre. 

BILL  MURRAY 

Movie  actor  $26  million 
Like  celebrity  anarchists  Chern 
Chase,  Dan  Aykroyd  and  John  Belu 
shi,  Bill  Murray  has  mastered  the 
of  posing  as  a  nose- thumbing  icono 
clast  while  churning  out  assembly 
line,  post-prepubescent  comedies.  Af 
ter  a  four-year  stint  on  Saturday  Xigb 
Lire.  Murray  vaulted  to  the  silve 
screen,  where  he's  done  everythini 
from  blockbusters  (Glx>stbustersl,  11)  tt 
stink  bombs  (Scrooged).  A  fine  sup 
porting  player  in  Tootsie  and  Little  Sbof. 
of  Horrors,  the  balding  Cubs  fan  par 
layed  his  chaste  talents  into  S26  mil 
lion  over  the  past  two  years.  He  wa 
recently  spotted  on  the  streets  o: 
Brooklyn,  where  he  is  starring  in  anc 
codirecting  Quick  Clxinge,  a  comedv 
about  inept  bank  robbers. 
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SIEGFRIED  &  ROT 

Illusionists:  $26  million 
Siegfried  Fischbacher  and  Roy  Horn 
are  the  ultimate  Las  Vegas  magic 
show.  Wearing  sequined  tuxes,  they 
make  an  elephant  disappear  and  frolic 
with  toothsome  chorus  girl  numbers. 
But  a  recent  nine-month  tour  of  Japan 
grossed  over  $60  million,  and  they 
have  a  $58  million  contract  with  the 
new  Mirage  Hotel  in  Las  Vegas. 
Known  for  their  use  of  exotic  animals, 
the  German-bom  duo,  naturalized 
last  fall,  live  on  a  palatial  Vegas  estate 
with  a  compound  for  breeding  their 
collection  of  rare  white  tigers,  one  of 
the  largest  in  the  world. 

ANDREW  LLOYD  WEBBER 

Composer:  $26  million 
Launched  by  the  rock  opera/esus  Christ 
Superstar,  Andrew  Lloyd  Webber  has 
single-handedly  transformed  the 
Broadway  musical  from  an  American 
staple  to  a  British  export  business.  He 
has  dominated  musical  theater  in  the 
1980s  with  a  string  of  big  empty  spec- 
tacles: Cats  has  earned  an  estimated 
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$60  million  profit,  while  his  reported 
13%  of  Phantom  of  the  Opera's  Broad- 
way gross  earns  him  $3  million  a  year. 
Other  shows  include  the  critically  re- 
viled roller-skating  epic  Starlight  Ex- 
press and  the  London  hit  Aspects  of  Love. 
His  Really  Useful  Group  is  publicly 
traded  in  London  (630  pence,  not  far 
from  its  1989  high),  but  the  big  com- 
posing royalties  are  Lloyd  Webber's 
alone,  now  and  forever. 

FRANCIS  ALBERT  SINATRA 

Singer/actor:  $26  million 
In  the  1940s  he  was  known  as  the 
Voice;  these  days  some  call  him  the 
Wallet.  Sinatra  was  one  of  the  first 
recording  stars  to  have  his  own  label, 
founding  Reprise  Records  in  1961  (lat- 
er sold  to  Warner  Brothers).  Nowa- 
days Sinatra,  though  a  bit  long  in  the 
tooth  and  short  in  the  voice,  is  criss- 
crossing the  world  with  his  Ultimate 
Event  tour,  featuring  Sammy  Davis  Jr. 
and  Liza  Minnelli.  Audiences  still 
love  it.  The  $20-million-plus  that 
tour  has  racked  up  shows  that  what- 
ever you  call  him,  Sinatra  is  still  the 
Chairman  of  the  Board. 

THE  GRATEFUL  DEAD 

Rock  group:  $25  million 
No  sign  of  rigor  mortis  in  the  Grateful 
Dead — a  quarter-century-old  rock 
band  that  seems  to  be  part  social  phe- 
nomenon and  part  religion.  Dead- 
heads, as  their  fans  call  themselves, 
can  be  seen  taking  notes  at  concerts 
on  everything  from  the  songs  played 
to  the  clothes  worn  by  the  band  mem- 
bers. Last  year  lead  guitarist  Jerry  Gar- 
cia and  his  troupe  did  80  concerts, 
including  nine  nights  at  Madison 
Square  Garden — a  record  number  of 


Jerry  Garcia  of  the  Dead 

performances  for  the  arena.  Their  lat- 
est album,  Built  to  Last,  is  due  out  by 
Halloween. 

JAMES  ROBERT  DAVIS 

Cartoonist:  $25  million 
Since  Jim  Davis  launched  his  "Gar- 
field" the  cat  cartoon  in  1978,  it  has 
become  the  second  most  widely  read 
comic  in  the  world  (behind  "Pea- 
nuts"), appearing  in  over  2,200  papers. 
The  flabby  blabby  tabby  has  proved  to 
be  no  slouch  at  licensing  either:  Total 
retail  sales  of  Garfield  products  are 
nearing  the  $1  billion  mark.  As  for 
Davis,  an  estimated  $11  million  in 
royalties  this  year  makes  him  a  pretty 
fat  cat  himself. 
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GUNS  N'  ROSES 

Rock  group.  $24  million 
Professional  outlaw  posers,  Guns  N' 
Roses  specializes  in  calculated  sex- 
ism, racism  and  homophobia  (see  sto- 
ry, p  1 52).  Their  debut  album,  Appetite 
lot  Destruction,  sold  12  million  copies 
worldwide. 

KENNY  ROGERS 
Countn  singer  $23  milium 
One  of  the  first  singers  to  successfully 
straddle  the  pop  and  country  charts  in 
the  1970s,  Rogers  remains  a  top  earn- 
er thanks  to  a  steady  touring  schedule 
and  a  keen  eye  for  product  endorse- 
ment deals.  He  has  kept  concert  reve- 
nue up  by  focusing  his  100  shows  a 
year  on  smaller  venues  where  he  can 
charge  higher  ticket  prices.  Rogers  re- 


cently completed  a  deal  with  K  mart 
for  a  Christmas  concert  and  television 
special  promotion.  Million-dollar 
product  endorsements  are  nothing 
new  for  the  man  who  three  years  ago 
negotiated  a  $17  million  arrangement 
with  Dole  that  included  partial  pay- 
ment in  Hawaiian  real  estate. 

JANE  FONDA 

Actress,  exercise  maven.  $23  million 
Video  remains  the  vehicle  for  Jane 
Fonda,  whose  "Complete  Work- 
out"— her  tenth  exercise  tape — con- 
tributed an  estimated  $3  million  to 
the  fitness  queen's  video  revenues 
this  year.  In  addition  to  residuals  from 
hit  films  like  On  Golden  Pond  and 
China  Syndrome,  Fonda's  own  produc- 
tion company  is  now  grinding  away. 
Old  Gringo  with  Gregory  Peck,  an  epic 
romance  against  the  backdrop  of  the 
Mexican  revolution,  is  scheduled  for 
release  Oct.  6.  Stanley  and  Iris,  with 
Robert  DeNiro,  is  to  premiere  in  De- 
cember. Fonda  collected  about  $3  mil- 
lion for  her  parts  in  those  even  before 
the  cameras  rolled. 

TOM  SELLECK 

TV and  movie  actor:  $22  million 
After  162  episodes  as  television's 
Magnum  PI,  Selleck  quit  the  tube  for 
the  silver  screen  and  watched  his  sala- 
ry rise  from  the  $220,000  per  episode 
of  Magnum  to  an  estimated  $4  million 
for  his  new  movie,  An  Innocent  Man. 
But  it  was  the  Disney  hit  Three  Men 
and  a  Baby  (gross  to  date:  more  than 
$150  million)  that  validated  Selleck 
as  a  film  star.  Disney's  new  Holly- 
wood Pictures  unit  has  signed  him  to 
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Tom  Selleck 

a  multiple  picture  deal:  He  will  star  in 
four  features,  then  produce  and  devel- 
op  other   projects.    One   possibility 
Tljree  Men  and  a  Little  Lady,  an  inevita 
ble  sequel. 

AEROSMITH 

Rock  group.  $21  million 
After  a  sizzling  beginning  in  the  mid- 
1970s,  the  hard-driving,  hard-rocking 
band    disintegrated    into    overindul 
gence.    Now    rehabilitated    and    re 
formed,  they  are  among  the  major| 
comebacks  of  rock  'n'  roll,  having 
signed  with  Geffen  Records.  'Smith's 
1988  tour  was  one  of  the  year's  big- 
gest, thanks  in  large  part  to  a  monster 
of  an  opening  act  named  Guns  N' 
Roses  (see  p.  152).  Led  by  Mick  Jagger 
clone  Steven  Tyler,  Aerosmith  has 
just  released  a  new  album,  Pump,  and 
plans  to  tour  later  this  year. 

RODERICK  DAVID  STEWART 

Pop  singer:  $21  million 
Since  1968,  when  he  began  as  lead 
singer  for  the  Jeff  Beck  Group,  Stewart 
has  been  one  of  rock  'n'  roll's  most 
prolific  artists.  Fifteen  solo  albums, 
eight  world  tours,  some  30  hit  singles 
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including  "Maggie  May"  and  his  big- 
gest, 1978's  "Do  Ya  Think  I'm  Sexy," 
and  21  years  later  Stewart  consistent- 
ly sells  out  arenas  and  churns  out 
smash  hits.  This  year  was  no  excep- 
tion: His  latest  album,  Out  of  Order, 
with  four  hit  singles,  has  already  sold 
over  4  million  copies  worldwide. 
Stewart's  recently  finished,  14-month 
North  American  tour  pulled  more 
than  $50  million. 

MICHAEL  J.  FOX 

Actor:  $20  million 

Fox  is  a  leading  teen  heartthrob 
thanks  to  the  hit  sitcom  Family  Ties, 
where  he  played  an  eager  young  capi- 
talist. But  the  diminutive  actor  has 
yet  to  prove  he's  a  consistently  bank- 
able movie  star,  having  participated 


Theo  VestenbergerSvgmj 


Michael  J.  Fox 


Steve  Martin 

in  bombs  like  Light  of  Day  and  Bright 
Lights,  Big  City.  Despite  considerable 
hype,  the  box  office  has  been  slow  on 
his  latest,  the  Brian  DePalma  Viet- 
nam bloodbath,  Casualties  of  War.  But 
the  money  rolls  in  nonetheless:  an 
estimated  $2  million  a  year  for  Pepsi 
commercials  and  $3  million  for  each 
of  two  sequels  to  his  1985  smash  Back 
to  the  Future.  His  future:  more  movies 
in  a  multiyear  production  deal  with 
Paramount. 

STEVE  MARTIN 

Comedian/actor:  $20  million 
Steve  Martin  continues  to  break  the 
rules  and  the  bank.  Not  content  with 
recycling  his  "wild  and  crazy  guy" 
stand-up  shtick,  Martin  takes  unex- 
pected roles,  like  the  Cyrano-nosed 
fire  chief  in  1987's  Roxanne.  In  his 
latest,  Ron  Howard's  Parenthood, 
Martin  gives  an  emotionally  mature 
turn  as  a  troubled  father  and  ignored 
son— and  he's  still  hilarious  and  un- 
predictable. While  more  standard 
flicks  like  Dirty'  Rotten  Scoundrels,  with 
Michael  Caine,  and  Planes,  Trains  and 
Automobiles,  with  John  Candy,  helped 
bring  in  the  $20  million  Martin  has 
earned  in  the  last  two  years,  movies 
like  Parenthood  and  Roxanne — sum- 
mer sleepers  both — are  what  keep 
folks  watching. 

STEPHEN  EDWIN  KING 

Writer:  $20  million 

In  the  early  1970s,  after  one  rejection 
slip  too  many,  Stephen  King  threw 
out  the  beginnings  of  his  first  novel. 
Good  thing  his  wife  retrieved  it.  Pub- 
lished in  1974,  Carrie  sold  over  4  mil- 
lion copies.  Since  then,  the  former 
teacher  has  become  the  master  of  the 
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Stephen  King 

macabre,  with  over  20  bestsellers  and 
some  80  million  copies  in  print,  in- 
cluding some  under  a  pen  name  so  as 
not  to  flood  the  market.  In  January  he 
signed  a  four-book  contract  said  to  be 
worth  around  $35  million.  He  writes 
almost  every  day  in  his  23-room,  130- 
year-old  house  in  Bangor,  Me. 

MEL  GIBSON 

Mot  ie  actor  $20  million 
With  smoldering  good  looks  that 
prompted  People  magazine  to  dub  him 
"the  sexiest  man  alive,"  the  Austra- 
lian-bred Gibson  has  watched  his  sal- 
ary explode  with  his  stardom.  Follow- 
ing the  postnuclear  action  thriller 
Mad  Max,  which  got  him  noticed  in 
the  U.S.,  the  success  of  1987's  Lethal 
Weapon  catapulted  Gibson's  salary  to 
above  an  estimated  $6  million  per  pic- 
ture, plus  profits.  Lethal  Weapon  II, 
among  the  summer's  biggest  hits,  has 
already  grossed  more  than  $125  mil- 
lion. His  recently  formed  company, 
Gibson  Productions,  is  already  work- 
ing on  its  first  project,  the  screen  ad- 
aptation of  Kati  Marton's  wartime  bi- 
ography, Deadline  Salonika,  with  guess 
who  in  the  lead. 


Greg  Gormarv Gamma  Liaison 


Mel  Gibson 
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Cries  for  social  justice,  set  to  rock  'ri  roll, 
are  an  exceedingly  bankable  commodity 
these  days.  But  sexism,  racism  and  xeno- 
phobia sell  well,  too,  as  witness  the  huge 
success  of  Guns  N'  Roses. 

Bringing  it  all 
back  home 


By  Joe  Queenan 


Rock  'n'  roll  has  always  been 
plagued  by  an  inherent  self- 
contradiction:  It  professes  con- 
tempt for  a  society  whose  rewards  it 
seeks,  so  that  it  can  use  the  rewards  to 
bankroll  new  gestures  of  contempt 
and  rebellion.  Eventually — if  the  dis- 
dain for  mainstream 
values  is  wedded  to  a 
sufficiently  catchy 
beat — rock  stars  earn 
enough  money  to  be 
included  among  the 
highest-paid  people  in 
the  world.  This  year's 
Forbes  list  of  the 
wealthiest  entertainers 
includes  an  extraordi- 
nary number  of  pop 
subversives,  among 
them  several  portly 
but  affluent  survivors 
of  Woodstock's  sum 
mer  of  love  and  mud. 

Unlike    lounge    acts 
such  as  Wayne  New- 
ton,    Kenny     Rogers, 
Liza     Minnelli     and 
Frank    Sinatra,    who 
have  never  posed  any 
serious      threat      to 
Western  civilization, 
rock  'n'  rollers  invari- 
ably   portray    them- 
selves as  implacable 
enemies  of  authority, 
tradition  and  the  cor- 
poration. This  is  a  fa- 
cade that's  a  bit  hard  to 
maintain  when  you're 
hauling  down   a   great 
deal  more  money  than 
the  chairman  of  Gener- 
al Motors  or  even  Time 


Smash  hits  by  Pink  Floyd, 
Bruce  Springsteen  and  1 2 

Serious  bands  earning 
serious  money. 


Warner's  Steven  Ross.  But  they  do  it, 
because  it's  their  job. 

Consider  Pink  Floyd.  These  ponder- 
ous Sixties  relics,  who  invented  a 
maudlin  but  hypnotic  brand  of  psy- 
chedelic rock,  built  their  reputation 
with  elaborate  suites  denouncing  the 
venality  of  modern  society.  A  typical- 
ly searing  indictment  appears  in  the 
1973  hit,  "Money,"  in 
which  they  sneer: 
"Money,  it's  a  gas/ 
Grab  that  cash  with 
both  hands  and  make 
a  stash/New  car,  cavi- 
ar, four-star  day- 
dream/Think I'll  buy 
me  a  football  team." 
Pink  Floyd  bagged 
$56  million  in  the 
past  two  years,  more 
than  enough  to  buy 
Manchester  United, 
the  preeminent  Brit- 
ish football  club,  and, 
with  a  lot  of  leverag- 
ing, the  entire  nfl. 

Another  fine  exam- 
ple of  bankable  sedi- 
tiousness  is  Bruce 
Springsteen,  perhaps 
the  highest-paid 

working-class  hero  in 
history,  putting  him  in 
the  same  league  as  de- 
ceased     working-class 
hero      John      Lennon. 
Springsteen  has  raked 
in  $40  million  over  the 
past  two  years.  While 
going  to  bat  for  op- 
pressed factory  work- 
ers      and       farmers, 
Springsteen    has    re- 
mained curiously  si- 
lent on  the  plight  of 


unemployed  file  clerks.  The  man  wh 
is  commonly  referred  to  as  the  Boss  | 
the   author   of   such   songs   as   "M 
Hometown,"   a   pop    "Marseillaise," 
which  contains  the  lines: 

"They're  closing  down  the  textile 
mill/Across  the  railroad  tracks/Fore- 
man says  these  jobs  are  going,  boys/ 
And  they  ain't  coming  back.  ..." 

When  not  masquerading  as  a  guitar- 
slinging  Tom  Joad,  Springsteen  has 
occasionally  been  seen  pumping  iron 
around  Rumson,  NJ.  with  fellow 
megamillionaire  John  Mulheren,  the 
risk  arbitrager  who  was  arrested  for 
threatening  a  federal  witness  widely 
believed  to  be  Ivan  Boesky.  Mulheren, 
too,  was  born  to  be  wild.  Part  of  Mul- 
heren's  job  was  investing  money  for 
corporate  raiders,  whose  exploits  have 
been  known  to  result  in  the  loss  of  a 
few  thousand  jobs  here  and  there.  The 
delicate  ironies  in  all  this  may  have 
eluded  Springsteen. 

Equally  impervious  to  irony  is  Ire- 
land's U2,  very  possibly  Erin's 
wealthiest  leftists.  U2  recently  took 
time  off  from  scathing  denunciations 
of  injustice  on  assorted  continents  to 
count  the  big  chunk  of  money  that 
their  10%  share  in  Island  Records 
earned  them  when  it  was  sold  for  an 
estimated  $300  million.  Featuring  a 
dapper  guitarist  called  the  Edge,  or,  as 
the  New  York  Times  might  put  it,  "Mr. 
The  Edge,"  U2  is  fronted  by  a  lead 
singer  with  an  equally  non-Hibernian 
name:  Bono. 

Bono  is  a  fine  singer  whose  only 
failing  is  a  penchant  to  quote  from  the 
dreaded  French  existentialist  Albert 
Camus,  whom  even  the  French  refer 
to  as  le  philosophe  des  copaim  ("the 
philosopher  of  kids  in  junior  high"). 
U2  hauled  down  $20  million  in  1989, 
far  more  than  Camus  or  his  buddy 
lean-Paul  Sartre  snagged  even  in  the 
years  their  novels  went  platinum. 

Also  on  the  Forbes  hit  parade  is 
Madonna,  the  sultry  temptress  and 
erstwhile  Marilyn  Monroe  imperson- 
ator who  earned  $23  million  in  1989. 
Madonna  manages  to  cover  all  bases 
by  filming  one  video  that  provides  a 
touching  plea  for  racial  understanding 
and  another  video  with  an  even  more 
persuasive  pitch  for  Pepsi. 

No  list  of  radical  rock  'n'  rollers 
would  be  complete  without  that  ven- 
erable nostalgia  act,  the  Grateful 
Dead,  a  sort  of  Lawrence  Welk's 
Champagne  Music  Makers  for  retired 
acidheads,  who  earned  $25  million  in 
the  past  two  years. 

Last  but  not  least  come  The  Who, 
whose  members  long  ago  vowed  to  die 
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before  they  got  old,  though  only 
drummer  Keith  Moon  has  kept  his 
promise.  Before  hitting  the  big  time  in 
1969  with  Tommy,  an  operatic  smor- 
gasbord of  social  criticism  so  preten- 
tious that  Ken  Russell  could  not  rest 
until  he'd  filmed  it,  The  Who  record- 
ed an  alarmingly  prophetic  album  en- 
titled The  Who  Sell  Out.  They  made  $30 
million  this  year. 

One  group  that  seems  out  of  place 
in  this  legion  of  socially  conscious 
rockers  is  Los  Angeles'  sizzling  post- 
Neanderthals,  .Guns  N'  Roses.  The 
unabashedly  cretinous  Gunners  are 
almost  certainly  not  what  the  peace- 
and-love  crowd  had  in  mind  back  at 
Woodstock,  yet  here  they  are,  selling 
millions  of  records  with  their  win- 
ning combination  of  racism,  sexism 
and  all-around  smut. 

Buoyed  by  the  adulation  of  sexually 
uninitiated  adolescent  males,  the 
Gunners  earned  $24  million  in  1988- 
89,  and  actually  had  two  albums  in 
Billboard's  top  five  not  long  ago.  The 
lads  vaulted  to  stardom  with  their 
charming  debut  album,  Appetite  for 
Destruction,  whose  jacket  sleeve  de- 
picts a  female  in  an  advanced  stage  of 
undress  about  to  be  molested  by  a 


Red-hot  Guns  N'  Roses 

No  friends  of  Tipper  Gore. 

robot.  Deftly  avoiding  the  sophomore 
jinx,  the  Gunners  followed  up  with 
the  even  more  engaging  extended 
play,  G  N'  R  Lies,  which  blazes  new 
trails  of  xenophobia,  misogyny  and 
gay-bashing. 

Disdained  by  most  rock  critics,  and 
certainly  no  favorites  of  Tipper  Gore, 
the  Gunners  have  one  redeeming 
characteristic:  They  can  tear  it  up, 
ripping  off  torrid  hits  that  make  most 
mtv  glamour  boys  sound  placid  by 
comparison.  Like  Herbert  von  Kara- 
jan,  an  extraordinary  musician  who 
became  a  Nazi  to  advance  his  career, 


the  Gunners  have  demonstrated  that 
thoroughly  objectionable  moral  and 
political  attitudes  will  not  hurt  your 
career  as  long  as  you  can  keep  a  beat. 

If  asked,  sight  unseen,  to  guess  the 
identity  of  the  least  affable  member  of 
this  band,  a  betting  man  would  proba- 
bly put  his  money  on  lead  guitarist 
Slash,  whose  name  seems  like  a  bit  of 
a  giveaway.  But  no,  that  honor  goes  to 
the  Gunners'  irrepressible  lead  singer 
Axl  Rose.  It  is  Rose  who  made  a  bad 
situation  even  worse  for  the  media- 
beleaguered  Gunners  in  a  recent  in- 
terview with  Rolling  Stone  when  he 
unsuccessfully  attempted  to  defend 
the  band's  use  of  racial  epithets  and 
lyrics  such  as: 

"Immigrants  and  faggots,  they 
make  no  sense  to  me/They  come  to 
our  country,  and  think  they'll  do  as 
they  please/Like  start  a  mini-Iran,  or 
spread  some  f .  .  .  disease." 

On  a  positive  note,  Rose  does  not 
share  the  contempt  for  postindustrial 
democracy  that  one  finds  in  the  work 
of  Pink  Floyd,  Bruce  Springsteen  or 
U2:  When  asked  by  Rolling  Stone  for 
his  advice  to  the  young,  Axl's  text  was 
brief:  "Take  business  classes."  This  is 
one  very  confused  art  form.  ■ 
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After  landing  a  $70  million  guarantee,  the 
Stones  have  found  that  maybe  you  can 
always  get  what  you  want. 

Satisfaction 
guaranteed 


By  Peter  Newcomb 


Y1  ou  can't  escape  them  these 
days.  They  make  the  covers  of 
such  magazines  of  mass  culture 
as  Time  and  Rolling  Stone,  and  even 
this  issue  of  Forbes.  Now  27  years 
old,  the  Rolling  Stones  group  should 
gross  nearly  $90  million  this  year,  its 
costs    are    down,    and    management 


seemingly  operates  without  a  hitch. 
An  impressive  record  in  a  business 
where  success  is  often  brief  and  for- 
tunes fleeting. 

The  Rolling  Stones  name  was  once 
synonymous  with  drugs  and  decadent 
excess.  But  today  it  means  money. 
The  group's  two  leaders,  singer  Mick 
Jagger  and  guitarist  Keith  Richards, 
have    transformed    their   road    show 


into  a  rather  smooth-running  corpo- 
rate business.  Interviewed  by  Forbes 
in  Washington,  Conn,  while  the  band 
rehearsed  for  its  recently  opened  Steel 
Wheels  tour,  Jagger  and  Richards  re- 
vealed a  sharply  focused  management 
style.  Although  the  two  key  people 
are  radically  different  from  each  oth- 
er, they  seem  to  have  established  an 
efficient,  if  fragile,  balance. 

"We  never  dreamed  there  was  any 
money  when  we  started  this  thing," 
claims  Richards,  through  a  cloud  of 
Marlboro  smoke.  "It  was  idealism.  It 
was  not  knowing  what  else  to  do  with 
your  life.  But  then,  suddenly,  the  im- 
possible happened."  It's  often  like 
that:  success  coming,  not  to  those 
who  pursue  her  avidly,  but  unexpect- 
edly and  informally  to  those  who 
practice  intensely  something  they  en- 
joy doing.  With  such  hit  songs  as  "Sa- 
tisfaction" and  "Jumpin'  Jack  Flash," 
the  quintet  quickly  won  the  hearts  of 
teenage  fans  not  just  in  their  native 
England  but  around  the  world. 

With  money  came  the  real  world.  In 
those  days  Britain's  socialist  govern- 
ment taxed  high  earners  at  a  confisca- 
tory 98%.  Jagger  and  the  Stones  left 


It's  only  rock  n'  roll,  but ...  if  it  were  a  stock  issue 


Stock  fizzles,  1973-77.  Creative  pipeline 
runs  dry;  industrywide  slump ;  Taylor  quits 
Ron  Wood  joins;  quality  control  slips. 


i 


Privately  held  U.K.  growth 
company,  1962-64.  Goes  public 
on  heels  of  smash  single 
Satisfaction,  1965. 


Stock  under  pressure,  1967-68. 
Disappointing  psychedelic  album 
Their  Satanic  Majesties  Request; 
rumored  squeeze-out  of  co- 
founder  Brian  Jones.  Nervous 
investors  dump  shares. 

A 


Stock  recovers,  1968-72.  Hit  albums 
Beggars  Banquet,  Let  it  Bleed,  Sticky 
Fingers,  Exile  on  Main  Street;  rumored 
merger  with  competition,  the  Beatles; 
Jones  dies;  Mick  Taylor  joins;  Beatles  break 
up;  company  reincorporates  abroad. 


I 


1965 


1970 
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T/v  Stones  in  younger  years 

Never  dreamed  they'd  make  it  big. 

their  first  record  label — London — and 
their  British  homeland,  becoming  tax 
exiles.  Forming  their  own  record  label 
in  1971,  the  Stones  went  on  to  be- 
:ome  rock  'n'  roll's  most  successful 
band,  recording  such  classic  long- 
players  as  Let  It  Bleed,  Stick)  Fingers  and 
E»7e  on  Main  Street. 

But  the  band's  delicate  infrastruc- 
ture crumbled  three  years  ago  amid 


widespread  publicity.  Plans  for  a 
world  tour  following  the  release  of 
their  last  album  collapsed  when  Jag- 
ger  and  Richards  battled  over  the 
band's  creative  control.  But  after  a 
couple  of  years  of  going  their  own 
ways,  Richards  and  Jagger  shook 
hands  again  in  August  1988.  On  the 
heels  of  recording  their  new  album, 
Steel  Wheels,  the  Stones  have  landed 
the  fattest  touring  contract  ever.  To- 
ronto-based promoter  Michael  Cohl, 
through  his  Concert  Productions  In- 
ternational, has  guaranteed  them  $70 
million,  plus  a  piece  of  the  profits,  for 
the  rights  to  promote  the  Stones'  1989 
tour,  their  first  in  seven  years. 

"They're  guaranteeing  us  a  large 
amount  of  money,"  says  Jagger,  clear- 
ly pleased.  "The  element  of  risk  was 
completely  taken  out."  Meaning  that 
the  promoter  shouldered  the  risk,  and 
the  Stones  can't  lose. 

Cohl  hopes  the  North  American 
Steel  Wheels  tour  will  draw  3  million 
people  in  just  under  60  shows.  At 
about  $30  a  ticket,  the  tour  stands  to 
gross  some  S90  million  in  ticket  sales 
alone.  The  stadium  owners  and  local 
promoters  will  probably  keep  40%  of 


Jagger  &  Co.  today 
Time — and  money — is  on  their  side. 

the  gate  between  them,  meaning  Cohl 
and  the  Stones  should  realize  over  $50 
million.  Cohl  is  counting  on  mer- 
chandise— T  shirts  and  other  tour 
paraphernalia — to  bring  in  enough 
money  to  carry  him  over  the  $70  mil- 
lion guarantee. 

For  this  tour,  Jagger  and  the  Stones 
have    taken    merchandising 
one  step  further.  Not  content 


If  the  Rolling  Stones  were  a  public  company,  the  stock  would  be 
red-hot  these  days.  But  what  about  the  past?  Here's  a  chart,  with 
some  history,  showing  how  the  shares  might  have  fared  over 
time.  Farfetched?  Then  consider  that  despite  a  volatile  track 
record  and  aging  performing  assets,  the  Stones'  song  catalog 
alone  could  be  worth  $100  million. 
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77jf  Rolling  Stones  opening  their  Steel  Wheels  tour  in  Philadelphia  last  month 
"The  best-organired  tour  we've  ever  done,"  says  Keith  Richards. 


with  the  basic  black  concert  T  shirt, 
the  Stones  are  moving  into  upscale 
souvenirs — Rolling  Stones  Rock- 
wear — to  be  sold  at  the  concert  sites 
when  possible,  but  also  in  retail  out- 
lets like  Macy's,  J.C.  Penney  and  Mar- 
shall Field,  where  Rolling  Stones  bou- 
tiques will  carry  the  full  line.  On  sale 
will  be  everything  from  $450  bomber 
jackets  to  $5  bandanas.  Other  items 
include  sweatshirts,  skateboards  and 
two  types  of  Converse  high  tops,  all  of 
which  will  be  stamped  with  the  spe- 
cial Steel  Wheels  logo. 

Then  come  pay-per-view  television 
rights.  Nothing  has  been  confirmed 
yet,  but  a  deal  for  domestic  rights  is 
close  to  being  signed  for  $6  million  to 
$7  million.  There's  also  the  possibili- 
ty Cohl  and  the  Stones  can  increase 
that  amount  through  the  sale  of  for- 
eign tv  rights. 

Also  in  the  works:  a  tour-related 
movie  and  a  two-hour  tv  special,  a 
Rolling  Stones  retrospective  for  nbc. 
Produced  by  Saturday  Sight  lire's 
Lome  Michaels,  that  show  could 
bring  yet  more  money  to  Cohl  and  the 
Ston 

And  then  there  are  sponsorships. 
The  Stones  were  one  of  the  first  bands 
to  take  on  corporate  sponsorships — 


1S6 


during  their  last  North  American 
tour,  in  1981 — signing  a  deal  with  Jo- 
van,  a  perfume  company.  For  the  Steel 
Wheels  tour,  Anheuser-Busch  paid 
close  to  $6  million  for  rights  to  make 
its  Budwciser  beer  the  sponsor.  Add  it 
all  up,  and  a  $90  million  gross  for  the 
Stones  this  year  seems  achievable. 

Do  corporate  sponsorships  compro- 
mise standards?  The  Stones  argue 
that  the  sponsorships  benefit  the  fans, 
who  get  cheaper  tickets  as  a  result. 
It's  a  doubtful  argument,  but  what  the 
hell,  this  is  show  business.  "I  don't 
know  about  the  evils  of  sponsor- 
ships," Richards  replies.  "But  spon- 
sorships enable  you  to  keep  the  ticket 
prices  down  in  order  to  build  the  kind 
of  stage  that's  required.  And  stages 
don't  come  cheap.  ...  I  have  no 
qualms  about  a  beer  company  want- 
ing to  put  their  name  on  the  ticket." 

True,  the  Stones  have  a  high  over- 
head. Their  brand  of  entertainment 
requires  at  least  two  stages  through- 
out the  tour,  one  stage  leapfrogging 
the  other  from  one  city  to  another  to 
accommodate  the  rigorous  pace  of  the 
tour.  Construction  costs  can  be  as 
high  as  $1  million  per  stage. 

Make  no  mistake:  These  are  no 
woolly-headed  performers  at  the  mer- 


cy of  smart  business  people.  Four, 
years  ago  the  Stones  signed  a  distribu- 
tion agreement  with  cbs  Records  in  a 
deal  that  reputedly  gave  the  band  $25 
million  for  four  albums  and  the  rights 
to  the  old  Rolling  Stones  catalog  from 
Atlantic,  cbs  record  chief  Walter  Yet- 
nikoff  admired  the  way  the  Stones 
payed  attention  to  detail.  "Mick  was 
very  astute,"  Yetnikoff  remembers. 
"In  his  head  he  figured  out  what  the 
French  royalty  would  be  on  a  record, 
doing  the  conversion  and  taking  off 
the  vat  tax.  I  can't  do  that  without 
my  royalty  guide." 

In  an  off  year,  when  there  is  no  tour 
and  no  new  album,  the  catalog  of  old- 
er records  still  does  about  1  million 
copies.  At  a  probable  royalty  of  $1.75 
per  record,  that  gives  the  Stones  a 
kind  of  annuity  amounting  to  around 
$2  million  a  year  even  if  they  quit 
work.  Throw  in  a  single  new  album  at 
3  million  records,  and  the  annual  take 
rises  to  as  much  as  $7  million  for  very 
little  effort. 

But  that's  not  all.  Each  time  a 
Stones  record  is  played  on  the  radio 
the  songwriters  get  a  royalty — about  5 
cents  per  airplay.  A  negligible 
amount,  but  if  an  album  dishes  up 
two  or  three  number  one  hits,  the 
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interior.  This  synergy  built  a 
nationwide  joint  venture  that  has 
over  55,000  vehicles  on  the  roll. 

Capital  ideas  are  keeping  Amer- 
ica's railcars  on  the  right  track, 
too-customers  leasing  rolling 
stock  from  GE  Capital  Railcar 
Services  are  spared  not  onlv  the 
capital  investment,  but  also  main- 
tenance worries. 

Our  vehicle  fleet  management 
expertise  gave  us  the  capital  idea 
to  offer  our  corporate  fleet  man- 


ager customers-whether  thev 
lease,  own  or  reimburse-a  range 
of  value-added  sen  ices:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
employee  expense  reimbursement 
control. 

And  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states, 
helped  by  Capital  ideas  for  inven- 
tor v  financing,  working  capital  and 
real  estate  loans,  and  acquisition 
funding  to  add  new  dealerships. 


Whether  or  not  your  business 
depends  on  wheels,  chances  are 
GE  Capital  has  a  truckload  of 
ideas  for  helping  you  keep  it  in 
the  fast  lane. 

Just  call  us  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  ball 
rolling. 

Not  Just  Capital 
Capital  Ideas. 


Capital  Ideas 

get  rolling 

at  GE  Capital 


GE  Capital 
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Now  Kodak  copiers  have  outscored  every  oth 
high  volume  copier  in  9  consecutive  Datapro 

User  Surveys.  And  who  knows  more  about 

copiers  than  customers? 

Since  1980,  Kodak  copiers  have  been  top-rate<\ 
in  every  Datapro  high  volume  copier  User 
Rating,  including  every  special  merit  award  k 
overall  vendor  satisfaction.  While  others  may 
make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There 
can  be  no  higher  compliment.  No  stronger 
evidence  of  our  dedication  to  total  customei 
satisfaction.  Real  customers  are  telling 
us  that  we're  #?  in  customer  satisfaction,  in 
reliability,  in  service,  in  copy  quality, 
join  the  Kodak  copier  family  of 
customers  who  are  not  just  satisfied,  but 
delighted.  There's  a  Kodak  copier 
designed  for  every  need,  and  now  there's 
ft  a  great  way  to  save  on  every 
^^L  Kodak  copier. 

M         ■  *•  •     Call  for  details: 
Wk  1  800  255-3434, 

V  Ext.  152. 
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BY  CUSTOMERS 
FOR  9  YEARS: 


The  new  vision 


of  Kodak 


Steel  Wheels  promoter  Michael  Cobl 

Despite  his  $70  million  guarantee  to  the  Stones,  millions  left  for  himself. 


amount  adds  up,  especially  figuring 
the  score  of  other  Stones  hits  that 
radio  routinely  subsists  on. 

Who  keeps  track  of  all  this  money? 
A  chap  named  Rupert  Loewenstein,  a 
prince  of  the  pocket-size  country 
Liechtenstein.  Loewenstein  was  a 
merchant  banker  in  London  when  the 
Stones  hired  him  as  financial  adviser 
in  1971. 

Not  surprisingly,  all  this  loot  fi- 
nances a  lavish  lifestyle:  Jagger  has 
homes  in  the  Caribbean  and  the  south 
of  France.  It  also  fosters  a  sharp  aware- 
ness about  taxes.  "In  an  international 
thing  like  this,  everyone  wants  a 
piece,  and  we  don't  always  think  each 
government  should  get  a  piece,"  Jag- 
ger says.  "I  don't  mind  having  to  pay  a 
fair  amount  of  tax,  but  if  they  all  got 
it,  there  wouldn't  be  anything  left." 
Jagger  gives  Prime  Minister  Margaret 
Thatcher  credit  for  reducing  taxes  suf- 
ficiently that  many  expatriates  have 
returned  to  Britain.  "Given  that," 
isays  Jagger,  "everyone  in  England — 
.  begrudgingly,  some  of  them — has  a 
lot  of  admiration  for  her."  Rolling 
I  Stones  drummer  Charlie  Watts,  for 
j  one,  has  moved  back.  But  Jagger  and 
Richards  themselves  prefer  to  avoid 
British  taxes  to  the  extent  possible. 


"It's  the  reason  I  don't  live  in  England 
anymore,"  admits  Richards.  "My  citi- 
zenship is  British,  but  I  am  a  resident 
of  nowhere." 

Besides  minimizing  taxes  and 
maximizing  income,  what  do  the 
Stones  plan  to  do  with  their  money? 
It's    a   subject    Jagger   gives   lots    of 


Walter  Yetnikoff  of  Sony's  CBS  Records 
A  gold  mine  for  the  Japanese. 


thought  to.  He  grew  up  in  middle- 
class  yet  comfortable  surroundings 
not  far  from  London  and  studied  at 
the  London  School  of  Economics.  "In 
those  days,  one  thought  that  getting  a 
degree  like  that  would  get  you  a  bet- 
ter-paying job,"  he  explains.  "An  arts 
degree  got  you  nowhere."  Jagger  con- 
centrated in  macroeconomics,  a  move 
he  says  has  helped  him  in  managing 
the  Stones'  business. 

At  46,  Jagger  sees  himself  carrying 
on  as  an  entertainer  but  also  has 
plans  for  playing  more  of  a  role  in 
business.  "I  think  I  have  a  certain 
aptitude  for  production  and  packag- 
ing, and  I  enjoy  delegating,"  says 
Jagger.  "I'm  not  really  interested  in 
just  buying  things  and  letting  them 
sit  there.  What  I  do  like  to  do  is  to  get 
people  at  it,  encourage  them."  An 
acquisition  in  music  publishing 
might  be  a  way  to  go,  Jagger  hints. 

If  Jagger  is  all  business,  Richards, 
who  grew  up  poor,  still  feels  a  bit 
awed  by  the  Stones'  wealth.  "All  this 
vast  amount  of  money  is  generated  by 
sitting  down  with  this  little  wooden 
instrument,"  Richards  says  dreamily. 
"It's  not  like  selling  baked  beans." 
You  don't  have  a  factory  to  make  rock 
'n'  roll.  ■ 
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A  LUXURY  CAR  THAT 
RESISTS  TIME. 


People  talk  of  'timelessness'  generally  in  refer- 
ence to  some  inexact  quality  such  as  elegance 
or  prestige. 

What  we  mean  when  we  say  that  an  Infiniti 
car  (such  as  the  Q45  sedan)  resists  time  is  that 
your  enjoyment  of  the  car  will  not  diminish 
over  time. 

One  thing  that  owners  of  other  cars  often 
comment  on  as  a  measure  of  when  their  car 
has  passed  being  'new'  is  when  the  new  car 
smell  dissipates.  (Admittedly  a  small  item, 
but  of  some  psychological  significance.) 

This  aroma  of  newness  is  primarily  the  smell  of 
adhesives  used  inside  the  cars.  We  avoided 
the  use  of  those  adhesives,  preferring  instead 
the  natural  aroma  of  the  leathers  which  im- 
proves over  time. 

Passage  of  time  leads  to  duller  paint  surface 
finishes  and  the  loss  of  a  new  car's  'wet'  look. 
Because  we  employ  an  entirely  new  painting 
process,  we've  achieved  a  surface  reflectivity 
so  lasting  that  there  is  no  need  to  wax  for  sev- 
eral years. 


With  almost  no  effort,  an  Infiniti  will  shine 
beautifully  under  any  condition. 

Heat  reflective  rear  window  glass  is  used  to 
help  keep  the  fabrics  and  colors  inside  the 
cars  from  fading  under  strong  sun  over  time. 

Ashtrays,  the  glove  compartment  door— whose 
hinges  and  slides  tend  to  stick  or  fail  with 
extended  use  —  were  fitted  with  smooth  oper- 
ating  damper  mechanisms  for  consistent 
smooth  operation. 

The  use  of  conventional  lighting  was  avoided 
in  the  design  of  the  instrument  panel  —  the 
benefit  is  simple,  visible  gauges  which  are 
not  only  readable,  but  help  reduce  eye-strain 
during  prolonged  periods  of  night-driving. 

The  reason  to  dwell  on  such  things  is  they 
describe  a  fundamentally  Japanese  tradition 
of  respect  for  beauty  and  a  desire  to  preserve 
and  prolong  that  beauty  over  time. 

For  more  information  or  for  the  name  of  the 
Infiniti  dealer  nearest  you,  call  1-800-826-6500. 

Thank  you. 
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Australian  Christopher  Skase  is  betting 
$750  million  that  he  can  beat  the  jinx  on 
outsiders  making  it  big  in  Hollywood. 

Stranger  in  a 
strange  land 


By  Lisa  Gubernick 


Qmtex  Group's  (  bristopber  Skase 

Hollywood  gasped  as  he  sacrificed  profits  for  an  image. 


W'  e  don't  go  for  strangers  id 
Hollywood,"  said  Celia  Bral 
dy,  the  protagonist  of  F.  Scotl 
Fitzgerald's  TJie  Last  Tycoon,  which  rel 
mains  after  all  these  years  one  of  thi[ 
best  portraits  of  life  in  Hollywood! 
Yet  rich  outsiders — from  HowarJ 
Hughes  to  Joseph  P.  Kennedy  to  Marl 
vin  Davis — keep  knocking  on  moviel 
land's  door.  The  latest  to  try  on  a  hug(| 
scale  is  a  41 -year-old  Australianl 
Christopher  Skase. 

In  Aussie  entertainment  circles  thid 
ruggedly  handsome  onetime  stock] 
broker  and  financial  journalist  is  all 
ready  a  big  name.  He  is  chief  execul 
tive  and  controlling  shareholder  o: 
Brisbane,  Australia-based  Qintex 
Group,  a  resort  and  media  conglomer 
ate.  Down  under,  Qintex  owns  three 
resorts  and  five  Australian  tv  sta 
tions — roughly  $2.25  billion  in  assets. 

Five  months  ago  Skase  made  a  $1 
billion  lunge  at  the  big  time.  He  an- 
nounced that  his  publicly  tradec 
(over-the-counter)  U.S.  company  was 
buying  mgm/ua  Communications 
from  Hollywood  dealster  Kirk  Kerkor- 
ian.  The  deal  included  the  ua  movie 
distribution  system  plus  its  extraordi- 
nary library,  which  includes  14  fames 
Bond  films  along  with  the  Pink  Pan- 
ther and  Rocky  series.  Prestige  goes 
with  the  deal,  too,  because  United 
Artists  is  the  company  founded  some 
70  years  ago  by  Mary  Pickford,  Doug- 
las Fairbanks,  D.W.  Griffith  and 
Charles  Chaplin  as  their  declaration 
of  independence  from  the  big  studios. 

The  deal  itself  is  a  typical  Kerkorian 
maze  of  complexity.  Kerkorian  will 
help  pay  for  the  purchase  by  buying 
back  the  mgm  trademark  lion,  a  frac- 
tion of  the  film  library  and  mgm's 
television  operation  for  $250  million. 
Skase  hasn't  yet  got  the  money  in 
hand,  but  Kerkorian  has  issued  a 
proxy  for  the  sale  and  Skase's  hand- 
picked  executives  are  already  in 
charge  at  United  Artists.  It  looks  as  if 
the  deal  will  get  done  in. 

Moreover,  Skase  prudently  wet  his 
toes  in  the  Hollywood  waters  before 
jumping  in  all  the  way.  In  1987  Qin- 
tex bought  a  controlling  stake  in  the 
old  Hal  Roach  Studios,  merged  it  the 
following  year  with  Robert  Halmi, 
Inc. — a  big  miniseries  producer.  Skase 
then  renamed  the  company  Qintex 
Entertainment. 

But  Skase  has  a  jinx  to  beat.  Holly- 
wood history  is  replete  with  tales  of 
men  who  have  made  fortunes  in  other 
industries  and  never  managed  to  suc- 
ceed on  the  silver  screen.  Skase  cer- 
tainly faces  some  obstacles.  To  raise 
the  remaining  funds  he  needs  to  close 
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This  timer  tells  a  dishwasher 
what  to  do  and  when  to  do  it.  Over 
and  over  and  over  again. 

It's  made^to  last.  And  it's 
made-to-order.  With  features 
designed  for— and  with— one  of 
bur  customers. 


LAt  Eaton,  that's  how  we 
ork-as  part  of  your  team.  Solv- 
>ing  today's  problems.  Antici- 
gating  tomorrow's  needs.  For 
everything  from  automobiles  to 
aircraft,  power  tools  to  trucks. 

We  do  more  than 
make  parts.  We  manufac- 
ture solutions.  *- 


manufacture  solutions. 


_ ^ 
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The  SonyTnnitron  XBR. 
ItburTypical  O  ver-Achiever. 

To  the  acknowledged  brilliance  of  thelrinitron  XBR  picture, 
Sony  adds  SRS  stereo-a  sound  advancement. 


When  is  good  not  good  enough?  When  is  acceptable  unaccept- 
able? When  you're  Sony  Trinitron"  XBR™ TV,  and  over-achieving  runs 
in  the  family. 

Ever  since  the  creation  of  the  first  Trinitron  television  20  years 
ago,  Sony  has  continued  to  epitomize  the  much-overused  phrase 
"owning  the  best."  A  description  earned  by  the  realism  of  its  picture, 
its  unquestioned  reliability,  and  now,  its  stereo  sound  breakthrough. 

The  Trinitron  XBR  picture. 
Exciting.  Extraordinary.  Exclusive. 

At  the  heart  of  the  astonishing  Trinitron  XBR  TV  is  its  astonishing 
picture.  And  this  year,  the  brilliant  color  is  even  more  brilliant.  The 
sharp  resolution  even  sharper.  And  the  impeccable  detail  even  more 
detailed-thanks  to  a  series  of  technical  enhancements  like  our  CCD 
Color  Pure  Filter™  and  new  Dynamic  Color™  circuitry. 

Now  Sony  presents  SRS."  The  biggest 
breakthrough  in  sound  since  stereo  itself. 

Until  now,  television  sound  has  been  a  real  under-achiever. 
Because  hidden  in  every  stereo  television  program  is  a  spectrum  of 
great  sounds  ordinary  televisions  haven't  been  able  to  deliver. 

Now  SRS-Sounc/  Retrieval  Sysrem — finally  does  deliver  television's 
full  audio  performance.  The  magic  behind  SRS  lies  in  the  sophisticated 
circuitry  which  duplicates  the  way  our  ears  hear-a  technology  which 
reprocesses  the  audio  signal  to  add  depth,  width  and  dynamics. 

The  result  is  sound  that's  more  real.  More  intense.  Sound  you  can 
almost  reach  out  and  touch.  From  virtually  any  spot  in  the  room, 


because  there's  no  narrow  sweet  spot.  The  great  SRS  stereo  sound 
envelopes  you,  with  no  extra  speakers  or  expensive  add-ons.  And 
Sony  is  the  first  to  bring  it  to  you  in  television. 

More  ways  to  enjoy  the  television  that  does  more. 

The  new  Trinitron  XBR  TVs  give  you  exciting  new  ways  to  change 
the  scene  on  your  screen.  Some  models  even  have  advanced  digital 
picture-in-picture  to  let  you  instantly  switch  to  a  split  screen,  inset 
picture,  or  view  an  instant  replay.  And  our  channel  index  feature  lets 
you  sample  seven  programs  simultaneously.  All  thanks  to  Trinitron 
XBR  TV's  unique  combination  of  2  built-in  tuners,  so  you  don't  need 
any  additional  video  source. 

And  its  A/V  window  on-screen  displays  guide  you  through  the 
advanced  XBR  features-like  the  programmable  timer,  channel  cap- 
tioning, even  storing  picture  settings  for  3  different  video  sources. 

The  rarest  of  combinations. 
A  beautiful  face  and  a  beautiful  voice. 

The  new  family  of  Trinitron  XBR  TVs  unquestionably  take  televi- 
sion to  a  new  level— a  level  where  brilliance  in  sight  and  sound  are  in 
harmony.  Add  their  other  remarkable  capabilities,  and  you  can 
see  why  we  describe  these  27"and  32"  televisions  not  merely  as 
achievements,  but  over-achievements. 


ON.-OFF     TIMEP 
CHANSEL     BLOCK 
VIDEO    LABEL 
CHAN'. 


©  1989  Sony  Corporation  of  smerico  Sony.  Trinitron.  XBR,  Color  for*  Wtei  one  Dynamic  Picture  ore  registered  Irodemorks  ol  Sony  SRS  is  o  trademork  ol  Hughes  A.tcroft  Compony,  o  subs.d.oiy  ol  GM  Hughes  Electronics  Simulated  IV  recept.on 
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.  \  mily great  hotel 
in  the  eity's  greatest  location 

Fifth  Avenue  and  55th  Street 


flu  Peninsula,  .New  York 

III  (212)847-8800 
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Chaplin,  Pickfbrd  and  Fairbanks,  around  the  time  they  founded  I  fitted  .Artists 
These  days,  UA  is  banking  on  James  Bond  and  Barbra  Streisand. 


his  studio  deal,  Skase  will  probably 
have  to  sell  S500  million  in  common 
and  preferred  stock  of  Qintex — poten- 
tially trebling  the  common  equity 
base  to  60  million  shares.  Faced  with 
this  potential  dilution,  Qintex'  U.S. 
shares  dropped  nearly  13%,  to  8. 

And  that's  not  all.  Skase  looks  to 
have  bungled  one  of  his  first  big 
moves  at  United  Artists.  A  few  weeks 
ago  United  Artists  pulled  out  of  a 
movie  that  was  virtually  guaranteed 
to  be  profitable,  reportedly  because 
the  studio  didn't  want  its  image  sul- 
lied by  horror  films.  The  film,  (.'Juki's 
Play  II.  is  a  sequel  to  the  1988  hit 
about  an  ax-wielding  Cabbage  Patch- 
type  doll  possessed  by  a  psychopathic 
killer.  Last  year  the  first  Quid's  Play 
brought  in  $14  million  in  film  rentals, 
the  fourth-highest  earner  for 
mcjm/ua.  In  Hollywoodcse,  Skase  put 
the  film  into  turnaround,  meaning 
United  Artists  relinquished  its  right 
to  make  the  sequel  to  the  movie's 
producer,  putting  the  project  up  for 
bidding  (United  Artists  received  none 
of  those  proceeds). 

In  an  industry  where  sequels  such 
as  Gbostbusters  II  and  A  Nightmare  on 
Elm  Street  V  are  virtually  money  in  the 
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bank,  Skase's  move  makes  little  fi- 
nancial sense.  "I  think  the  decision 
was  insane,"  said  a  competing  studio 
executive.  "Child's  Play  may  not  be 
Rainman,  but  it's  a  solid  project,  and 
they  need  product  for  their  distribu- 
tion pipeline." 

After  letting  Child's  Play  go,  what  has 
the  company  got?  There's  the  James 
Bond  franchise.  Unfortunately,  007 
has  gotten  a  bit  shopworn;  though 
Licence  to  Kill  did  respectably  abroad,  at 
home  it  pulled  in  a  disappointing  $34 
million  in  box  office  receipts.  The  hot- 
test original  project  on  the  boards  is  a 
screen  adaptation  of  Pat  Conroy's 
bestselling  novel,  Prince  of  Tides,  a  $30 
million  project  that  Barbra  Streisand  is 
slated  to  both  star  in  and  direct.  The 
last  Streisand-directed  project,  Nuts, 
was  a  box  office  disappointment. 

Yes,  Qintex  has  had  one  smashing 
success:  the  television  miniseries 
Lonesome  Dove,  for  which  it  put  up  $4 
million  and  from  which  it  made  more 
than  $5  million. 

That  success  may  have  whetted 
Skase's  appetite.  But  Hollywood  has 
dictated  that  he'll  need  a  couple  more 
home  runs  in  order  to  truly  make  it. 
Lots  of  luck,  Christopher.  ■ 
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LIFE  AT 
ITS  BEST 


For  the  last  50  years 

Northwestern  Mutual  Life  has  ranked 

first  in  dividend  performance 

for  its  policyowners  more  times 

than  any  other  company. 


Northwestern 
MutualLife 

The  Quiet  Company® 


Source:  An  NML  study  of  20  year  interest-adjusted  cost  histories  for  comparable  ordinary  life  policies  as  published  by  Flitcraft  Compend  and  Best's  Flitcraft  Compend 
for  the  years  19401989.  Dividends  are  not  an  estimate  or  guarantee  of  future  results.  €  1989  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  WI 


The  price  of  gold  is  down,  way  down,  but 
fortunes  are  still  being  made.  Consider  the 
fantastic  story  of  Canada's  Corona  Corp. 

The  tenderfoot 

and  the 
claim  jumper 


By  James  Cook 


It  seemed  like  something  out  of  a 
Thirties  western:  Tenderfoot  geol- 
ogist invites  honchos  from  big 
mining  company  to  come  look  at  his 
company's  claim;  the  bad  big  boys  do 
him  out  of  his  rightful  share.  But  in 
the  end  virtue  and  justice  triumph. 

Only  the  scene  isn't  the  American 
West  but  a  shack  in  a  moose  pasture 


near  Hemlo,  Ont.,  in  the  Canadian 
wilderness  north  of  Lake  Superior. 
The  year:  1981.  The  prospect  is  gold, 
as  it  should  be;  the  geologist  David 
Bell  and  the  little  mining  outfit  he 
works  for  is  what  is  now  Toronto's 
midsize  Corona  Corp. 

Bell  calls  in  Lac  Minerals,  the  big 
mining  company.  Would  Lac  like  to 
joint  venture  a  mine  on  the  claim? 

Bell  figures  Corona  is  onto  some- 


thing pretty  significant,  a  broadly  dis 
seminated  volcanic  ore  body  tha 
spreads  in  pools  north  and  west  of  th 
claim  Bell  has  been  drilling.  Corona  i 
so  high  on  the  prospect,  it  is  trying  t< 
buy  the  adjoining  claims,  especiall 
the  Williams  claim  to  the  west. 

Lac  won't  do  any  more  than  agree  t« 
a  joint  geochemical  program.  Then 
just  as  in  the  movie  script,  Lac  acts  01 
the  offer,  but  not  in  the  way  Bel 
hoped  it  would.  Lac  goes  out  and  buy 
up  640  claims  on  adjacent  propert; 
and  begins  drilling  three  holes  in  area 
Bell  had  indicated  would  be  mos 
promising.  And  then  comes  th 
clincher:  Lac  gets  an  option  on  th 
Williams  property  on  its  own  an( 
leaves  little  Corona  out  in  the  cold. 

But  you  knew  that.  We've  all  seer 
the  movie. 

Corona's  principal  stockholder 
Murray  Pezim,  the  legendary  Vancou 
ver  mining  promoter,  takes  to  th( 
courts  to  get  the  Williams  mine  bad 
on  the  grounds  that  Lac  had  misusec 
confidential  information. 

It's  a  complicated  case.  The  Wil 
liams  prospect  wasn't  new.  Gold  hac 
been  discovered  there  in  1944,  anc 
soon  thereafter  Jack  Kerr  Williams, 
doctor  from  Salisbury,  Md.,  filed  11 
claims  on  the  property.  But  Jack  Wil 


Corona  Corp  President  Peter  Steen 

Gold  is  still  one  of  the  riskiest  ventures  around. 
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The  Fine  Art  Of  Flying 

by  Segui. 


cha  Gente  by  Antonio  Segui.  In  sympathetic  tribute  to  the  business  traveller,  the  Argentinian  painter  Segui  dedicated  his  work  to  the  new 
France  Express  Terminal  in  Paris  at  Charles  de  Gaulle  A  irport.  Voted  the  most  innovative  of  its  kind  today,  it  promotes  the  ease  of  passage 
I  quickness  between  all  of  our  connections  to  the  world.  Another  demonstration  proving  that  we  go  to  all  lengths  so  that  you  won 't  have  to. 


A  void  the  international  stress  set. 


THE  FINE  ART 
WSO?  FLYING 


AIR  FRANCE 


* 


At&T  computers 

mean  faster  recoveries  at  Rush -Presbyterian 

St.  Luke's  Medical  Center. 
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Chicago,  Illinois 

Ma\  4,1989 


Rush  didn't  want  to  just  survive  cost-cutting  in  the  healthcare 
industry'.  They  wanted  to  flourish.  So  to  help  them  compete 
better,  and  treat  their  patients  better,  AT&T  prescribed  a  distrib- 
uted networked  computing  solution.  Rush's  Leo  Henikoff,  M.D. 

|  and  Bill  Wellman,  and  AT&T's  Dan  Byers  review  the  hospital's 

l  new  Patient  Care  Information  Network. 

Rush:  You  know,  it's  been  a  tough  time 
for  hospitals.  But  even  though  10  in  Chicago 
have  closed,  we're  doing  well.  Especially  with 
the  new  system. 

AT&T:  Now  that  your  information  barri- 
ers are  gone. 

Rush:  That's  right.  Before,  no  one  was 
really  linked  up.  Our  doctors  couldn't  access 
clinical  data  and  pharmacology  on  the  same 
terminal.  To  make  matters  worse,  some  depart- 
ments were  actually  duplicating  data  entry 

AT&T:  But  now  many  of  your  depart- 
ments are  networked.  And  not  just  those 
throughout  your  campus— but  all  over  the 
Chicago  area.     * 

Rush:  It's  easier  too,  since  it's  one  system 
now  Our  AT&T  3B2  Computers  make  great 
file  servers  to  our  mainframes.  And  with  your 
6386  WGS  desktops  at  the  nursing  stations, 
data  is  right  at  the  end  of  a  light  pen.  In  fact, 
our  residents  say  they're  saving  hours  in  run- 
around  time. 

AT&T:  Don't  forget  about  the  AT&T 
StarLAN  and  StarGROUP  network  that  links 
your  Compaq  and  IBM  PCs  with  the  AT&T 
WGS  computers. 

Rush:  Sure.  Plus  the  AT&T  ISN  is  the  heart 


of  our  network.  It  links  an  IBM  3083  for 
accounting,  a  VAXcluster  for  lab  tests,  a 
Tandem  host  for  pharmacy  records,  and  AT&T 
3B2's.  And  because  we 
move  around  so  much, 
the  ISN  and  AT&T 
SYSTIMAX  PDS  let  us 
plug  displays  or  PCs 
into  any  jack. 

AT&T:  So,  do  you 
think  another  solution 
would  have  had  the 
same  value? 

Rush:  Not  really. 
There  are  viable  alter- 
natives out  there.  But 
AT&T  is  the  most  cost 
effective.  Other  ven- 
dors aren't  really  one- 
stop- shops  either.  You 
helped  us  integrate  a 
very  complex  group 
of  systems,  trained  us, 
plus  you're  always 
there  for  us.  Now  and 
when  we  expand. 

AT&T:  What  about 
your  clinical  staff? 
Have  they  noticed  the 
change? 

Rush:  Without  a 
doubt.  Our  doctors  and 
nurses  can  now  spend 
much  more  time  with 
patients  since  they  have 
faster  access  to  information.  Bottom  line,  we 
feel  good  about  going  with  AT&T. 


The  Rush 
Computer  Solution 


■IJIWiMWKlgHI 


To  help  reduce  the  hospitals  operating 
costs  ,in<l  enhance  healthcare  quality  To 
create  a  distributed  networked  compui 
ing  solution  that  eliminates  obstacles 

within  the  Medical  (.enters  information 
System  and  conned  departments  on 
campus  and  throughout  the  greater 
Chicago  area. 


An  AT&T  Integrated  Campus  Network  in 
which  an  AT&T  Information  Systems  Net 
work  and  AT&T  SYSTIMAX™  Premises 
Distribution  System  support  3,500  doc 
tors,  nurses  and  other  health  profession 
als.  AT&T  StarLAN  and  StarGROUP™  link 
PCs  from  other  manufacturers  to  AT&T. 
AT&T  3B2  ( .( tmputers  act  as  file  servers  to 
mainframes  ATST  6386  WorkGroup  Sys 
icms  are  high-performance  desktop  com 
puters  within  the  hospital  and  are  file 
servers  for  StarLAN. 


IHI  KIM  lis       % 

Doctors  and  nurses  have  patient  clinical 
information  on-line  for  instant  access,  so 
they  can  spend  more  time  with  their 
patients.  Costs  have  been  reduced.  And 
Rush  is  maintaining  its  national  reputation 
as  a  leading  healthcare  provider 
Call  your  AT&T  Account  Executive,  AT&T 
Authorized  Value-Added  Reseller,  or  I  800 
247-1212,  Ext.  529. 

Your  Computing  Systems 

and  Networking 

Solutions  Company 


VAXclusier  is  a  trademark  of  Digital  Equipment  Corp  IBM  is  a  registered  trademark  of  International  Business  Machines  Corp, 
Tandem  is  a  registered  trademark  of  Tandem  Computers.  Inc  Compaq  is  a  registered  trademark  of  Compaq  Computer  Corp  StarGROLT  and  SYSTIMAX  are  trademarks  of  AT&T.  ©I989AT&T 
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liams  died  in  1953,  and  it  wasn't  until 
mid- 1981  that  both  Corona  and  Lac 
began  pressuring  his  widow,  Lola  Wil- 
liams, to  sell  them  the  claim. 

For  Lola  Williams,  it  wasn't  a  very 
difficult  choice.  Lac  Minerals  was  a 
seasoned  company  with  the  financial 
resources  to  mount  a  C$250  million 
mining  venture,  whereas  Corona  was 
one  of  Canada's  thousands  of  junior 
mining  companies  with  more  moxie 
than  money. 

So  Williams  sold  out  to  Lac — for 
C$250,000  in  cash  and  1.5%  of  the  net 
smelter  production  of  the  mine — even 
though  Lac  offered  only  half  as  much 
as  Corona  did.  Lac's  money  was  cer- 
tain; Corona's  wasn't.  Lac  got  its 
mine  in  production  three  years  ago,  so 
Lola  Williams  will  get  around 
$2.7  million  on  this  year's 
490,000-ounce  output,  per- 
haps $2.9  million  on  the 
520,000  expected  next  year. 

While  the  lawsuit  dragged 
through  the  courts,  Corona  be- 
gan looking  for  another  part- 
ner to  develop  its  original 
claim  and  wound  up  with  Van- 
couver's up-and-coming  Teck 
Corp.  (Forbes,  Nov.  2,  1987). 
Teck  drove  a  hard  bargain.  It 
would  share  50-50  in  the  origi- 
nal Corona  claim,  now  the  Da- 
vid Bell  mine,  one  of  the  larg- 
est and  lowest-cost  gold  mines 
in  the  world;  it  would  also 
share  50-50  in  whatever  pro- 
ceeds the  litigation  against  Lac 
might  eventually  yield. 

Soon  thereafter  Murray  Pe- 
zim  lost  control  of  Corona  to 
Ned  Goodman,  a  Toronto  in- 
vestment manager  (Beutel 
Goodman)  and  the  head  of  a 
group  of  smallish  gold  mining 
companies  that  were  merged 
with  Corona  last  summer. 
Goodman  had  ambitions  of 
turning  Corona  and  its  affiliates  into  a 
major  mining  enterprise,  and  called  in 
a  former  Inspiration  Resources  Corp. 
mining  executive,  Peter  Steen,  to  run 
the  show.  Meanwhile,  the  lawsuit 
against  Lac  continued. 

Steen  set  about  collecting  a  group  of 
low-cost  gold  properties  throughout 
North  America — British  Columbia, 
Nevada,  Ontario,  Saskatchewan, 
Mexico — along  with  major  portfolio 
investments  in  a  handful  of  other 
promising  mining  and  exploration 
companies.  Among  them:  Murray  Pe- 
zim's  Prime  Resources,  which  this 
summer  made  another  major  gold 
strike  in  northern  British  Columbia. 
With  the  Teck  partnership  to  give  it 
financial  credibility,  Corona  was  able 
to  finance  most  of  its  new  projects 


with  gold  loans  from  the  banks.  In 
effect,  it  sold  the  gold  forward. 

"We  don't  waste  any  time,"  Steen 
says,  "trying  to  guess  what  the  price 
of  gold  is  going  to  be.  We  concentrate 
on  something  we  can  control,  and 
that's  the  production  cost  per  ounce." 
Steen  set  $215  an  ounce  as  his  target, 
versus  the  $249  an  ounce  the  industry 
currently  averages,  as  a  protection 
against  falling  prices. 

Steen  and  Goodman  also  had  ambi- 
tions of  moving  beyond  gold  entirely, 
and  this  past  summer  acquired  60% 
control  of  a  New  York  City-based  oil 
and  gas  outfit,  Avalon  Corp.,  as  a  ve- 
hicle for  expansion  in  other  areas,  and 
folded  in  Corona's  own  boric  acid, 
mica  and  oil  and  gas  interests.  "We 


Tfje  Williams  mine  near  Hetnlo,  Otu. 

For  $212  million  cash,  billions  in  mineral  values 


want  to  be  a  low-cost  producer  in  any- 
thing we  buy,"  Steen  says. 

Gold  mining  is  a  risky  business, 
however,  and  while  Teck  was  getting 
the  David  Bell  mine  into  production, 
the  Goodman  combine  launched  an- 
other major  project  on  its  own — the 
$70  million  Nickel  Plate  mine  in  Brit- 
ish Columbia — and  came  a  cropper  in 
a  fairly  big  way.  Whatever  the  feasibil- 
ity studies  suggested,  the  gold  just 
wasn't  there  in  the  quantities  project- 
ed, and  a  mine  that  was  expected  to 
produce  gold  at  well  below  $200  an 
ounce  last  year  produced  gold  at  $354 
an  ounce,  with  $380  in  prospect  this 
year.  Which  is  why,  Goodman  ex- 
plains, Corona  has  got  10  or  12  mines 
rather  than  one.  "It's  not  for  nothing  a 
successful  gold  mine  has  a  very  high 


rate  of  return  on  invested  capital,"  h< 
says.  "You  run  through  a  lot  of  deac 
bodies  before  you  get  a  live  one." 

Our  story,  like  a  Hollywood  movit 
of  yore,  has  a  happy  ending.  Steer 
brought  Corona  along  pretty  fast.  Av 
eraging  all  the  mines  together,  pro 
duction  costs  are  running  at  $220  ar 
ounce,  within  shooting  distance  o 
Peter  Steen's  $215-an-ounce  target 
The  profit  payoff  should  come  this 
year  after  many  delays.   (Last  yeai 
there  was  a  C$108  million  writeoff  on 
the  Nickel  Plate  investment;  this  yeai 
gold  prices  are  down,  and  Corona  has 
had  to  absorb  the  unexpectedly  high 
cost  of  an  unsuccessful  attempt  to 
take  over  another  gold  mining  outfit. 
And  the  claim-jumping  lawsuit?  In 
August,  after  eight  years  of  lit 
igation,  the  Supreme  Court  o 
Canada     affirmed     Corona's 
right  to  the  Williams  mine  anc 
ordered    Lac    to    surrender 
property    conservatively    val- 
ued at  as  much  as  C$2  billion 
for  the  C$212  million  it  had 
spent  on  the  mine.  Williams 
will  clearly  send  Corona's  sec 
ond-half  earnings  into  orbit 
Says  Steen:  "It  roughly  dou 
bles  what  we've  been  earning 
before." 

For  Corona,  the  Williams 
award  moves  the  company  de- 
cisively into  the  big  time. 
With  over  C$400  million  in 
revenues  in  prospect  this  year 
and  maybe  C$50  million  in 
net,  Corona  now  ranks  as  the 
largest  producer  of  gold  in  all 
Canada  and  perhaps  second  or 
third  in  all  North  America. 
More  important,  Corona  and 
Teck  will  be  able  to  push 
ahead  in  exploring  the  enor- 
mous potential  of  two  zones  of 
the  Williams  property  that 
have  scarcely  been  touched, 
analysts  are  predicting  Wil- 
will  go  to   1   million  ounces 


Some 
liams 

within  three  or  four  years,  up  from 
500,000  this  year.  At  that  level  Wil- 
liams could  be  contributing  as  much 
as  C$75  million,  or  55  cents  a  share, 
to  Corona's  total  net. 

For  Lac  Minerals,  the  adverse  Su- 
preme Court  decision  has  put  the 
company  at  risk.  With  nearly  C$5  a 
share  in  cash,  versus  a  current  market 
price  of  around  C$11,  Lac  could  be- 
come an  appealing  takeover  target. 

If  this  were  the  movies,  you  could 
imagine  Corona  ending  up  taking  Lac 
over  itself.  Steen  admits  Corona  is  in 
the  market  for  acquisitions,  and  at  the 
proper  price  Lac  would  fit  better  than 
most.  But  this  is  real  life,  not  the 
movies.  Isn't  it?  Isn't  it?  ■ 
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Mlie  Quest  Fbr  Knowledge, 
Mayvk  Surest  A  Shortcut 


The  path  to  knowledge  is  full 
of  wrong  turns.  Unless,  of  course, 
you  follow  NEXISf 
the  world's  largest, 
easiest-to-use,  full- 
text  information 


service. 

And  with  the 
recent  introduction 
of  the  NEXIS  News  Plus™  software: 
finding  important  information  is 


easier  than  ever.  Like  a  quick  update 
on  a  competitor.  The  latest  world 
news  that  impacts 
your  business.  Or, 
insightful  profiles 
of  international 
personalities.  Even 
timely  and  concise 
information  about 
recent  government  regulations. 
And  with  over  650  sources  of 


information  to  draw  from,  you'll 
find  it  last  on  the  NEXIS  service . 

If  you're  puzzling  over  a 
project  and  you  need  information, 
call  your  NEXIS  representative  at 
1-800-541-6886  and  arrange  for  a 
demonstration.  We  can  make  your 
quest  for  knowledge  a  much  more 


rewarding  trip. 

NEXIS 


i 


•NEXIS  News  Plus  software  reauires  an  BV  compatible  PC  with  a  hand  disk,  at  least  640K  and  D  ©  1989  Mead  Data  ( tent  nil.  In    Ml  rights  reserved.  NEXIS  is  a  registered 

'trademark  for  informal  ion  products  and  services  ol  Mead  Data  Central.  Inc.  NEXIS  News  Plus  is  a  trademark  for  a  software  pn  dui  I  -  ll  Mead  Data  Central,  UK 


The  Up  &  Comers 


Niches 


The  design  is  almost  30  years  old  and  four 
owners  have  given  up,  but  the  sleek  Avanti 
has  found  yet  another  sponsor. 

The  car  that 
wont  die 


By  Steve  Kichen 


John  J.  Cafaro,  37,  and  his  wife,  Jan- 
et, also  37 — real  estate  is  their  busi- 
ness^— have  caught  the  auto  bug.  Most 
Americans  have  it  in  one  degree  or 
another,  but  the  Cafaros  have  caught 


the  most  virulent  form.  The  Youngs- 
town,  Ohio  couple  have  bought  them- 
selves an  auto  company. 

The  Cafaros  are  the  latest  owners  of 
the  Avanti.  The  car  and  the  company 
have  a  romantic  but  unlucky  history. 
Created  by  legendary  designer  Ray- 


mond Loewy  and  introduced  by  Stu- 
debaker  in  1962,  the  eye-catching  de- 
sign of  the  four-seat  sport  coupe  sur- 
vived the  1963  demise  of  the  parent 
company's  U.S.  operations.  The  de- 
sign, dies  and  name  were  purchased  in 
1964  by  Nathan  Altman  and  Leo 
Newman,  who  continued  building 
the  cars  in  part  of  the  sprawling  old 
Studebaker  plant  in  South  Bend,  Ind. 
Altman  died  in  1976.  His  brother  Ar- 
nold sold  the  company  in  1982  to  an- 
other auto  hopeful,  Stephen  Blake.  Af- 
ter Blake  ran  into  problems,  Michael 
Kelly,  a  South  Bend  native  whose  fa- 
ther once  supplied  tires  for  the 
Avanti,  bought  the  company  in  1987 
from  a  South  Bend  bankruptcy  court 
for  $722,000.  The  Cafaros  bought  half 
of  Kelly's  interest,  and  then  in  August 
1988  bought  him  out  entirely. 

John  Cafaro  claims  that,  unlike  his 
predecessors,  he  is  more  interested  in 
creating  jobs  than  in  the  romance  of 
cars.  Two  years  ago  he  moved  opera- 
tions out  of  the  South  Bend  hulk  to  a 
former  ltv  steel  products  plant  in  his 
hometown  of  Youngstown,  325  miles 
away.  Unemployment  is  high  in 
Youngstown  because  of  the  massive 
cutbacks  in  steel.  Cafaro  hopes  that 
Avanti  will  not  only  create  jobs  in 


k  Van  Antwerp 


John  !  Cafaro,  president  of  Avanti 

He  wants  to  build  a  world-class  automobile  and  create  jobs  in  Youngstown. 
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itation  III  Buyers  Ge 
ree  Parts,  Free  Laboi 
ree  Maintenance 
[For  Four  Full  Ifears. 


YICHTTA,  KANSAS  -  Cessna 
Aircraft  Company  has  announced 
in  unprecedented  no-cost  mainte- 
nance program  for  customers  who 
purchase  a  Citation  HI  business  jet 
before  December  31,  1989. 

Called  the  Total  Confidence 
Contract,  the  guarantee  covers  the 
cost  of  all  maintenance  performed 
on  a  Citation  III  during  the  first  four 
years  or  2,400  flight  hours.  Engine 
and  auxiliary  power  unit  repairs 


"•^^SMSRSJaBL""""'* 


Buy  a  Citation  III  during  1 989,  and 
you  11  pay  nothing  for  upkeep  or  repair 
until  at  least  1993. 

Not  one  red  cent. 

Nothing  for  parts,  nothing  for  labor 
nothing  for  routine  maintenance. 

This  Total  Confidence  Contract 
covers  every  inch  of  your  Citation  III 
except  the  engines  and  APU  -  which 
:he  manufacturer  s  own  service  contract 
Mil  cover  -  for  four  full  years,  and  a 
otal  of  2,400  flight  hours* 


Maintenance  will  be  performed  in 
any  Cessna  Citation  Service  Center  in 
the  U.S.  (You'll  have  no  trouble  finding 
one.  We  operate  more  exclusive  jet 
service  centers  than  the  rest  of  the 
industry  combined.) 

No  other  jet  manufacturer  has 
ever  made  an  offer  like  the  Total 
Confidence  Contract. 

But  perhaps  nobody  else  has  ever 
had  such  a  total  confidence  in  their 
product's  reliability. 


For  more  information,  write 
Roy  Norris,  Senior  Vice  President  of 
Marketing;  Cessna  Aircraft  Company- 
Box  7706;  Wichita,  KS  67277  Or  call 
1-800-4-CESSNA. 


CITATION  III 


Cessna 

a  Geref  al  Oynamcs 
company 


New  hope  on  old  foundations.  In  urban 
renewal  programs  we  sponsor  from 
Houston  to  Cleveland,  we  are  helping 
non-profit  organizations  in  our  commu- 
nities rehabilitate  homes  for  low-income 
people  and  preserve  landmark  build- 
ings. The  count  so  far:  500  rehabbed 
and  new  housing  units,  38  historic 
buildings,  and  30  commercial  spaces. 
And  something  that  counts  for  even 
more:  symbols  of  urban  despair  turned 
into  symbols  of  pride. 





Raymond  Loewy's  four-door  Avanti 


According  to  legend,  the  original 
.sketch  for  the  Avanti  (Italian 
for  "forward")  was  done  on  a  scrap 
of  paper  by  Sherwood  Egbert,  Stu- 
debaker president,  while  he  was  on 
an  airplane.  Raymond  Loewy  was 
hired  to  turn  this  crude  drawing 
into  a  viable  production  automo- 
bile in  record  time  and  with  a  mi- 
serly budget. 

It  was  a  good  choice.  Loewy  was 
one  of  this  century's  most  influen- 
tial designers.  His  creations  ranged 
from  fashion  illustrations  to  the 
Coca-Cola  bottle,  the  Lucky  Strike 
logo,  refrigerators,  duplicating  ma- 
chines, Studebaker's  post-World 
War  II  automobiles,  and  even  New 
York's  radical  but  not  extremely 
popular  R-40  subway  cars. 

For  the  Avanti  project  Loewy  se- 
questered his  design  team  in  his 
California  desert  home.  Food  was 
stockpiled,  but  there  were  no 
women,  no  family  and  no  phones. 
Six  weeks  later  the  first  clay  mold 
was  delivered  to  Studebaker.  The 
car  had  to  be  built  with  a  fiberglass 
body  because  Studebaker  had  nei- 
ther the  time  nor  millions  of  dol- 
lars for  metal  tooling. 


Richard  Kjl\  arAlagnum 


Raymond  Loeuy  with  an  early  Avanti 

It  turned  heads  in  the  1960s  and  still  does  today. 


Raymond  Loewy  also  worked  on 
line  extensions  of  the  Avanti.  In 
1963  Loewy  had  two  new  proto- 
types built  by  French  coachbuilder 
Pichon-Parat.  One  was  a  fastback, 
the  other  a  notchback.  Because  of 
the  lack  of  funds  each  model  was 
built  with  a  two-door  configura- 
tion on  one  side  and  four  doors  on 
the  other.  These  cars  never  made  it 
past  the  model  stage:  The  Avanti 


coupe,  which  was  released  in  1962, 
attracted  much  attention  but 
couldn't  save  Studebaker. 

In  1986  Raymond  Loewy  died,  at 
the  age  of  92,  but  his  idea  for  a  four- 
door  Avanti  lives  on.  His  proto- 
types now  sit  in  a  comer  of  the 
Youngstown  plant  gathering  dust, 
but  the  first  production  four-door 
Avanti  rolled  out  of  the  factory  in 
August.— S.K. 


Youngstown  but  also  help  restore  the 
prestige  and  morale  of  the  city. 

Cafaro  says  he  thought  of  other 
businesses  to  help  Youngstown  before 
settling  on  Avanti.  "We  looked  at  a 
steel  shelving  company.  It  fit  in  real 
well,  but  after  you  create  the  100  or 
200  jobs  that  build  shelving,  the  ripple 
effect  dies.  I  don't  think  that  we  could 
have  brought  in  any  other  industry 
that  would  have  brought  the  degree  of 
attention  to  the  community  that 
Avanti  has  brought." 

The  Cafaros  are  not  shoestring  op- 
erators. The  Cafaro  Co.,  a  business 
that  was  started  by  John  Cafaro's  fa- 
ther and  uncle  in  1948,  is  reportedly 
the  seventh-largest  real  estate  firm  of 
its  type  in  the  U.S.  It  owns  and  oper- 
ates at  least  30  million  square  feet  of 
mall  space.  Among  their  properties: 
Eastwood  Mall  in  Nilcs,  Ohio;  Hun- 
tington Mall  in  Huntington,  W.  Va. 
and  Mill  Creek  Mall  in  Erie,  Pa.  Ac- 
cording to  Cafaro,  the  company's  net 
worth  exceeds  $1  billion.  Forbes'  es- 
timate: about  half  that. 

In  Youngstown,  according  to  an 
Avanti  official,  the  Cafaros  own  the 
north  side;  the  DeBartolos — once 
partners  with  the  Cafaros  on  some 
proiects— the  south. 


From  real  estate  to  autos  is  quite  a 
leap,  but  Janet  Cafaro  says  they  aren't 
worried.  "When  we  start  a  mall,  it  is 
three  or  four  years  before  the  mall  is 
actually  built,  by  the  time  you  buy 
the  property,  get  the  zoning.  We  know 
how  to  be  patient." 

For  starters,  the  Cafaros  have  in- 
vested an  estimated  $10  million  in 
Avanti.  Recently  they  signed  a 
$500,000  contract  with  Callaway  Ad- 
vanced Technology,  of  Old  Lyme, 
Conn.,  to  design  a  modern  chassis  and 
suspension  for  Avanti.  (For  the  last 
few  years  Avantis  have  been  built  on 
Chevrolet  chassis.)  Callaway  has 
done  design  and  engineering  for  gm, 


lack  Van  Anm  txp 


Road  test  in  Youngstown 

John  J.  Cafaro  in  a  new  Avanti. 


Aston  Martin,  bmw,  vw,  Daimler- 
Benz  and  others.  Its  sister  firm, 
Callaway  Cars,  produces  the  high-per- 
formance Callaway  Corvette. 

By  the  1991  model  year  Avanti  is 
supposed  to  have  a  new  chassis,  a 
more  powerful  Chevy  motor  and  an 
upgraded  interior.  A  four-door  model 
will  join  the  two-door  coupe  and  con- 
vertible this  fall.  Price:  $48,000.  In 
addition,  the  company  is  switching  to 
a  simplified  fiberglass  casting  process. 
This  cuts  down  the  number  of  molds 
necessary  to  build  the  car  from  around 
60  to  about  10,  and  will  reduce  the 
number  of  production  man-hours 
from  1,000  to  750.  The  average  De- 
troit automobile  takes  around  22 
man-hours.  The  Japanese  do  it  in  less. 

Handcraftsmanship,  however,  is 
one  of  Avanti's  selling  points.  "Our 
car  is  being  sold  to  the  person  that  can 
afford  really  any  car  he  wants  to  buy 
but  is  looking  for  a  car  that  makes  a 
personal  statement,"  says  Gary  G. 
Fielding,  vice  president  of  product  and 
dealer  development.  Fielding  spent  16 
years  at  American  Motors  in  various 
marketing  positions.  "Our  customers 
are  looking  for  something  different, 
but  they  don't  want  to  spend  $195,000 
for  an  Aston  Martin,  and  they  want 


1K0 


FORBES,  OCTOBER  2,  1989 


■ 


The 

New 

Tandy 

4000 

sx 


386™  performance 

at  a  price  you'd 

expect  from  a 

286  system. 


A  price/performance  break- 
through for  386-based  systems, 
the  new  Tandy  4000  SX  com- 
bines more  integrated  features 
than  ever  before  in  a  machine 
at  this  price. 

The  Intel®  80386SX  micro- 
processor combines  the  ability 
to  operate  high-performance 
80386  based  software,  as  well  as 
current  80286  and  8088  based 
software.  You  get  the  combina- 
tion of  32 -bit  performance  with 
16-bit  hardware  compatibility. 

This  means  the  Tandy  4000 
SX  insures  your  computer  in- 
vestment for  the  future.  As  a 


low-cost  alternative  to  an  ex- 
pensive 386  system,  you  won't 
be  left  behind  when  you  want 
to  move  on  to  more  advanced 
386  based  applications,  like 
MS®  OS/2. 

Built-in  VGA  graphics  give 
you  beautifully  detailed,  high- 
resolution  displays.  Add  a  color 
analog  monitor  and  create  as- 
tonishing graphics  using  a  pal- 
ette of  256,000  colors  for 
near-photographic  clarity. 

The  4000  SX's  SmartDrive™ 
Integrated  Drive  Electronics 
(IDE)  technology  allows  you  to 
add  high-performance  hard  disk 


Tandy  Computers:  Because  there  is  no  better  value.5 

SmartDrive/TM  Tandy  Corp.  Intel  and  386/TM  licensed  from  Intel  Corp. 
MS/licensed  from  Microsoft  Corp. 


drives  without  installing  a  sepa- 
rate disk  controller. 

The  new  Tandy  4000  SX. 
From  the  best-selling  family  of 
PC  Compatibles  in  America. 


Send  me  a  new  1990 
RSC-21  computer  catalog. 

Mail  to:  Radio  Shack,  Dept.  90-A-52-1 
300  One  Tandy  Center,  Fort  Worth,  TX  76102 
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Company . 
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City 

ZIP 


.  State . 


.  Phone . 
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COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 
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Your  Facility  of  Tomorrow: 
It  May  Not  be  a  Factory 

The  next  wave  of  international  competition  will  require  more 
than  state-of-the-art  factories.  Automated  distribution 
centers,  sophisticated  operations  centers  and  smart  office 
buildings  will  also  be  needed  for  the  global  marketplace. 

The  Austin  Company's  comprehensive  services  are  being 
applied  to  create  the  Facilities  of  Tomorrow  for  industries  of 
all  types.  These  services  span  the  continuum  from  concept 
development  to  total  implementation. 

More  and  more  companies  are  choosing  Austin  because 
of  the  broad,  industry-based  experience  represented  by  our 
professional  and  technical  staff.  That  experience  is  coupled 
with  absolute  objectivity,  free  of  any  commitments  to  pro- 
prietary systems  or  standard  equipment. 

We  encourage  you  to  talk  with  us  at  the  conceptual  stage 
about  the  requirements  for  your  Facility  of  Tomorrow. 

The  Austin  Company,  3650  Mayfield  Road,  Cleveland, 
Ohio  44121.  Telephone:  (216)  382-6600.  Facsimile:  (216) 
291-6684.  Offices  in  principal  cities. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 
DESIGNERS 
ENGINEERS 
CONSTRUCTORS 


the  convenience  of  getting 
the  car  fixed,"  adds  Janet 
Cafaro. 

For  the  first  time  since 
the  Studebaker  era,  the 
Avanti  is  getting  national 
advertising,  this  time  in 
such  publications  as  Town 
&  Country,  Architectural  Di- 
gest and  Automobile.  The 
firm  is  sponsoring  this 
year's  Palm  Springs  Vin- 
tage Grand  Prix.  The  Ca- 
faros  are  seeking  dealers 
of  prestigious  marques — 
Rolls-Royce,  Aston  Mar- 
tin, Ferrari,  Jaguar  and 
Lamborghini.  "By  putting 
the  Avanti  in  a  Rolls- 
Royce  dealership  or  a  Jag- 
uar dealership,  you  don't 
have  to  justify  its  price," 
observes  Janet  Cafaro. 

The  Cafaros  claim  to  be     

building  350  cars  a  year  and  are  confi- 
dent about  their  plans  to  raise  this 
eventually  to  1,000.  They  make  it 
sound  so  easy  one  wonders  why  there 
aren't  dozens  of  thriving  specialty 
automakers.  Stephen  Blake  tells 
Forbes  why.  Blake,  45,  owns  a  suc- 
cessful real  estate  development  and 
consulting  business  in  Washington, 
D.C.,  but  he  was  so  drawn  to  the 
Avanti  that  he  purchased  the  compa- 


Assembly  of  the  new  four-door  Avanti 

It  still  takes  750  man-hours  to  build. 


ny  back  in  1982. 

"I  still  think  it  is  one  of  the  best- 
looking  cars  in  the  world,"  says  Blake. 
"But  I  bought  a  mom-and-pop  compa- 
ny that  was  building  a  20-year-old  car 
on  a  40-year-old  chassis  with  70-year- 
old  workers  in  a  100-year-old  plant." 
Blake  redid  the  brakes,  steering,  drive- 
train  and  interior.  Under  Blake,  pro- 
duction was  more  than  doubled,  to 
almost  400  cars  in  1983.  Then  disaster 


Jjtk  Van  Antwerp 

struck.  A  major  problem 
surfaced  in  the  paint  shop. 
"Sometimes  you  could 
pull  the  paint  off  a  whole 
door.  It  was  unbeliev- 
able," explains  Blake. 
With  assistance  from 
General  Motors  and  oth- 
ers, the  paint  problem  was 
eventually  solved,  but  it 
was  too  late.  Blake's  bank, 
First  Source,  had  become 
uncooperative.  Without 
credit  and  with  a  para- 
lyzed production  line, 
Avanti  was  forced  into 
Chapter  11  in  June  1985. 
What  would  Blake  do 
differently  next  time? 
"First  of  all  I  would  have  a 
lot  more  money,"  he  em- 
phasizes. He'd  also  want  a 
more  modern  plant  than 
the  antiquated  Studebak- 
er factory  he  acquired  in  1982. 

The  Cafaros  have  the  refurbished 
Youngstown  plant  and  say  they  have 
the  money.  They  still  have  their  work 
cut  out  for  them,  but  they're  pos- 
sessed by  a  dream.  The  Avanti,  de- 
spite its  spotted  history,  is  headed 
into  its  third  decade.  "It's  got  a  soul  or 
something.  I  don't  know  what  the  hell 
it  is.  The  makers  don't  survive,  but 
the  car  does,"  says  Stephen  Blake.  ■ 


PAY  TOLL 
AHEAD 


Did  you  know  that  some  mutual  funds  charge  you  a  "toll"  in  the  form  of  so-called  "12b-l"  distribution  fees? 
Named  after  the  SEC  rule  that  created  them,  12b-ls  allow  fund  managers  an  annual  dip  into  shareholders'  money, 
on  top  of  advisory  fees  and  operating  expenses,  to  cover  costs  like  advertising  and  broker  commissions. 

In  some  instances,  fund  families  also  charge  front-end  sales  charges  or  redemption  fees.  Do  these  fees  diminish 
investment  returns?  What  do  you  think?  I ( 

m     ten        „  . .     _        .  .  -.  _.  i\«WALUE  LINE  Mutual  Funds 

The  "Pure   No-Load  Alternative 


The  Value  Line  family  of  "pure"  no-load  funds  offers  you  a  better 
way.  By  dealing  directly  with  us,  you  don't  have  to  pay  any  com- 
mission charges  to  invest,  reinvest  dividends,  exchange  or  redeem 
shares.  And,  Value  Line  doesn't  impose  any  12b-l  fees,  either. 
That's  what  we  call  "pure"  no-load. 

What  this  means  to  you  is  that  100%  of  your  investment  dollars 
go  to  work  for  you  immediately — and  stay  working — for  the 
highest  possible  returns. 

Value  Line  offers  a  fund  or  combination  of  funds  to  meet  every 
investor  need.  Objectives  range  from  high  current  income  to  ag- 
gressive capital  appreciation. 

To  maximize  your  earnings  potential,  find  out  more  about 
"pure"  no-load  fund  investing  through  Value  Line  today. 

Please  return  the  attached  coupon  or 

Call  Toll-Free  anytime 

1-800-633-2252  (Ext.2500) 

or,  call  1-800-223-0818  during  business 

hours  in  New  York. 


711  Third  Avenue,  New  York,  NY  10017 


Please  send  me  more  complete  information,  including  a  free 
prospectus  for  the  fund(s)  I  have  checked.  I  understand  that 
the  prospectus  contains  more  complete  information  about  that 
fund,  including  all  charges  and  expenses.  I  will  read  the 
prospectus  carefully  before  investing. 

rvalue  Line  Cash  Fund  1 6AL 

jValue  Line  U.S.  Government  Securities  Fund 

JValue  Line  Income  Fund 

]Value  Line  Fund 

JValue  Line  Leveraged  Growth  Investors 

JValue  Line  Special  Situations  Fund 

JValue  Line  Aggressive  Income  Trust 

JValue  Line  Convertible  Fund 

JValue  Line  Tax  Exempt  Fund 

JValue  Line  New  York  Tax  Exempt  Trust 

(Not  available  in  all  states) 

Name 


Address, 
City     _ 


State 


Zip 


Telephone  Number  ( 
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Look  at  it  this  way  -  fiber  op 


This  fused  image  conductor  is  composed  of 

approximately  250,000  individual  optical 

glass  fibers  Each  fiber  transmits  a 

portion  of  an  image.  Combined 

they  conduct  the  bee's 

image  around  the 

bend. 
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en 
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The  eye  of  a  bee  is  made  up  of  about 
9,000  facets.  Each  facet  picks  up  a 
portion  of  an  image  which  is 
conducted  to  the  bee's  brain  along 
its  individual  optic  nerve. 

That's  how  the  bee  gets  to 

see  the  whole  picture. 

Fused  and  flexible  fiber 
optics  image  conductors  made  up 
of  glass  fibers  work  along  the  same 
lines.  The*  are  composed  of  some 
1  million  individual  glass  fibers. 


Each  fiber  transmits  a  por- 
tion of  an  image.  And  to  ensure  the 
composite  image  won't  get  out  of 
whack  en  route,  the  fibers  at  the 
output  of  the  image  conductor  must 
be  arranged  exactly  as  those  at 
the  input. 

Some     fibers     for     image 

conductors  are  as  thin  as  .00025  of 
an  inch.  They  consist  of  two  types  of 
glass:  an  inner  core  of  high 
refractive  glass  and  a  cladding  of 


lower  refractive  glass.  The  total 
reflection  at  the  boundary  between 
these  glasses  causes  light  tcj 
become  captured,  forcing  itto  travel 
along  the  entire  length  of  the  fiber] 
before  it  can  exit  at  the  output 
That's  why  it's  possible  to  conduct 
images  around  a  bend. 

Image     conductors     from 

Schott  Fiber  Optics  enable  you  to 
explore    the    hidden    reaches    of) 
cavities    which    are    not    directly 


Hovides  new  perspectives. 
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The  eye  of  a  bee  is  made  up  of 
approximately  9,000  facets. 
Each  one  picks  up  a  certain 
portion  of  an  image.  These  por- 
tions combined  result  in  the 
composite  image  which  the  bee 
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accessible  to  the  eye.  The  best 
known  application  of  such  image 
conductors  is  in  flexible  endo- 
scopes. They  allow  the  physician  to 
examine  the  body's  inner  organs  - 
and  to  even  operate  on  them  - 
without  major  surgery.  Flexible 
fiberscopes  with  fiber  optics  image 
conductors  also  save  mechanics 
the  trouble  of  having  to  dismantle  an 
entire  assembly. 
Fiber    optics    image    con- 


ductors are  just  one  example  of 
Schott's  R&D  achievements. 
Today's  emerging  technologies 
depend  on  special  glass  from 
Schott. 

Schott    worldwide:    50,000 

products,  42  production  facilities, 
represented  in  more  than  1 00  coun- 
tries, with  over  $  1  billion  in  sales. 

Schott     in     the     USA:     8 

companies  employing  more  than 
1,200  people. 


Would  you  like  to  know  more 

about  our  special  glass?  Write  to: 
Schott  Corporation,  Department  F6, 
3  Odell  Plaza,  Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 


Mass  murderers,  unethical  baseball  man- 
agers and  sexually  deviant  congressmen 
make  great  headlines.  Their  autographs 
usually  dont  make  great  investments. 

The  handwriting's 
off  the  wall 


By  Joe  Queenan 


This  year  America  celebrates 
two  very  different  historical 
events:  the  50th  anniversary  of 
World  War  II,  in  which  the  forces  of 
good  eked  out  a  victory  over  the  forces 
of  evil,  and  the  20th  anniversary  of 
Woodstock,  where  it  rained  for  three 
days  and  a  lot  of  hallucinogenic  drugs 
were  consumed.  So  guess  which  anni- 
versary is  more  important  to  auto- 
graph collectors. 
"Jimi   Hendrix,    Keith    Moon    and 


Jams  Joplin  ($1,000  each  for  a  signed 
photograph)  are  blowing  away  Dwight 
Eisenhower  |$200)  and  George  C. 
Marshall  ($100),"  says  Paul  Hartun- 
ian,  a  21 -year  veteran  of  the  autograph 
collecting  business.  "It's  a  close  call 
with  Patton,  and  Hitler  is  holding  up, 
but  generally  people  have  absolutely 
no  interest  in  the  history  of  the  Sec- 
ond World  War." 

Hartunian  reports  that  the  auto- 
graph collecting  business  has  been 
quite  robust  for  the  past  few  years. 
Not  surprisingly,  counterfeiting  has 


become  much  more  common. 

Ethics  generally  seems  to  be  taking 
a  beating  in  our  society,  but  that 
doesn't  mean  it's  worth  cornering  the 
market  in  the  John  Hancocks  of  John 
Hinckleys.  For  example,  Hartunian 
cautions  against  buying  Pete  Rose 
autographs,  just  as  he  warned  two 
years  ago  that  Ollie  North  autographs 
would  eventually  be  virtually  worth- 
less. (They  shot  up  from  zero  to  $100 
after  North's  indictment  and  are  now 
back  to  zero.) 

"Pete  Rose  is  just  a  dog,"  he  says, 
noting  that  Rose  has  flooded  the  mar- 
ket with  autographs  that  he  got  $15 
apiece  to  provide,  and  so  has  helped 
debauch  his  own  currency.  "You  can't 
give  away  a  Rose,  because  people  see 
what  a  jerk  he  is." 

He  says  the  same  is  true  of  dis- 
graced House  Speaker  Jim  Wright, 
Ivan  Boesky  and  Michael  Milken. 
"Say  what  you  will  about  John  D. 
Rockefeller  [$1,500  for  a  signed  Stan- 
dard Oil  certificate],  but  he  formed 
the  foundation  of  American  busi- 
ness," he  declares.  "Milken  didn't  do 
that." 

Forbes  parried  that  many  people 
think  junk  bonds  have  fundamentally 
altered  the  financial  landscape  of 
American  society.  Hartunian  shifted 
ground  a  bit: 

"Okay,  but  the  rule  of  thumb  is,  Do 
they  know  that  in  France? 
People  in  France  have 
never  heard  of  Mike  Mil- 
ken. It's  the  question  you 
have  to  keep  asking  your- 
self: What  do  they  think 
of  this  guy  in  France?  El- 
vis Presley  changed  histo- 
ry. They  know  him.  The 
Beatles  changed  history. 
They  know  them.  But 
who  ever  heard  of  the 
Beach  Boys?  Who  ever 
heard  of  the  Turtles? 

"I  get  calls  all  the  time 
from  people  saying,  'I've 
got  a  Buz  Lukens  [the 
Ohio  congressman  con- 
victed of  having  sex  with 
a  minor].'  My  reaction? 
Who  cares?" 

For  years  Hartunian 
warned  that  the  bottom 
was  dropping  out  of  the 
Son  of  Sam  market,  partly 
because  David  Berkowitz 
is  a  repulsive  human  be- 
ing, and  partly  because 
autograph  collectors  writ- 
ing to  the  savage  murderer 
had  induced  him  to  flood 
the  market  with  tiny 
pieces  of  paper  saying  "I 
am  the  Son  of  Sam  and  I 
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ten  the  publishers  of  this  many  newspapers 
all  agree  on  anythingthat's  news. 
But  that  was  the  story 
when  a  group  of  industry  experts  said, 

"Let's  reach  a  little  higher." 
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Paul  R.  Gledhill 

Director  of  Production 
Los  Angeles  Times 


Dan  Machaj 

Manager,  Design  and  Development 
Graphic  Systems  Division 
Rockwell  International 


In  recent  years,  the  newspaper  business  has  been  faced  with  an 
increasing  need  to  print  more  color.  Unfortunately  until  recently  color 
could  only  be  added  at  the  cost  of  overall  page  count.  But  thanks  to 
an  industrywide  advisory  group  formed  by  Goss  Products,  the  graphic 
systems  people  of  Rockwell,  newspapers  are  now  able  to  have  their  cak 
and  eat  it,  too.  Here's  the  story  from  the  people  who  made  it  happen. 
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Kienzle:  Today's  daily  newspapers 
need  the  ability  to  compete  with  other 
media  for  advertising  revenues — 
tv,  magazines,  preprinted  inserts. 

Gledhill:  Well,  its  no  longer  a  black 
and  white  world.  As  we  told  Rockwell, 
we  wanted  the  ability  to  print  a  full 
96-page  Los  Angeles  Times  along  with 
process  color. 

Cox:  I  first  got  involved  when  my 
boss  came  in  and  said,  "The  Grey  Lady's 
going  color"  That  was  a  first  for  us. 

Kienzle:  The  original  idea  for  the 
Colorliner  press  went  back  to  some  dis- 
cussions we  were  having  with  Gannett, 
isn't  that  right,  Danny? 

Machaj:  I  thought  it  was  all  your  idea 

Kienzle:  Well  sure  it  was.  But  those 
initial  discussions  led  the  engineers  to 
putting  some  circles  on  paper  to  see  how 
we  could  do  things  better.  Then  Dannys 
guys  built,  would  you  believe,  a  plywood 
mockup  of  the  Colorliner. 

Bella:  Actually,  it  looked  pretty  good 
made  out  of  wood. 

Cox:  It  was  certainly  the  first 
wooden  press  we  ever  bought 

Machaj:  These  guys  climbed  all 


over  that  thing.  And  they  were  not 
at  all  bashful  about  telling  us  what 
they  thought. 

Bella:  That  group  had  a  lot  of 
input  on  the  design.  I  think  it  was  the 
first  time  I  ever  saw  Goss  (or  anybody 
else)  sit  down  with  a  group  of  people 
and  say,  "Look,  tell  us  what  you  think 
about  this.  Its  important" 

Kienzle:  I  think  weVe  done  more 
customizing  to  customers' wants  and 
needs  than  ever  before  in  the  history 
of  our  company 

Cox:  You  had  the  feeling  that  they 
were  working  with  you . . .  that  you  had 
input  into  the  design  and  manufacture 
of  your  press. 

Bella:  Right  Everybody  wanted 
something  different  We  chose  a  very 
colorful  press,  a  press  that  can  open 
doors  for  us  in  commercial  printing. 

Gledhill:  All  we  wanted  was  a 
press  that  would  put  us  in  the  forefront 
of  technology  for  the  next  40  years. 

Machaj:  Obviously  we  can't  do 
everything  everybody's  way.  We  have  to 
make  some  final  calls. 

Bella:  But  there  really  did  seem  to 


be  a  middle  ground  that  everybody's 
happy  with.  WeVe  got  our  first  press  up 
and  running  and  I'm  sure  that  soon 
we'll  have  another  meeting  to  get  back 
together  and  say,  "WeVe  got  some  of 
these  presses  running  now  and  here's 
what  we're  finding." 

Kienzle:  You'll  be  glad  to  hear  it's 
already  in  the  works,  Mickey 

Cox:  The  one  thing  you  can  say 
is  the  people  are  customer  oriented. 
I  don't  care  how  long  youVe  had  a 
Goss  press,  they're  going  to  back  you  up. 

Let's  reach  a  little  higher. 
Rockwell's  Graphic  Systems  Division  is 
an  acknowledged  leader  in  large  news- 
paper printing  presses  and  part  of  our 
international  team  of  more  than  100,000 
Rockwell  people.  Working  together 
and  with  our  customers,  we  apply 
science  and  technology  to  reach  a  little 
higher  in  aerospace,  electronics,  auto- 
motive, industrial  automation  and 
graphic  systems.  If  you'd  like  to  know 
more,  write:  Rockwell  International, 
PO.  Box  39185,  Department  815R-Q3, 
Los  Angeles,  CA  90039 


Rockwell 
International 


...where  science  gets  down  to  business 
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When  autographs  spell  returns 


Flrom  the  perspective  of  the  serious  collector,  an 
autograph  should  be  written  on  something  more 
substantial  than  a  scrap  of  paper — a  photograph,  a 
letter,  a  document,  or  even  a  baseball  will  do.  And,  says 
autograph  dealer  Paul  Hartunian,  "the  signature  must 
be  placed  prominently." 

Though  collectors  follow  their  whims,  there  are  ba- 
sic criteria.  A  signed  nude  of  Marilyn  Monroe  could  sell 
for  up  to  $5,000;  a  clad  photo  might  be  worth  $3,000. 

Beyond  the  celebrity  of  the  signer,  the  document 
itself  counts  for  a  lot.  "Especially  an  exciting  letter," 
says  Hartunian,  "like  one  from  Richard  Nixon  saying, 
'I  really  did  it.'  "  Far  less  valuable  would  be  a  thank-you 
card  from  Harry  Truman.  "Now,  one  by  Truman  say- 
ing 'MacArthur's  gotta  go'  is  something  else." 

With  signed  documents,  the  value  of  the  autograph  is 
heavily  dependent  on  the  document  itself  and  its  rele- 
vance. "An  interesting  lease,  say,  one  signed  by  David 


O.  Selznick  for  Gone  With  The  Wind,  would  be  very 
valuable,"  Hartunian  explains.  Military  promotion  pa- 
pers signed  by  Abraham  Lincoln  and  Adolf  Hitler  are 
documents  with  extra  value  over  and  above  the  signa- 
ture itself.  Hartunian  recommends  collecting  checks 
signed  by  presidents,  noting  that  after  they  die,  fam- 
ilies often  distribute  the  checks  as  souvenirs. 

The  market  for  autographed  books  is  soft  and  getting 
softer,  but  a  bold  signature  in  ink  carries  more  weight 
than  one  in  pencil.  Autographs  of  artists  in  crayon  are 
just  fine,  however,  as  are  lipstick  signatures  by  stars. 

If  there  is  one  thing  that  the  autograph  connoisseur 
turns  up  his  or  her  nose  at,  it  is  an  autopen  signature. 
An  autopen  is  a  machine  that  duplicates  signatures 
with  a  felt  tip  or  ballpoint.  The  machine  is  frequently 
used  by  chief  executives  to  sign  shareholder  letters,  by 
movie  stars  to  sign  fan  mail,  and  by  politicians  to  feign 
that  "personal  touch."— Manjeet  Kripalani 


killed  six  people."  Today  Hartunian 
thinks  that  Son  of  Sam  has  dipped 
even  further  and  has  been  joined  in 
the  abyss  by  another  agent  of  Gog  and 
Magog:  Charles  Manson,  whose  ce- 
lebrity is  fading  fast. 

"Why  should  you  buy  a  Son  of  Sam 
when  you  get  can  get  a  good  letter 
signed  by  Harry  Truman  for  $300?" 
Hartunian  wonders.  "I  see  these  peo- 
ple who  want  Son  of  Sams  and 
Charles  Mansons  at  conventions. 
They  tend  to  be  very  strange  people." 

However,  his  feelings  about  Lee 
Harvey  Oswald  and  Sirhan  Sirhan  are 
somewhat  different.  "Son  of  Sam  and 
Charles  Manson  were  mass  murder- 
ers, but  they  didn't  change  history," 
explains  Hartunian.  "Oswald  and  Sir- 
han did."  He  adds  ruefully,  "I  have 
never  seen  Sirhan  Sirhan's  name  on 
anything." 

Asked  what  reading  materials  a 
neophyte  might  obtain  to  get  his  feet 
wet,  Hartunian  says  that  he  knows  of 
no  good  books  on  autograph  collect- 
ing published  in  the  last  20  years. 
Instead  of  books,  he  advises  using 
common  sense  and  looking  for  his- 
torical figures  who  have  made  lasting 
contributions,  rather  than  for  clowns 
and  social  lepers  who  momentarily 
dominate  the  headlines 

Obviously  this  is  not  the  most  liq- 
uid market  imaginable.  And,  while 
Hartunian  thinks  autographs,  wisely 
chosen,  arc  a  fine  investment,  he  hesi- 
tates to  speculate  about  an  annual 
rate  of  return,  noting  that  many  re- 
ports of  killings  made  are  highly  apoc- 
ryphal. Some  items,  like  Marilyn 
Monroe's  autographs,  had  an  almost 
300%  return  rate  last  year,  after  tread- 
ing water  tor  quite  a  while.  Like  most 


collectors,  he  thinks  people  should 
get  into  this  field  only  if  they  are 
attracted  by  the  psychological  re- 
wards: the  joy  of  owning  something 
that  might  have  been  signed  by  a  fa- 
vorite president,  composer,  novelist. 

Asked  which  autographs,  aside 
from  the  obviously  costly  Thomas  Jef- 
fersons  ($1,200  for  a  signature)  and 
Richard  the  Lion  Hearteds,  are  worth 
scooping  up,  Hartunian  mentions 
Lech  Walesa,  whose  signed  photo- 
graph would  fetch  $125  right  now. 
Another  good  Polish  buy  is  Pope  John 
Paul  II  (around  $1,000),  and  his  Italian 
predecessor,  Pope  John  Paul  I,  who 
was  pontiff  for  only  a  few  weeks  but 
who  fetches  up  to  $3,000  for  a  signed 
photograph. 

"He  hit  the  very  peak  of  his  profes- 
sion; you  can't  go  any  higher  than 
pope  unless  you're  God,"  Hartunian 
explains.  "Also,  collectors  need  little- 
known  popes  to  round  out  their  col- 
lections. But  when  the  pope  dies,  his 
value  drops."  He  notes,  for  example, 
that  popes  from  the  1500s  can  be 
bought  for  as  little  as  $100. 

Hartunian  is  high  on  Apollo  1 1  as- 
tronauts but  says  to  steer  clear  of 
more  recent  space  voyagers.  "People 
all  around  the  world  have  heard  of 
Neil  Armstrong  and  John  Glenn,  but  I 
don't  think  they've  heard  of  William 
Thornton,"  he  reasons. 

Hartunian  concedes  that  his  in- 
stincts arc  not  always  correct. 

"Marilyn  Monroe  and  Humphrey 
Bogart  arc  incredibly  hot  right  now," 
he  points  out.  "Bogey  I  can  under- 
stand, because  he's  a  great  actor  and 
there's  a  small  supply  of  material.  But 
to  me,  Marilyn  Monroe  was  just  a 
two-bit    little    hack    actress."    Both 


could  fetch  upwards  of  $2,000  for  au- 
tographed photos. 

How  about  another  extraordinarily 
charismatic  female:  Mother  Teresa? 

"She's  stable  at  around  $100,"  he 
replies.  "She's  been  there  for  a  while." 

Hartunian  thinks  Chairman  Mao  is 
a  good  buy  (about  $1,000),  again  be- 
cause he  got  to  the  top  of  his  profes- 
sion— in  this  case,  totalitarianism. 
Ayatollah  Khomeini  falls  into  the 
same  category.  At  the  peak  of  the  Ira- 
nian revolution,  his  autograph  sold 
for  $900;  it  has  now  nose-dived  to  less 
than  $100.  He  also  thinks  Michael 
Jackson  could  be  worth  something 
($  100  for  a  signed  photo).  But  probably 
not  Madonna  ($50  and  going  down), 
and  certainly  not  Lionel  Richie. 

"If  you  get  the  top  one  or  two  per- 
cent of  entertainers,  you  find  value," 
he  notes.  "Barbra  Streisand,  for  exam- 
ple, has  no  value." 

As  for  politicians,  Hartunian  warns 
collectors  that  presidential  auto- 
graphs signed  with  an  autopen  are 
quite  valueless.  So  always  ask  for  au- 
thentic autographs. 

As  for  speculation  on  future  devel- 
opments, Hartunian  repeatedly  told 
his  catalog  readers  to  stock  up  on 
George  Bush  autographs  in  the  dark 
days  of  1984,  when  a  Bush  signed  pho- 
to went  for  as  low  as  $40.  Since  then, 
their  value  has  zoomed  to  $250. 

Right  now  he  wouldn't  bet  on  any 
Democrat,  because  he  thinks  Bush  is 
virtually  a  lock  in  1992.  "But  you 
could  buy  1,000  Mario  Cuomos  for  $2 
or  $3  each  and  do  all  right  if  the  Dem- 
ocrats line  up  behind  him." 

And  for  true  contrarians,  there's  al- 
ways Gary  Hart.  Current  price  for  his 
autograph:  nothing.  ■ 
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There's  no  mistaking  Credit  Suisse's  solid  Swiss  back- 
ground. We've  been  in  the  banking  business  since 
1856,  providing  our  clients  with  the  discreet,  reliable 
and  committed  service  that  is  the  hallmark  of  Switzer- 
land's banking  heritage.  But  we  are  more  than  just  a 
Swiss  bank.  We  also  have  a  strong  presence  in  the 
world's  financial  markets.  Credit  Suisse's  activities  are 


closely  coordinated  with  those  of  the  global  investment 
banking  group,  CS  First  Boston,  Inc.  Our  record  of 
excellence  in  all  areas  of  our  operations  is  regularly 
rewarded  with  a  triple-A  rating  from  the  world's  most 
prestigious  rating  agencies.  This  is  an  accolade  that 
we  share  with  very  few  banks.  So  why  go  for  second 
best? 


We  do  more  to  keep  you 


* 


at  the  top. 


CREDIT  SUISSE 
CS 


Head  Office:  Zurich/Switzerland:  Represented  in  all  major  international  financial  centres. 
In  the  USA  and  Canada:  New  York  •  Los  Angeles  ■  Atlanta  •  Calgary  •  Chicago  •  Houston  •  Miami  ■  Montreal  ■  San  Francisco  ■  Toronto  ■  Vancouver 


Peter  G.  E Hades  says  he  doesn  't  really  know 
why  the  stock  market  moves  in  cycles — 80 
to  100  of  them.  But  they  make  money. 

Music  of 
the  spheres? 


By  Peter  Brimelow 


In  a  sunny  southern  California 
apartment  stuffed  full  of  comput- 
ers, telephone  hotline  equipment 
and  televisions  tuned  to  financial 
channels,  Peter  G.  Eliades  and  two 
aides  sit  in  casual  clothes  and  con- 
template stock  market  cycles.  Period- 
ically, Eliades  commutes  by  elevator 
to  see  his  wife  and  newborn  daughter 
on  a  lower  floor. 

It's  only  a  few  blocks  from  Holly- 
wood and  Vine,  but  rather  further  in 
psychological  terms  from  the  show 
business  career  Eliades  once  pursued. 
("I  like  to  think  I  had  the  talent,"  he 
says  with  his  usual  measured  frank- 
ness, "but  I  was  lazy.")  Never  mind. 
Eliades'  14-year-old  investment  let- 
ter, Stockmarket  Cycles,  and  its  related 
trading  and  money  management  ser- 
vices seem  on  the  point  of  making 
him  a  star  anyway. 

Stockmarket  Cycles  ($198  a  year)  was 
named  "Most  Consistent  Mutual 
Fund  Switcher"  by  Forbes  columnist 
Mark  Hulbert  (May  /5;  on  the  basis  of 
monitoring  by  his  Hulbert  Financial 
Digest  Eliades'  timing  beat  the  market 
in  1985,  1986,  1987  and,  in  1988,  as- 
suming intra-day  trading  using  funds 
that  offer  prices  hourly,  rather  than 
just  at  the  end  of  the  day.  Eliades  also 
got  subscribers  out  just  before  the 
crash  of  Oct.  19,  1987.  Between  1985 
and  the  end  of  July  1989,  Hulbert  says, 
Eliades'  hourly  priced  timing  showed 
gains  of  nearly  150%,  compared  with 
100%  for  the  nyse  composite  index. 

This  record  is  particularly  impres- 
sive because  timers  naturally  have 
more  difficulty  beating  a  buy-and- 
hold  strategy  in  a  rising  market. 

Fliades,  50,  has  coiffed  black  hair,  a 
deep  voice  and  the  solid  physique  of  a 
former  Lowell,  Mass.  hit»h  school  cen- 
tel      He    graduated    from     Harvard, 


where  he  studied  physical  science, 
and  from  Boston  University  Law 
School.  But  although  he  passed  the 
Massachusetts  bar  examination,  he 
never  practiced.  Instead,  he  supported 
himself  as  a  singer  and  pianist  in 
Manhattan  and  Los  Angeles. 

Eliades'  interest  in  the  stock  mar- 
ket began  in  classic  fashion:  He 
bought  the  Neuwirth  Fund  in  1968, 
attracted  by  its  300%  appreciation 
earlier  that  year,  only  to  see  it  fall 
sharply  in  the  next  few  months. 
Eliades   reacted   by   reading   "every- 


thing I  could  get  my  hands  on"  to 
figure  out  what  went  wrong. 

One  of  the  books  that  Eliades  got 
his  hands  on  was  The  Profit  Magic  of 
Stock  Transaction  Timing,  by  J.M. 
Hurst,  an  aerospace  engineer.  Hurst 
argued  that  the  market  was  essential- 
ly driven  by  interacting  cycles  of 
widely  differing  lengths.  The  trick 
was  to  distinguish  the  "signal"  of  the 
determinative  cycles  from  the  extra- 
neous "noise" — concepts  to  which 
Hurst's  interest  in  radar  and  electron- 
ics had  accustomed  him. 

Eliades'  method  stems  from  Hurst's 
original  work.  He  says  that  he  has 
detected  some  "80  to  100"  cycles,  of 
varying  life  spans  and  up  to  60  years 
in  length.  He  actually  keeps  60-sec- 
ond  charts  of  the  Dow,  but  for  the 
purpose  of  his  letters  the  shortest  cy- 
cle he  works  with  is  5  calendar  days. 
Other  key  cycles  extend  over  20  days 
and  5,  10,  20  and  40  weeks,  up  to  4  to 
4'/2  years. 

Eliades'  customized  software  al- 
lows him  to  "offset"  each  cycle — to 
trace  on  his  computer  screen  a  market 
move  parallel  to  the  current  one  but 
half  a  frequency  forward  (20  weeks  for 
the  40-week  cycle).  If  the  actual  price 
subsequently  crosses  this  theoretical 
"offset"  cycle,  headed  either  up  or 
down,  it  gives  a  "price  projection,"  a 
point  derived  from  the  relationship 


Stockmarket  <  vc  les  Peter  G  Eliades  and  daughter 
From  singing  to  cycles. 
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"Digitals  network 

management 
capabilities  help 
Federal  Express 

provide  the 

type  of  service 

our  customers 

expect-the  best.'5 
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"At  Federal  Express,  the  cus- 
tomer is  #1.  And  customers  call  us 
more  than  250,000  times  every  day. 
To  handle  those  calls  as  efficiently 
as  possible,  we  maintain  an  interna- 
tional call  center  network  built  on 
Digital's  network  management 
capabilities  and  third-party  applica- 
tions software. 

"Our  goal  is  to  service  every 
customer  inquiry  within  10  seconds. 
If  there's  a  problem  at  a  particular 
call  center,  the  calls  are  automat- 
ically re-routed  to  the  next  available 
center-without  the  customer  even 
knowing.  What's  more,  we  have  a 
multi-vendor  computer  operation, 
and  Digital's  flexibility  in  connect- 
ing to  other  systems  helps  us  pro- 
vide the  best  possible  service. 

"We  can  assure  the  same  high 
level  of  customer  service  at  every 
call  center.  And  the  capabilities 
Digital  gives  us  let  us  control  and 
monitor  the  entire  operation  from 
one  central  point-Memphis." 

The  rewards  of  working  together. 

Digitals  proven  networking 
helps  businesses  tie  their  operations 
together  and  work  more  efficiently. 

Today,  with  flexible,  reliable 
networking  capabilities  that  enhance 
the  level  of  customer  service  your 
business  can  provide,  Digital  gives 
you  an  elegantly  simple  way  for 
your  people  to  work  together  more 
productively,  more  creatively,  more 
efficiently,  more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  Digital 

has 

• 

it 
now. 
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DISCOUNT  COMMISSIONS  AND  MORE 


Fast,  Accurate 
Service  at  a 
Great  Price 

That's  Fidelity  Brokerage! 


Active,  independent 
investors  choose  Fidelity 
Brokerage  for  our  low 
commissions  plus  the  fast 
and  accurate  service  that 
makes  Fidelity  a  leader  in 
discount  brokerage. 


0s 


I  Save  Up  to  76% 

Fidelity  Brokerage  can  help  you 
save  up  to  76%  on  stock  trades  vs. 
full-cost  broker  commissions.* 
After  all,  there's  no  need  to  pay 
for  advice  vou  don't  need. 


^24-Hour  Service 

You  can  call  our  no-pressure 
traders  anytime  to  initiate  a 
trade,  review  your  account 
status,  or  obtain  current  market 
information. 


[^The  Fidelity  Quality  Pledge 

Unlike  most  other  discount  brokers.  Fidelity  employees  will  handle  all 
aspects  of  the  sen  ice  process.  We'll  mail  your  confirmation  w  ithin  24 
hours  of  execution,  and  we  can  confirm  most  trades  through  our  own 
order  system  while  you're  still  on  the  phone.  Call  now  for  your  free 
new-account  kit  and  start  trading  on  our  strengths. 

Visit  our  nationwide  Investor  Centers  or  call  24  hours. 

1-800-544-6767 


Fidelity 


Investments 

Brokerage  Services 


.1  on  the  maximum  commission  charged  bj  a  representative  full-cosl  broker  during  an  April 
1989  survey  Minimum  commission  $36.  Fidelity  Brokerage  Services,  Inc  Member  NYSE  SIPC 
1M  DevonshireSt .  Boston,  M  •    !U0  FORB/FBS/100289 
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between  the  intersection  and  the  pre- 
vious actual  price  action.  In  fulfilling 
this  projection,  the  price  may  cross 
the  "offset"  version  of  one  of  the  long- 
er-term cycles.  This  can  sometimes 
result  in  a  "waterfall"  effect,  as  the 
price  cascades  downward  ...  or  esca- 
lates upward. 

Eliades  is  reluctant  to  speculate 
about  the  cause  of  these  cycles  for  fear 
of  being  labeled  a  crank.  Privately,  he 
is  inclined  to  think  it  is  related  to 
astronomy  [not  astrology).  The  princi- 
ple that  tides  fluctuate  predictably 
under  the  influence  of  heavenly  bod- 
ies is  universally  accepted,  he  points 
out.  "And  I  was  in  the  nightclub  busi- 
ness long  enough  to  know  that  the 
looney  bugs  come  out  with  the  full 
moon,"  he  adds. 

Eliades  says  the  Dow  will 
go  higher,  but  a  major  hear 
market  is  coming. 

Eliades  is  also  interested  in  a  bat- 
tery of  more  conventional  techniques, 
which  become  particularly  important 
when  the  market  reaches  new  highs, 
out  of  the  range  of  established  cycles. 
One  example  is  the  "arms  index,"  or 
"trading  index"  (trin),  a  momentum 
measure  that  compares  the  average 
volumes  of  advancing  and  declining 
stocks.  Eliades  has  developed  his  own 
"open"  version  of  trin,  volume- 
weighted  to  adjust  for  the  effects  of 
random  exceptional  days.  What  does 
his  trin  show  now?  "The  market  is 
very  overbought  short  term,"  he  re- 
plies, but  warns,  "trin  is  a  lot  better 
bottom  finder  than  a  top  finder." 

Eliades  was  shaken  after  his  narrow 
escape  in  1987.  It  took  him  some  time 
to  adjust  to  the  fact  that  his  cycle 
work  was  still  positive  on  the  market. 
He  now  says  that — despite  his  nega- 
tive reading  on  trin- — the  market  will 
go  at  least  10%  higher  and  may  even 
go  to  3400  or  3500  on  the  Dow  Jones 
industrial  average,  in  line  with  his 
long-standing  prediction  that  the 
Dow  would  exceed  3000  by  1990.  Af- 
ter that  he  expects  a  major  bear  mar- 
ket— "down  to  at  least  1000." 

How  does  Eliades  do  as  a  stock 
picker  as  opposed  to  a  market  timer? 
The  Hulbert  Financial  Digest  shows 
that  his  selections  of  mutual  funds 
and  stocks  have  underperformed  the 
market — perhaps  because  he's  not 
concentrated  on  them,  says  Eliades, 
or  perhaps  because  they  don't  suit  his 
method.  But  when  the  bear  market 
arrives,  he  expects  his  stock  selection 
to  come  into  its  own.  He  will  recom- 
mend specific  short  sales  all  the  way 
down.  ■ 
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How  I  keep  my  clients  and  myself 

from  doing  time. 


A  lot  of  people  ask  me  where 
I  find  time  for  everything  I'm  in- 
volved with.  And  my  answer  is 
always  the  same:  I  don't  find  time, 
I  make  it. 

Proper  time  management 
has  always  been 
the  key  to  my 
professional  / 


"foil  can't  overestimate  the  critical 
importance  of  time  management.  Keep 
yourself  organized.  Take  full  advantage  of 
every  waking  hour.  Eliminate  "dead  time" 
by  working  whenever  possible.  On  the  bus. 
On  the  plane.  In  your  car.  Wherever. 

I  have  many  valuable  time-saving  tools 
my  car  phone,  my  fax,  my  lap-top  computer, 
and  my  Dictaphone  equipment. 
Being  able  to  dictate  memoranda,  notes, 
letters,  and  briefs  saves  me  enormous 
amounts  of  time. 

When  I'm  on  the  road,  for  exam- 
ple, I  can  dictate  a  letter  to  my  secretary 
any  hour  of  the  day  or  night.  Even  if 
she's  not  there,  she'll  receive  it  and 


have  it  typed  and  ready  to 
go  by  the  next  day.  Why,  I 
can  even  leave  a  message 
for  an  associate,  or  any- 
one else  on  my  staff.  And 
they're  sure  to  get  it. 
I  also  carry  my  Dictaphone 
portable  for  any  ideas  that 
come  up  while  on  the  road.  Any 
good  lawyer  has  secrets.  Tricks 
of  the  trade.  But  nothing  takes  the  place  of 
effective  time  management.  And  nothing  helps 
you  manage  your  time  more  effectively  than 
Dictaphone  equipment.  It's  one  of  the  ways  I  keep 
my  clients— and  myself— from  doing  unnecessary 
time.  Dictaphone.  Time  Management.1 


TM 


r 


Call  1-800-433-0880 

for  more  information.  Or  mail  to: 

Dictaphone  Corporation,  3191  Broadbridge  Avenue 

Stratford,  CT  06497-2559 


Title 


Company 


L 


Cry 


dJILh 


Dictaphone '  and  Time  Management  are  trademarks 

ot  Dictaphone  Corporation.  Stratford.  CT  €  1989  Dictaphone  Corp. 


=p  Dictaphone 

A  Pitney  Bowes  Company 


Why  are  investors  clamoring  to  buy  some- 
thing with  the  unlikely  name  of  the  San 
Juan  Basin  Royalty  Trust?  Good  question. 


Coal  feat 


By  Toni  Black 


A  lot  of  investors  have  been  ex- 
cited lately  about  oil  and  gas 
b  outfits  that  are  supposed  to 
prosper  from  what  looks  like  a  com- 
ing increase  in  natural  gas  prices 
(Forbes,  June  12).  One  special  object 
of  their  affection  is  the  San  Juan  Basin 
Royalty  Trust. 

The  units  (akin  to  shares)  of  this 
obscure  oil  and  gas  trust,  which  trade 
on  the  New  York  Stock  Exchange, 
were  recently  selling  like  fireworks 
before  the  Fourth  of  July.  In  one  week 
late  in  August,  2.3  million  units,  or 
5%  of  the  total  outstanding,  were 
traded.  Previously,  an  active  day  for 
this  stock  meant  that  maybe  100,000, 
units  changed  hands.  The  units  hit  a\ 
new  52-week  high  of  97/«  before  set- 
tling back  to  a  recent  87/«,  which  is 
still  a  manly  50  times  trailing  12- 
month  earnings. 

Investors  seem  to  be  betting  that 
the  trust  has  significantly  more  re- 
serves than  show  up  on  its  books. 
Owners  of  the  San  Juan  Basin  Royalty 
Trust  get  75%  of  the  net  profits  from 
the  sale  of  oil  and  gas  from  122,000 
acres  in  the  San  Juan  Basin  of  north- 
western New  Mexico.  (The  rest  goes 
to  Burlington  Resources,  which  man- 
ages the  properties.)  As  of  December, 
that  meant  revenues  from  the  sale, 
over  time,  of  242  billion  cubic  feet  of 
natural  gas  and  1  million  barrels  of 
oil.  Those  reserve  figures,  admittedly, 
include  very  little  of  a  new  source  of 
gas  that  has  turned  up  of  late  in  the 
San  Juan  Basin. 

It's  called  coal  scam  gas  (Forbes, 
Jan  23).  Unlike  the  ordinary  stuff 
found  in  sandstone  and  other  porous 
rock,  the  gas  is  found  in  seams  of  coal. 
The  special  treatment  required  to  get 
the  gas  out  of  the  coal  is  expensive. 
But  the  gas  also  carries  a  tax  credit  of 


around  84  cents  per  thousand  cubic 
teet,  or  mcf.  Royalty  trusts  pay  no 
income  taxes,  so  the  tax  credits  on  the 
San  Juan  Basin  Royalty  Trust's  acre- 
age flow  through  to  unit  holders. 

Trouble  is,  no  one  really  knows 
how  much  coal  seam  gas  underlies 
that  acreage.  Relatively  few  coal  seam 
wells  have  been  drilled  on  trust  prop- 
erty, and  reservoir  engineers  are  very 
conservative  about  booking  reserves 
from  this  new  source. 

So  investors  arc  simply  guessing, 
and  well  on  the  hopeful  side  at  that. 
Here's  why.  Start  with  an  assessment 
of  the  trust's  conventional  reserves. 
Kurt  Wulff,  whose  McDep  Associates 
evaluates  oil  and  gas  stocks,  figures 


those  reserves  are  worth  $8.50  a  unit. 

A  reasonable  guess  might  be  that 
75%  of  the  trust's  122,000  acres  will 
produce  coal  seam  gas.  At  320  acres 
per  well,  that's  286  coal  seam  wells. 
And  those  wells  could  turn  up  average 
reserves  of  3  billion  cubic  feet  per 
well.  (That's  in  line  with  a  First  Bos- 
ton estimate  for  nearby  Burlington 
Resources  wells  not  part  of  the  trust.) 
Coal  seam  wells  must  be  drilled  be- 
fore the  end  of  1990  to  qualify  for  the 
tax  credit.  Let's  say  50  of  the  trust's 
wells  get  drilled  in  time  to  qualify,  a 
somewhat  optimistic  estimate  con- 
sidering present  drilling  rates.  Assign 
a  present  value  of  75  cents  an  mcf  to 
those  reserves  and  40  cents  an  mcf  to 
the  rest,  to  be  exploited  later,  without 
tax  breaks.  Total  hypothetical  value 
of  coal  seam  gas  reserves:  $400  mil- 
lion. The  trust's  75%  stake:  $300  mil- 
lion, or  about  $6.50  per  unit.  Add 
Wulff's  $8.50,  and  that's  a  total  of 
about  $15  per  unit,  or  half  again  its 
recent  high. 

Remember  that  this  is  sheer  conjec- 
ture. As  of  the  latest  reserve  estimate, 
the  trust  had  booked  only  7.8  billion 
cubic  feet  of  coal  seam  gas  reserves. 
But  Forbes  knows  of  one  investor 
who  has  been  buying  trust  units  on 
the  premise  that  they're  worth  $25 
apiece.  No  wonder  the  units  have 
been  bid  up  as  much  as  60%  above 
their  low  of  6V»  in  November. 

Wulff  thinks  the  trust's  coal  seam 
reserves  are  worth  more  like  $2.10  a 
unit,  for  a  total  $10.60.  "You're  mak- 
ing two  bets:  one  on  rising  natural  gas 
prices  and  one  on  coal  seam  gas,"  he 
says.  But  on  that  basis,  the  stock 
hasn't  too  much  further  to  go  to  be 
fully  valued.  (One  investor  whose  bet 
has  probably  already  paid  off  is  Fire- 
man's Fund,  which  began  investing  in 
the  San  Juan  Basin  Royalty  Trust  in 
1986,  when  the  units  traded  as  low  as 
67/s,  and  now  owns  44%.) 

Note  that  the  coal  seam  reserves' 
value  depends  on  whether  they  get 
drilled  in  time  to  qualify  for  the  tax 
credit.  And  that  depends  on  Burling- 
ton Resources,  which  decides  where 
and  when  to  drill  and  comes  up  with 
25%  of  the  money.  But  there's  a  po- 
tential conflict  of  interest:  Burling- 
ton, having  an  obligation  to  its  own 
shareholders,  may  wish  to  drill  wells 
faster  on  acreage  in  which  it  has  a 
greater  interest.  "Burlington  says  they 
treat  trust  properties  just  like  their 
own,"  says  Wulff,  "but  you  know 
there'll  be  times  when  the  (drilling] 
choice  will  be  made  in  favor  of  non- 
trust  properties." 

Are  the  trust  units  worth  $10.60  or 
$25?  Probably  better  to  be  safe  than 
sorry  on  this  one.  ■ 
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THE       FRAGRANCE        FOR        MEN 


BOSS 

HUGO         BOSS 


SAKS  FIFTH  AVENUE 


WITHOUT  US7 
HAVEAIK 


To  stay  alive  people  need  salt. 
but  not  necessarily  flamingos. 
Had  we  blindly  followed  this  prem- 
ise when    we   began    producing 
salt  in  Bonaire,  Netherlands 
Antilles,  nature  would  have  lost 
another  red  flamingo  breeding 
ground  -  of  which  only  four  remain. 


When  we  broke  ground  for 

<r  pt.r ,        1964,  we  counted  a 

's  in  an  area  adja- 

>ur  f.      ect.  We  could 

h-  em  for  the  sake 

of  ex  tead,  we  chose 

to  prott  t  tce  then  salt 

productio.  led  our  ex- 


pectations, which  is  noteworthy. 
Spectacular,  however,  is  the 
way  our  feathered  friends  have 
multiplied.  They  now  number 
12,000  and  live  undisturbed  in  a 
special  nature  reserve  provided 
by  Akzo.  It  is  not  our  intention 
however  to  have  you  remember 


us  as  "the   leading    flamir  > 
preservation  group"  but . 
sponsible  world    leader 
production  of  salt. 

Not  to  mention  our 
in  car  refinishes,  carbon 
textile  and  carpet  fibers,  plal 
catalysts  and  rubber  cheirl 


EY  WOULDN'T 
ISIANDON. 


^     i^*^ 


It  produced  by  Akzo  is  used 
ften  water,  make  slippery 
safe  and  enhance  flavors  - 
ler  it  be  eggs  at  a  Dutch 
fast,  the  bread  and  top- 
at  a  Danish  open-sandwich 
son  or  a  bucket  of  southern 
:hicken  for  dinner  in  the  U.S. 


We  also  change  salt  into  key 
ingredients  for  everyday  prod- 
ucts such  as  PVC,  glass  and  de- 
tergents. In  fact,  salt  was  one  of 
our  first  products.  Since  our  start, 
and  like  "our"  flamingos,  we  at 
Akzo   have   spread   our   wings. 

We  are  70,000  people  in  50 


countries:   one   of  the   world's 
largest  companies  in  chemicals, 
fibers,  coatings  and  health  care...    g 
and  number  one  in  salt. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


fi 
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The  Funds 


Who  says  the  market  is  efficient?  One  of  the 
worst  bond  funds  is,  incredibly,  trading  at 
a  premium  to  its  net  asset  value. 

True  junk 


By  Gretchen  Morgenson 

T|  he  New  America  High  Income 
Fund,  a  closed-end  bond  fund 
launched  last  year,  was  sup- 
posed to  magnify  investor  returns 
with  the  magic  of  leverage.  When 
fund  manager  Patricia  Ostrander 
(Forbes,  Apr.  18,  1988)  took  her  act  on 
the  road,  she  promised  potential  in- 
vestors she'd  stick  to  relatively  high- 
quality  junk;  by  leveraging  her  posi- 
tions, however,  she  could  increase  the 
fund's  yield.  That  way,  the  story 
went,  you'd  get  superior  returns  with- 
out taking  the  same  risks  as  if  you'd 
loaded  up  on  really  low  grade  stuff. 

But  in  the  scant  19  months  since 
Ostrander  raised  her  $400  million 
from  investors,  the  fund's  net  assets 
per  share  have  collapsed  from  $9.35  to 
a  recent  $7.42.  Even  with  the  lavish 
dividend  payments  added  back  in,  the 
fund  doesn't  look  too  good.  So  far  this 
year,  its  total  return  is  a  negative  2%, 
as  against  the  9%  gain  for  the  Mer- 
rill Lynch  Corporate/Government 
bond  index. 

Now  here's  the  really  bizarre  part. 
With  subpai  performance  and  with  a 
fairly  steep  e-nense  ratio  (triple  that 
of  a  cor.  uiKuard  bond  fund), 

the  Ncv*  und  ought  to  trade 

at  a  discou,  .isset  value. 

Instead,  it  u  premium, 

having  closed  .  the  New 

York  Stock  E 

What  on  earth  tors  be 

thinking?  Probably  ced 

by  the  fund's  18%  >. 
dividend  is  $1.38).  Thi 
wised  up  to  the  fact  tha 
doesn't  mean  anything  it  i 
panied  by  capital  losses. 

The  yield-seekers  could  be  in  i 
big  shock  one  of  these  days:  a  divi 


Susan  LapidevVheeler  Pictures 


New  America  Fund's  Patsy  Ostrander 

Leveraged  and  unlucky. 

dend  cut,  possibly  even  a  dividend 
suspension.  Here's  why.  The  fund's 
leveraged  capital  structure  includes  a 
layer  of  9%  notes  and  a  layer  of  9.2% 
preferred  stock,  each  senior  to  the 
common  shares  trading  on  the  Big 
Board.  The  note  and  preferred  holders 
get  first  dibs  on  net  income  generated 
by  the  fund;  common  stockholders 
get  what's  left.  And  Ostrander,  to 
keep  the  interest  cost  of  the  notes  and 
preferred  as  low  as  possible,  included 
an  asset  coverage  requirement  in  the 
fund.  If  the  gross  value  of  the  assets  in 
the  fund  drops  below  300%  of  the 
amount  of  notes  outstanding,  then  in- 
come belonging  to  the  common  stock 
nay  not  be  paid;  it  must  be  reinvested 
prop  up  assets. 
low  close  to  the  300%  cutoff  is  the 


New  America  fund  now?  OstrandeJ 
isn't  saying.  According  to  the  prospec] 
tus,  she  began  her  fund  with  asseJ 
coverage  of  the  notes  at  378%,  but  the 
drop  in  the  common  shares'  net  assell 
value  indicates  that  the  asset  cover-l 
age  is  around  340% . 

Every  time  a  junk  bond  in  the  port-| 
folio  drops  in  price,  the  asset  coverage 
inches  closer  to  the  red  zone.  Andl 
there  have  been  some  price  drops.j 
Bonds  which  Ostrander  laid  out  somel 
$300  million  for  were  valued  as  of| 
June  30  at  $271  million. 

All  this  is  to  a  small  degree  predict- 
able, given  the  nature  of  what  Ost- 
rander is  trying  to  do.  A  junk  portfoliol 
has  a  higher  than  normal  yield,  offset! 
to  a  degree  by  a  higher  than  normal  I 
rate  of  capital  losses.  A  leveraged  junkl 
portfolio  is  likely  to  have,  for  thel 
common  shareholders,  a  still  higher  | 
yield  coupled  with  a  still  higher  inci- 
dence of  capital  losses.  In  the  case  of  I 
New  America  High  Income,  however, 
the  enriched  yield  isn't  enough  to 
compensate    for    the    heavy    capital] 
losses.  Hence  the  negative  total  re- 
turn, reflecting  both  dividends  andl 
capital  gains  or  losses. 

Scarier  still  about  Ostrander's  pres- 
ent portfolio  are  the  large  amounts  of 
private  placement  debt  and  positions 
in  obscure  companies  that  she  holds, 
paper  that  does  not  trade  on  any  ex- 
change and  that  may  be  completely 
illiquid.  No-name  stuff  like  Miramar 
Marine  Corp.,  Orchard  Supply  Hard- 
ware Acquisition,  Service  Control 
Corp.  and  Horsehead  Industries  make 
up  an  astonishing  40%  of  the  market 
value  of  the  fund's  corporate  debt 
holdings. 

Since  these  bonds  don't  have  a 
ready  market,  it's  worth  asking:  How 
can  Ostrander  place  a  market  value  on 
them  (as  she  must  in  order  to  comply 
with  the  asset  coverage  covenant)? 
Forbes  tried  to  secure  bids  from  a 
couple  of  big  Wall  Street  firms  on 
some  of  Ostrander's  more  obscure 
holdings  and  found  no  private  place- 
ment desk  willing  to  make  a  bid  on  or 
even  guess  at  the  value  of  the  paper. 

Can  Ostrander  pull  her  bond  portfo- 
lio out  of  its  slump?  The  odds  are 
against  her.  Though  the  much  her- 
alded recession  has  yet  to  arrive,  any 
economic  slowdown  would  inevita- 
bly be  negative  for  a  portfolio  like 
New  America's. 

All  you  yield-seekers  out  there: 
Learn  a  lesson  from  this  sorry  fund. 
Yield,  by  itself,  means  nothing.  Total 
return  is  what  counts.  Some  junk 
bond  funds  do  have  superior  total  re- 
turns, but  their  yields  alone  tell  you 
nothing  about  whether  they  will  de- 
liver a  good  total  return.  ■ 
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WORLDWIDE  MARKET  EXPENDITURES 


AFRICA       MIDDLE       EUROPE      FAR  EAST      NORTH 
Ujj  AMERICA 

In  business  success  doesn't  only  depend  on  what  you  say  But  often,  on 
dw  you  say  it.  Minolta's  EP  4230  multicolor  copier  makes  whatever  you 
ave  to  say  more  impactful. 

Thanks  to  our  exclusive  Simul-Color  III™ 
process,  you  can  generate  eyecatching,  three- 
color  copies  in  one  pass.  Three  times  as 
fast  as  other  machines,  which  need  a 
separate  pass  for  each  color. 

Now  you  can  combine  black  and 
your  choice  of  two  other  colors  (red, 
blue,  sepia  or  green)  in  three  different 
sections  of  the  original.  And  watch  your 
charts,  graphs,  even  interoffice  correspondence  come  to  life. 

nmul-Color  is  a  trademark  of  Minolta  Corporation.  ©1989  Minolta  Corporation 


'jfif*' 


HEAVY  EQUIPMENT  DIVISION 


REVENUES  BY  DEPARTMENT 

But  the  EP  4230  has  more  features  than  meet  the  eye.  Like  quick  erase, 
which  lets  you  delete  image  from  parts  of  the  copy.  Or  job  programming 
that  allows  you  to  set  up  three  different  operational  sequences  in  advance. 
Or  the  Minolta  Intelligent  Commander.  An  option  that  gives  you  even  greater 
programmability 

Plus  the  innovations  you've  come  to  expect  from  Minolta.  Like  auto 
paper  selection/auto  magnification.  Duplexing.  And  a  50%-  200%  zoom. 

With  this  kind  of  capability,  the  EP  4230  won't  just  improve  your 
productivity.  It'll  improve  your  image.  So  call  1-800-USA-DIAL, 
Ext.  777  for  the  Minolta  dealer  nearest  you. 


COLOR  COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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6M  PS/2  end  System/370  are  registered  trademarks  end  Mot  Channel  and  RT  an  treat  s  at  international  Business  Machines  Corporation  AT&T  and  UNIX  are  registered  trademarks  ol  American  Telephone  and  Telegraph  Company.  St 
registered  trademarti  ol  Sun  Microsystem.  Inc  HP  is  a  registered  Kidemark  ot  Hewlett  Packard  wiy  386  and  486  are  trademarks  ol  Intel  Corp  AIX  is  BMs  Advanced  Interactive  Executive  which  is  a  trademark  ol  International  Business 
Machines  Corporation  ;<  1989  IBM  Corp 


As  you'll  see,  a  lot  goes  on.  Because  sud- 
denly, 16  users  can  share  their  ideas,  files  and 
printers.  Thanks  to  the  Miero  Channel™  bus  on 
the  PS/2®  they  ean  all  work  simultaneously, 
without  hampering  each  others  performance. 
If  these  are  things  you'd  like  to  see  happen 
g-*\  -■  -|  1         in  your  company,  then  ere- 

L.OnneCt  all  yOUr  People    ating  a  multiuser  system  on 

J  1  r  the  IBM  PS/2 

to  the  PS/2  386  with  AIX,  and  ^:tf  m 
just  watch  what  goes  on.  SZefy800^ 

bright  idea. 
The  fact  that  the  PS/2  runs  with  AIX^ 
IBMs  enriched  version  of  the  UNIX®  operating 
system,  turns  up  the  wattage  even  more.  Because 
AIX  happens  to  be  the  system 
I  C  recently  chosen  by  the  Open 

Software  Foundation  as  its  core 
p  operating  system. 

And  AIX  runs  like  a 
dream  on  the  PS/2  platform. 
It  allows  you  to  merge  DOS  ^t 
and  UNIX  functions.         J?       Z&SS 


which  protects  your  cur- 
rent DOS  investment.  At  the  same 
time,  it  gives  you  access  to  all  the  AIX  and 
other  UNIX  applications  appearing  daily  for 
this  popular  platform. 

ey  s\        And  with  AIX,  your  network  is  expand- 
"  able  in  many  directions.  Both  across  multi- 
vendor  platforms,  from  SUN®  to  HP®  to 
$     AT&T®  and  across  a  broad  range  of  IBM 
systems — from  the  PS/2  to  the  RT1,"  all 
—  1  the  way  up  to  the  System/370® 

If  you'd  like  to  see  a  system  like 
this  turning  on  the  juice  in  your  company, 
call  1  800  IBM-2468,  ext.  150  to  find  your 
nearest  IBM  Authorized  Dealer.  Or  contact 
your  IBM  marketing  representative  or  IBM 
Business  Partner  today.  Both  will  gladly  shed 
additional  light  on  this  exceptional  system  from 
IBM.  The  IBM  PS/2  with  AIX.  Making  your 
business  come  together. 


:® 


There's  a  Fast,  Easy  and  F 
You  to  Get  More  Advertiser  In 


Annual  Reports 


1.  ALLTEL  Corporation 

2.  AMETEK,  Inc. 

3.  BMC  Software,  Inc. 

4.  BP 

5.  Canadian  Pacific  Limited 

6.  Centel  Corporation 

7.  F.P.  Special  Assets  Ltd. 

8.  Phillips  Petroleum  Company 


Business  Productivity 
Equipment  Services 


9.  ABA  Journal 

10.  Canon  -  Copier 

11.  Dictaphone  Corporation 

12.  Eastman  Kodak  Company 

13.  Management  Recruiters 

14.  Mead  Data  Central,  Inc. 

15.  Mead  Paper 

16.  Minolta 

17.  Packard  Bell 

18.  Panasonic  Office  Automation 
19  Sharp  -  Facsimile 

20.  Tandy/Radio  Shack* 

21.  3M  Data  Storage  Products 
Division 

22.  3M  Information  Systems  Group 

23.  US  Sprint 

24.  Xerox  Copier 


Classified 


25.  General  Medical 

26.  Marin  Wine  Cellar 

27.  Video  Arts 

28.  Water  Centre 
29-  Wine  Enthusiast 
30.  Winecellars  U.S.A. 


Consumer  Products 
Services 


31.  Courvoisier  Cognac  Recipe 
Booklet 

32.  Cross  Creek®  (The  Exceptional 
Shirt)® 

33   Dictaphone  Corporation 
34.  Fendi  Timepiece  Collection 
35-  Goodyear  Eagle  -  GA 

36.  Infiniti 

37.  Ricart  Ford 

38.  SONY  Video 

39-  Toshiba  America  -  Consumer 

Products 
40.  Wings  Luggage 


Industrial  Products 
Services 


4l  AEG  Corporation 

42.  Cessna  Citation 

43.  Daewoo 

44.  Lone  Star  Industries 

45.  Rockwell  International 

46.  Schott  Corporation 


Office  Plant-Site 
Development 


47.  The  Austin  Company 

48.  Central  Ohio  Marketing 
Council — Discover  Columbus 


Financial  Services 


49.  CIGNA  Corporation* 

50.  Northwestern  Mutual  Life 
Insurance  Co. 

51.  Salomon  Brothers 

52.  Twentieth  Century  Investors, 
Inc. 

53   Zurich  American  Insurance 
Group 


Travel  Business  & 
Leisure 


54.  America  West 

55.  Avis  Rent  a  Car  System,  Inc. 

56.  Peninsula  Hotel  Group 

57.  Stouffer  Hotels 


EADE 

Service 


services. 


*No(e:  idverosen  will  only  honor  information  requests  if  you  indicate  your  company 
name  ami  :        1.  on  card 


Which  50//°  of  American  companies  creates 
83%  of  all  new  jobs? 


® 


A  major  shift  has  taken  place  in  the  American  marketplace,  according  to 
recent  findings  in  The  Wall  Street  Journal. 

Most  new  jobs  are  not  being  generated  by  our  largest  companies,  but  by  a 
dynamic  group  of  fast  growing  companies  that  is  creating  all  kinds  of 
marketing  possibilities. 

If  you're  looking  for  new  growth  in  your  business,  perhaps  you  need  to 
think  about  where  American  business  is  really  growing. 


The  magazine  for  growing  companies 


--INC.  MAGAZINE 


So  Eai;  Every  Go 
UplbA  Better  Hoi 


The  chance  for  a  better  education, 
a  better  job,  a  better  home.  That's  what  every 
generation  tries  to  pass  on  to  its  children. 

For  over  200  years,  upward  mobility 
has  seemed  to  be  our  birthright. 

But  now  a  generation  of  Americans  may 
have  to  lower  expectations.  Homeownership 
may  be  slipping  out  of  reach. 

Tbdays  prices  are  taking  their  toll  on 
young,  would-be  home  buyers. Coming  up witha 
down  payment  is  getting  tougher  and  tougher. 

Monthly  payments  aren't  much  easier. 
Tbdays  median-priced  home  absorbs  nearly 
50%  more  family  income  than  it  did  in  1968. 

Does  all  this  mean  our  children  should 
give  up  hope  of  owning  a  home? 

At  Fannie  Mae,  we're  doing  our  best 
to  make  sure  that  doesn't  happen.  We  can't  do 
much  about  home  prices,  but  we  can  help 
families  of  modest  means  buy  homes. 

Over  the  last  year,  some  30%  of  our 
loans  have  been  for  $40,000  or  less,  about 
what  a  family  with  an  annual  income  of  $19,000 
could  afford  to  borrow  to  buy  a  home. 

That  helped  put  300,000  such  families 
into  homes  last  year  alone.  In  our  50  years  in 
business,  we've  helped  millions  of  them. 

Tbday  we're  already  hard  at  work  for 
the  next  generation,  searching  for  solutions  to 
keep  the  hope  of  homeownership  alive.  As  the 
USA's  Housing  Partner,  that's  our  job. 


FannieMae 

The  USA's  Housing  Partner 


ation  Has  Moved 
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The  Funds 


The  theory  is  that  fund  directors,  protecting 
the  interests  of  shareholders,  hire  and  fire 
fund  managers.  Who's  kidding  whom? 


The  dog  that 
rarely  bites 


utual  fund  directors  are 
meant  to  look  out  for  share- 
holders' interests,  making 
sure  that  returns  are  healthy  and  ex- 
penses are  low.  Which  doesn't  go  a 
long  way  to  explain  fashion  designer 
Pauline  Tngere's  presence  on  the 
board  of  22  Oppenheimer  funds.  Her 
qualifications  for  the  job?  "Oh,  my 
beauty,"  quips  French-born  Trigere, 
86,  in  her  husky,  heavily  ac- 
cented English.  Trigere  attends 
eight  meetings  a  year  for  three- 
hours  or  so  apiece.  Oppenhei- 
mer won't  reveal  Tngere's  indi- 
vidual take,  but,  looking  at  pub- 
lic documents,  Forbes  esti-  M 
mates  that  it  is  close  to  $50,000  M 
a  year,  or  about  $2,000  an  hour.  ^| 
Those  costs  arc  picked  up  by  the 
funds'  shareholders. 

Trigere  is  not  the  only  celeb- 
rity on  Wall  Street.  Browse 
through  some  mutual  fund  pro- 
spectuses and  you  may  notice 
such  directors  as  former  Presi 
dent  Gerald  Ford,  astronaut 
Alan  Shepard,  basketball  star 
Oscar  Robert  on  and  Mrs.  Lloyd  Bent- 
sen  Jr.,  senator. 

Wha'  :se  directors  dis- 

cuss at  tl    ii    rnee  ings?  "I  think  in 
general  tha  I  .  >ards  act  pretty 

much  as  ot  >oj  ite  boards  in 

that  they  appi  neral  concepts," 

explains  Alan  S  the  first  man 

ever  to  play  lunai  to  deal 

in  general  terms  an  Micers  of 

the  company  do  the  \h,  that 

must  mean  the  direct.  .^  the 

general  direction  of  the  md 

leave  the  stock  picking  n  \y 

fund  managers.  So  where  di 
ard   expect    the   market   to   gi 


here?  "You  can  say  that  the  admiral 
passed  on  that." 

Some  funds  actually  have  strict 
rules  preventing  directors  from  help- 
ing with  investment  advice  of  any 
kind,  which  is  probably  just  as  well 
since  many  of  the  directors  are  picked 
more  for  their  name  value  than  for 
their  investment  credentials.  At  Val- 
ue Line,  for  example,  the  funds  are  on 


Kimck  McDonnell 


a  kind  of  autopilot — they're  managed 
strictly  according  to  the  Value  Line 
ranking  system. 

Which  wouldn't  seem  to  leave  the 
directors  a  heck  of  a  lot  to  do.  They 
could,  of  course,  look  out  for  investors 
interests  in  the  matter  of  the  fund's 
fee  structure.  Maybe  they  do  at  the 
Value  Line  family  which  is  free  of 
those  noxious  12b- 1  fees — advertising 
and  marketing  costs  that  the  sponsor 
bills  to  fund  shareholders.  But  in 
many  other  funds  the  directors  cheer- 
fully endorse  such  costly  fees. 

The  Securities  &  Exchange  Com- 
mission in    1980  permitted  funds — 


with  directors'  approval — to  assess 
12b-l  fees,  under  the  ostensible  logic 
that  better  marketing  would  mean 
more  assets  and  more  assets  woulc 
lower  expense  ratios  for  existing 
shareholders.  That  the  logic  is  less 
than  compelling  is  evidenced  by  the 
fact  that  funds  aren't  rushing  to  with 
draw  their  12b-l  fees  even  after  the 
fund  reaches  enormous  size. 

Former  President  Gerald  Ford  and 
his  fellow  directors  of  the  ids  funds 
have  approved  12b-l  levies  on  all  of 
the  26  funds.  For  this,  shareholders 
pay  him  director  fees  totaling  $56,000 
a  year.  Here's  what  Ford  has  to  say  on 
the  12b-l  question:  "I  think  that  it  is 
controversial,  but  we  will  find  a  way 
to  live  with  it." 

Oscar  (Big  O)  Robertson,  the  former 
nba  guard  and  currently  a  director  for 
the  Midwest  Income  Trust,  hasn't 
contested  the  12b-l  assessed  on  the 
two  fund  portfolios  in  the  trust.  Says 
Robertson:  "I  think  that  fees  are  fees 
and  have  to  be  paid.  Certain  organiza- 
tions need  fees  to  keep  themselves 
going."  Others,  however,  don't  seem 
to  have  that  need,  and  investors  might 
do  well  to  stick  with  those  without 
the  thirst  for  12b-l. 

So  what  exactly  is  the  role  of  the 
director?  Explains  76-year-old  Oppen- 
heimer director  Leo  Cheme,  who  is 
best  known  as  the  chairman  of  the 
International  Rescue  Commit- 
tee, "I  see  the  role  of  the  direc- 
tor fundamentally,  in  a  chang- 
ing world,  as  representing  the 
interests  of  the  shareholders. 
Sort  of  a  watchdog." 

Cherne  says  he  barks  a  lot.  "I 
would  say  that  I  cannot  recall  a 
meeting  at  which  I  have  not  ex- 
pressed myself  actively  and,  I 
would  like  to  think,  important- 
ly." Has  he  ever  growled  about 
the  12b-l  fees  that  Oppenhei- 
mer charges  on  12  of  its  funds? 
"I  have  no  opinion  on  that,"  he 
says     tactfully.     But,     if     he 
truly    represents    shareholders, 
shouldn't  he  have? 
Elsewhere  in  the  corporate  world  a 
series   of   lawsuits   and   some   well- 
publicized  scandals  have  made  most 
corporate  boards  a  lot  more  assertive 
than  they  used  to  be.  Boards  some- 
times overrule  management  on  poli- 
cy and  have  even  been   known   to 
chuck  out  managements.  But  little 
of  this  assertiveness  seems  to  have 
filtered  through  to  the  mutual  fund 
industry. 

There  are  many  factors  an  investor 
should  consider  before  choosing  a 
mutual  fund.  The  number  of  famous 
names  on  the  board  of  directors  is 
definitely  not  one  of  them.  ■ 
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Witness  the  destruction 
of  an  entire  department. 


Don't  blink.  Six  months  worth  of 
new  orders  and  over  fifty  thousand 
customers  are  about  to  be  wiped  off  the 
face  of  the  earth. 

By  accident. 

J 

&2%  of  all  hard  disk  data  loss  is  due 
to  operator  error.  Unless  you  back  up 


your  department  with  3M  data  cartridge 
tape  technology,  you're  at  the  mercy  of 
every  finger  tip  in  the  company. 

All  our  data  cartridge  tapes  are  backed 
with  20  years  of  experience.  12  revo- 
lutionary patents.  And  are  the  choice 
of  IBM.  Apple.  And  Hewlett-Packard. 


Fact  is,  you  simply  can't  find  better 
protection  for  your  company  docu- 
ments. So  don't  take  chances.  Back  up 
everything  on  a  3M  data  cartridge  tape. 
It's  the  safest  way  to  avoid  destruction. 

ail  l-800-888-188«  ext  5 
for  more  information. 


C  )M  1989 


"It  was  a  major  success.  One:  We  finished  the  project  on  ti. 


In  today's  world  of  tall  orders 
and  sh  >rt  leadlines,  a  headache 
can  s^  L-s  be  cured  faster  by 

one  sup.  -efficient  copier  than 
two  aspi,  We've  all  seen  it: 
machines  :n  smoothly,  re- 

duce frictio  jimong  people. 
And  at  Canon.         eel  proud. 


Canon  is  a  world  pioneer  in  in- 
novative technologies  for  busi- 
ness. With  machines  that  keep 
on  raising  productivity  And 
even  more  important,  morale. 


Mc 


Lost  people  know  Canon  wel 
for  fine  photographic  and  buJ 
ness  equipment. 
But  there's  a  side  of  Canon  mol 
people  don't  know  at  all.  For  il 
stance,  are  you  surprised  to  heJ 
that  leading  edge  Canon  technc 
ogies  have  provided  the  lens< 


1  »i**ip«rtapai>ngC«nont; 


f  !989C«nonUSA  inc 


ro :  We're  still  talking  to  each  other. " 


most  American  TV  network 
aeras?  Or  that  they're  helping 
ke  communication  possible 

people  who  are  speech  and 
tor  impaired?  Or  that  the  total 

ge  of  Canon's  involvement 
lay  runs  from  business  to 
technology  and  beyond7 


Yet  in  one  way  nothing's  been 
changed.  Canon  still  has  just  one 
goal  in  striving  for  great  techno- 
logical breakthroughs. 
And  that's  to  make  small  human 
ones  possible. 


Broadcasting  Equipment 


Calculators 


Color  Laser  Copiers 


Communication  Aids  for  Disabled 


Components 


Desktop  Publishing  Systems 


Digital  Image  Scanners 


8mm  Video  Camcorders 


Electronic  Typewriters 


Facsimile 


Floppy  Disk  Drives 


Laser  Beam  Printers 


Medical  Equipment 


Micrographics  Equipment 


Office  Copiers 


Personal  Computers 


Personal  Copiers 


Printers 


Semiconductor  Equipment 


Still  Video  Systems 


35mm  Cameras 


Word  Processors 


The  heart  of  technology       CclllOU 


Taxing  Matters 


Edited  by  Laura  Saunders 


Firms  with  captive  insurance  companies 
have  just  won  a  big  battle  in  their  continu- 
ing war  with  the  IRS. 


All  in  the  family 


If  your  obstetrics  practice  pays 
$100,000  a  year  for  liability  insur- 
ance, you  can  deduct  the  premi- 
um on  your  tax  return,  of  course. 
What  if  you  self-insure,  putting  aside 
$100,000  a  year  in  a  reserve  fund  to 
pay  malpractice  claims?  No  deduc- 
tion allowed. 

Under  the  circumstances,  the  re- 
cent victory  of  Humana  Inc.  over  the 
irs  in  a  case  involving  Humana's 
"captive"  insurance  subsidiary  is  a 
powerful  precedent.  Humana  self- 
insured  by  having  its  hospitals  buy 
liability  insurance  from  a  Humana 
insurance  arm  set  up  for  the  pur- 
pose. The  subsidiary,  in  turn,  can 
take  deductions  for  reserves,  as  any 
other  insurance  corporation  can. 
The  irs  ruled  that  Humana  was  there- 
by taking  impermissible  self-insur- 
ance deductions,  and  won  its  case  in 
Tax  Court.  But  Humana  won  in  the 
appeals  court  (Sixth  Circuit),  saving 
up  to  $77  million  in  back  taxes  and 
interest.  Other  firms  will  be  able  to 
get  their  own  savings  if  the  precedent 
is  upheld. 

Humana's  is  i        irst  decisive  vic- 
tory for  a  taxpayei  long-running 
war  between  the  i         rid  insurance 
captives.  It  is  also  an  chapter  in 
the  liability  crisis.   ".         case  pro- 
vides a   mechanism  foi  who 
don't  qualify  for  insurance          t  cov- 
erage," says  Mark  Starcher         nsur 
once  Tax  Review  Indeed,  captiv        mt- 
ance  subsidiaries  became  popu         i 
the    1970s,   when   liability   covt 
suddenly  got  expensive  or  unavan 
able.  Companies  were  attracted  to  the 
low      capitalization      requirements 
abroad,  but  murky  tax  rules  on  park- 


ing profits  there  were  an  added  bonus. 

The  irs  has  attacked  the  captives  at 
every  turn,  calling  them  shams  that 
lack  economic  substance.  In  some 
early  cases,  this  may  have  been  true. 
"Several  early  captives  were  Little 
more  than  incorporated  mailboxes  in 
Caribbean  tax  havens,"  notes  Robert 
Willens,  a  tax  expert  with  Shearson 
Lehman.  Although  other  tax  rules  for 
multinationals  now  make  such  tricks 
much  more  difficult,  in  the  old  days  a 
corporation  could  effectively  park 
profits  abroad,  beyond  the  reach  of  the 
irs,  by  paying  insurance  premiums  to 
a  foreign  affiliate. 

The  tort  crisis,  however,  has  given 

ome  companies  legitimate  economic 

uis  to  become  their  own  insurers. 

Humana,  for  example,  couldn't  get  li- 


ability coverage  for  its  hospitals.  So  it 
set  up  a  fully  capitalized  insurance 
subsidiary  in  Colorado,  regulated  by 
that  state's  insurance  commission. 
"This  was  a  viable  insurance  compa- 
ny dealing  with  real  risks,  not  a  sham 
or  subterfuge,"  says  James  Milliman, 
a  Louisville,  Ky.  lawyer  who  argued 
the  case  for  Humana. 

The  irs  argued  that  premiums  to 
the  Colorado  subsidiary  weren't  de- 
ductible because  they  did  not  involve 
"risk  shifting."  In  one  of  those  hair- 
splits  only  lawyers  can  appreciate,  the 
appeals  court  agreed  with  the  irs  part 
way.  It  ruled  that  Humana,  the  parent 
company,  could  not  deduct  its  own 
premiums  but  could  deduct  premi- 
ums paid  by  other  Humana  subsidiar- 
ies to  the  insurer  in  Colorado.  Fortu- 
nately for  Humana,  most  of  the  hospi- 
tals are  in  separate  subsidiaries.  Only 
the  deductions  for  the  liability  cover- 
age for  the  hospitals  operated  directly 
by  the  parent,  less  than  10%  of  the 
total  tax  at  stake,  were  denied. 

To  the  relief  of  many,  the  appeals 
court  also  explicitly  rejected  an  insid- 
ious notion  the  irs  has  been  flogging 
in  captive  cases.  Called  the  "econom- 
ic family"  theory,  it  would  let  the  irs 
ignore  corporate  boundaries,  treating 
all  subsidiaries  as  divisions. 

But  such  a  step  would  negate  one  of 
the  most  enduring  principles  of  tax 
law,  established  in  the  1943  case  Mo- 
line  Properties  v.  Commissioner.  That 
case  holds  that  related  corporations 
are  treated  as  separate  taxpayers.  This 
is  true  even  if  they  generally  file  a 
consolidated  tax  return.  If  Moline 
were  reversed,  all  hell  would  break 
loose:  Some  interest  deductions  for 
intercorporate  loans,  for  example, 
could  be  disallowed  for  the  borrowing 
subsidiary  while  the  income  would 
still  be  taxable  to  the  lender.  So  far  the 
courts  have  wisely  decided  to  keep 
this  Pandora's  box  shut. 

What  next?  The  irs  says  it  hasn't 
decided  whether  to  ask  the  Supreme 
Court  to  review  the  Humana  case.  But 
the  decision  is  good  news  for  Amer- 
co's  U-Haul  subsidiary,  which  also 
has  "brother-sister"  subsidiary  trans- 
actions, and  is  set  to  defend  them  in 
Tax  Court  this  fall.  It  is  less  reassur- 
ing to  Sears,  which  goes  before  Tax 
Court  next  spring  to  defend  extensive 
"parent-child"  transactions  with  its 
Allstate  subsidiary. 

The  real  danger  for  those  cheered  by 
the  Humana  decision  is  that  the  irs 
will  run  to  Congress  to  have  the  case 
overturned  legislatively.  The  sore  los- 
ers at  the  irs  do  this  sort  of  thing  all 
the  time,  and  with  serious  money  in- 
volved here,  Congress  will  be  very 
receptive  to  their  pleas. — L.S. 
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Whether  your  company  is  small  and  private  or 
a  mapr  corporation,  ADP  can  do  your  payroll  more 
efficiently  and  economically  than  you  or  any  other 
payroll/human  resources  service  can. 

We  can  help  you  increase  accuracy  and  produc- 
tivity and  decrease  your  output  of  time  and  money 
with  state-of-the-art  technology  that  brings  your  pay- 
roll and  human  resources  databases  together  for 
more  effective  processing. 


ADP  Can  Save  You  Time  and  Money 
k         No  Natter  How  Nany 
4  People  You  Add  To  Your  Payroll. 


Our  PC/Payroll5"  is  a  prime  example.  This  fully 
integrated  system  lets  you  utilize  your  own  personal 
computer  for  direct  access  to  your  payroll/human 
resources  database.  At  the  touch  of  a  key,  you  can 
input,  change,  retrieve  and  consolidate  data  quickly. 

Additionally,  our  Report  Writer  feature  allows 
you  to  produce  customized  payroll/human  re- 
sources reports  instantly  from  information  stored 
in  the  database. 

ADP  can  help  you  save  time  and  money  in 
so  many  aspects  of  payroll— even  payroll  tax  filing. 

Our  Payroll  Tax  Filing  service  does  all  the  work 
for  you,  including  end-of-the-year  filing,-  answering 
government  inquiries  concerning  payroll  and  tax 
filing,-  giving  you  update  reports  summarizing  your 
deposit  and  filing  activity... and  assuming  full  legal 
and  financial  responsibility  for  all  work  we  do,  so 
you  can  be  assured  you'll  never  have  to  pay  a  pen- 
alty for  any  ADP  error. 

ADP  has  the  services  to  help  your  company 
save  time  and  money  on  payroll  and  human  resources, 
no  matter  how  many  people  you  employ.  For  more 
information,  coll  today  I  800  225-5237,  ext.  223. 
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The  way  America  gets  paid 


Open  10,000  new  locatiot 


With  AT&T 800  Service, your  business 
can  grow  faster.  And  for  a  lot  less  than 
you  thought. 

Imagine  having  branches  in  ever} 
corner  of  the  country  Imagine  them  being 
built  in  just  a  few  days.  Imagine  the  profits 
from  all  those  locations. 

That's  what  it  feels  like  to  have  one 
of  AT&T's  family  <  >f  8(  M I  services.  Ainu  >.m 
instantly;  you're  reaching  customers  nation- 
wide to  increase  revenue, expand  markets 
and  improve  service  No  matter  what 

#1989  AT&T 


yc  >ur  business  is  or  how  big  it  is,  AT&T  has 
an  800  service  that's  remarkably  effective 
And  surprisingly  affordable. 

Why  AT&T?  Compared  to  our  basic 
800  service,  other  800  services  are  30% 
more  likely  to  block  your  customers'call 
And  lost  calls  mean  lost  business.  Plus, 
they  take  up  to  50%  longer  to  connect  cal 
which  means  impatient  customers  ma\ 
just  hang  up  for  good. 

In  addition,  no  other  service  has  AR 
range  <  >f  advanced  800  features  to  help  al 
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jr  customers  reach  you  more  efficiently 
Not  onlv  does  AT&T  800  Service  offer 
:  best  quality,  it  also  comes  at  an  extremely 
Ipetitive  price.Through  October  17  you 
1  have  AT&T  800  Service,  or  add  advanced 
3  features, with  no  installation  charge. 
tiich  makes  AT&T  800  Service  an  incredible 
ue  that  can  help  your  business  grow 
:redibly  fast. 

Call  your  AT&T  Account  Executive 
1 800  222-0400  for  details  about  how  this 
er  can  apply  to  your  business. 


AT&T 

The  right  choice. 


If  you  re  human,  you  probably  fudge  a 
Ifttle  on  your  tax  return.  What's  the  differ- 
ence between  fudging  and  the  kind  of 
evasion  that  puts  you  in  jail? 

How  to  stay 
out  of  trouble 


Taxing  Matters 


By  William  Baldwin 


April  15  makes  liars  of  everyone, 
,so  the  saying  goes.  But  only  1,600 
people  a  year  get  sentenced  to  jail  for 
tax  offenses,  which  include  evasion 
(maximum,  five  years)  and  lying  on  a 
return  (three  years).  What's  the  differ- 
ence between  a  little  stretching  of  the 
rules  and  these  felonies? 

No  doubt  a  lot  of  people  who  have 
followed  news  of  Leona  Helmsley's 
travails  are  wondering.  That,  of 
course,  is  precisely  what  the  authori- 
ties aim  to  accomplish  with  showy 
tax  trials:  to  make  you  think  twice 
before  cutting  corners.  The  Internal 
Revenue  Service  boasts  a  conviction 
rate  for  tax  cases  it  sends  to  prosecu- 
tors of  88%,  including  guilty  pleas. 

The  good  news  for  people  with  au- 
dit phobia  is  that  the  irs,  picky  as  it  is 
about  deductions,  is  even  pickicr 
about  the  cases  it  will  recommend  to 
the  Department  of  Justice  for  crimi- 
nal prosecution.  "They  look  for  good 
examples  or  bad  actors,"  says  John 
I  igue  Jr.,  a  New  York  City  defense 
lawyer  specializing  in  white-collar 
crime.  "The  good  examples  are  celeb- 
rities, politicians  or  athletes." 

I  he  bad  actors  are  drug  dealers,  ille- 
gal tax  protesters,  peddlers  of  phony 
hers  and  assorted  hoodlums. 
>unt  for  about  half  of  the  jail 
meted  out  last  year  to  tax 
he  remaining  offenders — 
rs,  doctors,  executives 
and  illy  have  done  some- 

thii  tore  they  wind  up 

in  the  Thv.      fudging  involves 

either  a  .  oi  money,  1  lot  of  stealth 
or  repeat  oil  rases 

Even  the  civil  fraud  penalty— 50% 
of  the  extra  tax  ow  >  of  the  tax 

itself  and  interest— it  J  cava- 

lierly. It  has  to  be  clear  heat- 

ing was  deliberate,  saysb,.  cker, 


a  tax  partner  at  Laventhol  &  Horwath. 
Where  does  that  leave  the  fellow  who 
conveniently  forgets  to  put  a  chunk  of 
nonwage  income  on  his  1040?  Becker 
recalls  a  case  involving  a  taxpayer 
who  omitted  a  six-figure  royalty  pay- 
ment deposited  into  a  bank.  He  also 
left  out  interest  income  from  the  ac- 
count, and  the  irs  caught  on  after 
getting  an  interest  report  from  the 
bank.  The  agent  wanted  to  assess  a 
fraud  penalty.  But  the  taxpayer  had  a 


good  sob  story,  involving  serious  fam- 
ily problems.  He  hadn't  spent  any  of 
the  money  and  could  make  the  case 
that  it  had  slipped  his  mind.  In  the 
end,  the  irs  accepted  back  taxes,  in- 
terest and  a  mere  negligence  penalty 
(5%).  Says  Becker:  "It's  difficult  for 
the  government  to  assess  a  fraud  pen- 
alty where  they're  dealing  with  an 
isolated  transaction." 

Difficult  but  not  impossible.  A 
criminal  evasion  case  hinges  on  the 
"willful"  misbehavior  of  the  taxpay- 
er. Dealmakcr  Victor  Posner  was 
nailed  tor  bogus  charitable  deductions 
involving  a  single  inflated  land  ap- 
praisal.  There,   proof  of  willfulness 


came  from  the  conspiratorial  nature 
of  the  scheme.  Stockjobber  Patrick 
Rooney  was  convicted  of  filing  a  false 
tax  return  after  deducting  a  $50,000 
contribution  to  the  American  Cancer 
Society  and  getting  $45,000  kicked 
back  to  him.  Evidently  the  jury 
thought  there  was  nothing  casual  or 
inadvertent  about  this  deduction. 

Fraud  convictions  often  result  from 
things  like  backdated  documents, 
whited-out  names  on  invoices,  lots  of 
checks  to  cash  reported  as  travel  and 
entertainment  expenses,  or  double 
sets  of  books.  In  one  case  irs  agents 
posed  as  buyers  of  a  business  and  got  a 
sales  pitch  from  the  owners  that 
talked  about  all  the  cash  they  were 
able  to  skim  off  before  filing  their  tax 
returns.  The  owners  went  to  prison. 

What  else  do  tax  cheats  do  to  wind 
up  in  deep  trouble? 

•  They  give  an  insider  a  grudge. 
Becker  recalls  the  case  of  a  large,  pri- 
vate firm  whose  owner  put  his  house- 
maid on  the  payroll.  One  day  she  was 
fired  and  tattled  to  the  irs.  Coinciden- 
tally,  the  irs  was  challenging  the  tim- 
ing on  the  corporation's  returns  of  a 
large  depreciation  deduction.  At  the 
time  (the  rules  have  since  been  re- 
laxed a  bit),  the  fraud  penalty  applied 
not  just  to  the  amount  related  to  the 
fraud — here,  a  small  salary — but  to 
the  entire  shortfall  in  tax  payments 
for  the  year.  Thus,  the  shifting  of  a 
legitimate  tax  deduction  from  one 
year  to  the  next  had  the  side  effect, 
when  coupled  with  the  petty  payroll 
fraud,  of  creating  a  huge  50%  penalty. 
The  disgruntled  maid  ended  up  cost- 
ing her  employer  $200,000. 

•  They  deal  with  crooks.  A  tax  cheat 
who  relies  on  hoodlums  for  some  ele- 
ment of  his  scheme  takes  the  risk  that 
they  will  be  caught  on  some  unrelated 
charge  and  either  squeal  about  or 
leave  a  trail  leading  to  the  tax  matter. 
The  Manhattan  U.S.  attorney's  office 
recently  scored  a  wad  of  tax  convic- 
tions involving  phony  invoices  in  the 
garment  industry  this  way. 

•  They  talk  too  much.  Many  a  fraud 
case  would  never  have  gotten  beyond 
taxes  plus  a  negligence  penalty  but  for 
the  fact  that  the  taxpayer  put  his  foot 
in  his  mouth  during  an  audit.  "He's 
got  to  lie  or  tell  the  truth — either  way 
it's  bad,"  says  Tigue.  "People  think 
that  by  cooperating  they  get  brownie 
points.  They'll  say,  'I've  omitted 
$100,000  of  income.  I'm  very  sorry.  I 
shouldn't  have  done  it.  Here's  all  my 
records.  I'll  pay  the  money.'  All  that 
cooperation  gets  you  is  a  jail  cell  with 
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Who  Covers  Business 
Insurance  From  A  to  Z? 


Zurich-American.  We  cover  business  after  business. 
Inside  and  out.  Front  to  back.  Start  to  finish.  In  short, 
we  make  it  our  business  to  know  yours. 

It's  a  special  approach.  One  that  enables  us  to  pro- 
vide creative  solutions  to  your  insurance  needs.  And  to 
follow  through  with  truly  helpful,  dependable  service. 

What's  more,  as  part  of  the  worldwide  Zurich 
Insurance  Group,  with  offices  and  experience  in  over 
70  countries,  we  have  the  capacity  to  make  a  world  of 
difference  for  you  at  home  or  abroad. 

So  make  sure  you're  covered  from  A-Z.  just  ask 
about  Z-A.  Zurich-American. 


ZURICH-AMERICAN 

L        INSURANCE  GROUP 

American  Creativity.  Swiss  Dependability. 

Zurich  Insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Executive  Offices.  Schaumburg.  IL  601 96 
A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 
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THE  BEST-WRITTEN, BEST-READ  MAGAZINE  IN  AMERICA. 


a  southern  exposure." 

Tigue's  advice  to  someone  who  gets 
an  audit  notice:  Send  an  accountant. 
The  revenue  agent  will  demand,  say, 
documentation  of  entertainment  ex- 
penses. The  accountant  will  say, 
"We'll  get  back  to  you  on  that."  Not 
knowing  whether  the  expenses  are 
bogus,  he  can  be  honest,  if  not  too 
helpful.  The  accountant  has  better 


sense  than  to  come  back  with  doc- 
tored receipts.  For  the  items  not 
backed  by  valid  documents,  he  will 
return  empty-handed  and  concede  the 
points.  The  client  gets  a  fat  bill  for 
back  taxes,  interest  and  penalties— 
and  another  bill  for  accounting  and 
legal  fees — but  probably  no  handcuffs, 
unless  the  irs  can  develop  evidence 
from  outside  sources. 


, 


"A  substantial  percentage  of  peopl 
screw  around  every  year,  don't  gei 
audited  and  never  get  caught,"  say; 
Tigue.  "But  it's  not  worth  the  risk 
For  a  lot  of  people,  a  tax  convictior' 
results  in  total  destruction  of  theiii 
lives.  Even  if  the  guy  gets  a  light  jai 
sentence,  it's  the  end  of  the  yacht  club 
and  the  house  in  Greenwich.  Some  o: 
these  guys  wind  up  driving  cabs."  ■ 


Parking  fine:  280  years  in  jail 


If  I  could  live  my  life  over  again  I  would  have  done 
those  puts." 

So  says  James  Regan,  47,  a  stock  arbitrager  in  Prince- 
ton, N.J.  who  used  to  make  a  very  nice  living  doing 
hedged  trades  involving  stocks,  convertible  bonds  and 
put  and  call  options.  Regan's  lamentation  is  not  the 
usual  woulda-coulda  of  the  trader  who  missed  a  big 
gain.  The  puts  he's  talking  about  would  have  spared 
him  a  nasty  tax  prosecution. 

Instead  of  the  put  options  he  had  originally  planned, 
Regan  engaged  in  some  sale  and  repurchase  transac- 
tions intended  to  have  the  same  effect  of  creating  capi- 
tal losses.  Those  trades,  the  government  contends,  were 
bogus  "parking"  transactions,  and  the  resulting  losses 
had  no  business  going  onto  the  tax 
return  for  Regan's  hedge  fund, 
Princeton/Newport  Partners.  And 
so,  in  a  trial  this  summer  of  Regan 
and  five  other  defendants,  Regan 
was  convicted  on  multiple  tax, 
racketeering  and  conspiracy 
counts.  He  faces  a  maximum  280 
years  in  jail. 

If  Regan's  conviction  stands  up 
on  appeal,  the  case  will  go  down  in 
history  as  one  of  the  most  bizarre 
in  the  annals  of  tax  law.  It  is  a 
central  proposition  of  the  tax  code 
that  there  can't  be  a  50%  fraud 
penalty — much  less  a  criminal 
conviction — unless  the  taxpayer 
knew  his  interpretation  of  the  tax  rules  was  wrong.  But 
William  McKce,  a  Washington,  DC.  tax  lawyer  who 
worked  tor  Regan's  defense,  says  that  all  of  the  Prince- 
ton/Newport trades  were  arguably  legitimate  as  a  mat- 
ed Dl  tax  law,  and  on  most  of  them  Princeton/Newport 
would  stand  at  least  a  50-50  chance  of  being  vindicated 
in  a  civil  tax  trial.  Thus,  Regan  could  conceivably  be 
watching  from  behind  bars  as  his  lawyers  vmh  a  i 
civil  case  in  U.S.  Tax  Court.  "It  would  ru  very  funny  it 
we  won  that  case,"  says  McK.ee,  with  bitter  irons 

One  of  the  peculiarities  of  the  trial  is  that  the  prose- 
cutors never  said  how  much  tax  Regan  supposedly 
cheated  the  government  out  of.  That,  says  Regan,  is 
because  he  overpaid  his  taxes.  An  accounting  study  his 
lawyeis  commissioned  concluded  that  it  nunc  of  the 
disputed  trades  had  taken  plaec  he  would  have  paid 
slightly  less  total  tax  over  the  years  Indeed  several  oi 
rades  on  uhuii  the  jury  convicted  Regan  I  it 
ling  '  the  government  resulted  in  capital  ga 

II  noi  i«i  lowe  i  his  taxes,  why  did  k.  gan  authonz< 
u  It  has  tii  uv>  with  the  complex  arithmetic  oi 

l<  hedges  In  this  business  the  n.*   itoi  I 
i  ond  oi  warrant  and  then  hedges  away  bis 
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fames  Regan 
Legal  bills  so  far:  $5  million 


risk  by  taking  a  short  position  in  the  related  stock. 
Example:  Princeton/Newport  bought  10,000  warrants 
in  Imperial  Chemical  Industries  at  $339  each  and  short- 
ed an  offsetting  amount  of  ici  stock. 

The  hedges  were  designed  to  make  money  whether 
ici  stock  and  warrants  went  up  or  down.  But  if  they 
went  down,  they  generated  a  tax  pitfall.  By  creating  an 
undesirable  mix  of  long-term  losses  and  short-term 
gains,  the  hedge  could  have  backfired  on  an  investor, 
jacking  up  his  taxes  even  if  the  hedge  itself  were  break- 
ing even  or  losing  money.  (Regan  himself  wasn't  so 
affected,  but  any  of  the  numerous  outside  investors  in 
the  arbitrage  partnership  could  have  been.)  To  prevent 
that  perverse  effect  and  to  lock  in  a  short-term  loss  on 
the  warrants,  Princeton/Newport 
sold  them  to  Drexel  with  the  un- 
derstanding that  they  would  be 
bought  back  a  month  or  so  later  at 
a  similar  price. 

The  prosecutors  contended  that 
this  and  similar  round-trip  trades 
were  rigged  and  the  resulting 
losses  a  sham.  Regan  argued  that 
there  was  real  economic  substance 
to  the  transaction — money 
changed  hands — and  there  was 
some  risk  for  Drexel  in  holding 
onto  the  warrants  for  a  month.  In- 
deed, the  ici  warrants  dropped 
from  $270  to  $260  each  while 
Drexel  was  holding  them. 
With  hindsight,  Regan  says  he  could  have  accom- 
plished identical  results  by  selling  in-the-money  puts  to 
the  traders  on  the  other  side  of  the  loss  trades.  When 
they  exercised  the  put  options,  they  would  be  legiti- 
mately selling  the  securities  back  to  Princeton/New- 
port at  a  prearranged  price. 

It's  doubtful  that  the  iury,  led  by  a  Bronx  bus  driver, 
undei  stood  any  of  this.  What  did  persuade  them  that 
something  illegal  must  have  been  going  on  was  some 
very  damning  tape  recordings  the  government  captured 
in  a  raid  on  Princeton/Newport's  office.  On  the  tapes, 
traders  talk  about  carving  up  the  transactions  to  make 
them  "look  kosher,"  and  even  joke  about  going  to  jail. 
One  irony  in  the  case  is  that  the  supposedly  fraudu- 
lent trades  are  largely  moot.  A  1984  tax  law  directs  that 
both  sides  of  a  stock  hedge  be  treated  as  short-term, 
thu.->  erasing  the  tax  headache  Regan  was  trying  to 
ge    1  he  irs  regulations  on  the  law  change  are  late, 
but  when  they  come  out  they  will  retroactively  give 
.  the  tax  treatment  he  was  convicted  of  seeking. 
,ily  consolation  for  Regan  and  his  firm  in 
all  this  is  that  their  $5  million  defense  bill  is  probably 
tax  deductible— W.B. 
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)n  the  pages  that  follow,  you  will  see  an 
dvertisement  about  Bell  Atlantic's  Intel- 
igent  Network. 

A  Path  to 

Communications 

without  Complexities 


Simply  put,  the  Intelligent 
Network  is  communications 
technology  designed   to   help 
\  ou  with  life's  complexities.  It  can 
elp  you  control  your  time,  enhance 
our  privacy,  and  improve  the  quali- 
fy of  your  home  and  work  life.  And 
ecause  of  its  capacity  to  allow  dif- 
:rent  kinds  of  communications  ma- 
hines  to  talk  to  each  other,  it  helps 
ynthesize   communications  activi- 
les,  thus  making  communications 
•l  lore  simple  and  direct. 

The  importance  of  the  Intelligent 
Network  can  be  better  understood 
liy  thinking  about  the  proverbial  re- 
ationship  between  apples  and  or- 
nges — the  relationship  between 
hings  that  seem  to  have  nothing  to 
lo  with  one  another.  Things  like 
>utterflies  and  printing  presses  and 
oaths  of  glass. 

Butterflies.  There's  a  phenome- 
lon  of  science,  discovered  by  mete- 
orologist Edward  Lorenz,  called  the 
Jutterfly  Effect.  A  butterfly  stirs 
ieep  in  the  Amazon  Forest.  The  mo- 
ion  of  its  wings  makes  tiny  air  cur- 
ents  which,  at  just  the  right  time, 
iffect  larger  eddies.  Circumstance 
compounds  circumstance  until  the 
novement  of  that  particular  butter- 
3y  at  that  particular  time  eventually 
>ets  off  a  tornado  in  Texas. 

The  Butterfly  Effect  testifies  to  the 
influence  of  the  small  upon  the 
large,  the  present  upon  the  future.  It 
says  to  business  leaders  that  global 
conditions  10,  20,  or  50  years  down 
the  line  will  be  extraordinarily  sensi- 
tive to  certain  decisions  that  we 
make  today. 

Printing  Presses.  The  Butterfly  Ef- 
fect that  started  the  particular  torna- 


Raymond  W.  Smith,  chairman 
and  chief  executive  officer 
of  Bell  Atlantic  Coiporation 


do  called  the  Information  Age  can  be 
traced  to  Germany  and  the  Middle 
Ages.  That's  when  Johann  Gutenberg 
stirred  his  wings  by  inventing  the 
printing  press.  Suddenly,  European 
villagers  had  the  ability  to  learn 
more  about  the  world  outside;  infor- 
mation became  the  agent  for  person- 
al empowerment  and  political  de- 
mocracy. 

Today,  managers  have  machines 
on  their  desktops  a  thousand  times 
more  powerful  than  the  first  com- 
puters that  filled  an  office.  And  if  we 
allow  information  to  empower  our 
people,  Americans  can  take  the  lead 
in  utilizing,  and  reaping  the  benefits 
of  the  Information  Age. 

As  executives,  we  can  react  the 
way    the    medieval    establishment 


did — by  burning  books,  smashing 
printing  presses  and  imposing  dra- 
conian  controls  on  the  dissemina- 
tion and  use  of  information.  We  can 
pretend  that  our  managers  only 
need  to  know  what  we  tell  them.  Or, 
we  can  stir  our  wings  and  welcome 
the  widespread  use  of  information 
technology — and  the  independence 
that  it  permits — as  a  force  for  un- 
leashing the  intelligence  and  creativ- 
ity of  our  people. 

Paths  of  Glass.  It  is  through  paths 
of  glass  that  we  will  deliver  the  pow- 
er of  the  Intelligent  Network  to 
homes  and  offices  throughout  Amer- 
ica. It  is  through  paths  of  glass  that 
we  run  digital  communications  sig- 
nals on  beams  of  laser  light — and 
employ  the  technology  known  as 
fiber  optics. 

Fiber  optics  allow  voice,  data  and 
video  communication  to  be  carried 
by  strands  of  glass,  each  having  the 
thickness  of  a  human  hair.  Fiber  sys- 
tems have  a  capacity  far  greater  than 
the  copper  wires  traditionally  used 
to  transmit  information.  Using  fiber 
optics,  the  largest  data  bases  in  the 
country  can  be  moved  from  coast  to 
coast  in  a  matter  of  seconds. 

New  superhighways  of  fiber  al- 
ready are  being  deployed  extensive- 
ly. Bell  Atlantic,  for  example,  has 
more  than  300,000  fiber  miles  in- 
stalled and  is  placing  an  additional 
90,000  miles  each  year.  The  ultimate 
vision  is  to  lay  these  paths  of  glass 
The  Last  Mile — right  to  the  custo- 
mer's door. 

Like  its  ancestor,  the  Gutenberg 
press,  the  Intelligent  Network, 
brought  to  our  homes  and  offices 
over  paths  of  glass,  marks  a  new 
threshold  of  information  sharing  and 
use.  The  Intelligent  Network  has  the 
power  to  empower  us.  To  help  us 
think  creatively.  To  help  us  look  for 
synergies  and  syntheses  among 
seemingly  unrelated  things  and  ran- 
dom activities.  To  help  us  find  the 
order  underlying  chaos. 

The  Intelligent  Network,  in  short, 
has  the  power  to  help  America  avoid 
disaster  and  capitalize  on  opportuni- 
ties. ■ 
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Raymond  W.  Smith 
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The  Bell  Atlantic  Intelligent  networQ  will  take  communication 
back  to  what  it  used  to  be.  Simple  and  direct. 
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The  earliest  roots  of  communication  were  sounds,  then  words,  spoken  directly 


from  the  elders  to  the  younger 


Simple  and  direct. 


But,   over   the   centuries,   the   means   of  communication   have   developed   to   the 
point  that  people  and  businesses  are  immersed  in  technology.  Computers,  fax  machines, 


word  processors,  telephones. 


But,   with  all   our  fancy   machines,   we're   losing   touch.   Because   the   machines 


can't  all  talk  to  each  other 


Now,  Bell  Atlantic  has  found  a  way  to  make  communication  simple  again.  By 
linking  technology  together  over  nothing  more  complicated  than  telephone  wires. 

It's  called  the  Bell  Atlantic*  Intelligent  networQ.'™  And,  because  it  understands 
different  machine  languages  and  welcomes  different  technologies,   it's  virtually  smarter 


than  the  machines  it  connects. 


The  Intelligent  networQ"  of  Bell  Atlantic.  It's  taking  communications  back 


to  what  it  hasn't  been  for  a  long  time 


Simple   and   direct.    For   more   information,   call   toll-free 


during  the  business  day.  1-800-444-8830 


Bell  Atlantic 

Were  More  Than  Just  Talk! 
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Data  Transmission  Network  thrives  in  a 
data-vending  niche  while  its  competition 
overshoots  the  market. 

Keep  it  simple 


By  Rick  Reiff 


ON  THE  PLAYING  FIELD  of  Com- 
puters and  communications, 
the  unsophisticated  and  under- 
powered technology  is  usually  at  a 
competitive  disadvantage.  Data 
Transmission  Network  Corp.,  a  small 
Omaha-based  outfit,  is  an  exception 
to  this  general  rule.  Its  success  tells 
bigger  companies  something  about 
how  to  make  money  selling  data. 

Data  Transmission  provides  farm- 
ers with  grain  bids,  futures  and  op- 
tions quotes,  weather  reports  and  oth- 
er farm-related  material.  Its  competi- 
tors include  giants  like  Knight- 
Ridder's  Commodity  News  Services. 
The  competitors  have  a  seeming  ad- 
vantage. They  offer  such  information 
via  telephone  modem  or  satellite  dish 
with  a  sophisticated  software  pack- 
age. Data  Transmission,  by  contrast, 
sends  its  data  along  unused  portions 
of  the  fm  broadcast  spectrum.  The 
farmer  picks  up  these  signals  on  a 
radio  receiver  hooked  to  a  video  moni- 
tor. Only  a  small  number  of  Data 
Transmission  customers,  outside  the 
range  of  the  radio  signals,  use  satellite 
dishes. 

With  the  use  of  mostly  low-tech 
methods,  Data  Transmission's  offer- 
ings are  limited,  graphics  are  crude 
and  reception  can  be  fuzzy.  What's 
more,  its  commodity  quotes  are  ten 
minutes  old,  while  Commodity  News 
Services'  are  instantaneous. 

Data  Transmission's  edge  is  price. 
A  subscription  to  its  pokey  little  ser- 
vice runs  $20  a  month;  the  receiver 
and  monitor  that  go  with  it  are  pro- 


vided for  a  $150  setup  fee.  Compare 
this  with  the  computer-based  ser- 
vices, which  require  a  substantial  in- 
vestment in  computer  equipment  and 
typically  cost  at  least  $200  a  month 
including  telephone  charges. 

In  this  battle  of  price  versus  tech- 
nology, the  hands-down  winner  is 
Data  Transmission.  In  three  years  it 
has  signed  42,000  farmers,  grain  ele- 
vator operators  and  rural  bankers.  It  is 
adding  1,300  customers  a  month. 
Compare  that  with  Commodity 
News  Services,  the  largest  of  the  com- 
puter-based competing  services, 
which  has  only  an  estimated  6,500 
subscribers.  They  are  mostly  bigger 
agribusinesses  such  as  food  compa- 
nies, feedlots,  big  grain  elevators  and 
commodity  brokers. 

It's  not  just  a  question  of  money, 
says  farmer  Wilbert  Buchholz  of  Wa- 
terman, 111.  The  quick  and  easy  Data 
Transmission  method  fits  the  agricul- 
tural lifestyle.  "When  I  come  in  for  a 
glass  of  ice  water  or  to  eat  lunch,  why, 
I  look  at  the  screen,"  he  says. 

Data  Transmission  is  the  creation 
of  Roger  R.  Brodersen,  44,  a  former 
Nebraska  farm  boy  and  onetime  chief 
operating  officer  of  Scoular  Co.,  a  $1 .2 
billion  (sales)  grain  elevator  and  bro- 
kerage company  in  Omaha.  Back  in 
1983  he  figured  Scoular  could  profit 
by  selling  its  internal  financial  exper- 
tise and  information  to  farmers. 

Newsletters,  however,  were  too 
slow  and  computer  arrangements  too 
expensive,  fm  sideband  radio,  used  for 
such  things  as  Muzak  and  beeper  ser- 
vices, seemed  a  good  alternative. 

Data  Transmission  collects  pricing 


data  from  Chicago,  New  York,  Kansas 
City  and  elsewhere,  and  sends  its  sig- 
nal to  50  commercial  radio  stations 
reaching  500,000  farms  in  the  12  most 
important  grain  belt  states.  This 
mode  of  distribution  costs  Data 
Transmission  just  $80,000  a  month 
($1.90  per  subscriber),  mostly  in  fees 
to  the  radio  stations  for  tucking  the 
signals  into  their  regular  broadcasts. 

Brodersen's  low-budget  receiver  has 
256  kilobytes  in  its  memory,  the  same 
as  a  small  personal  computer,  but 
lacks  any  of  the  versatility  or  comput- 
ing power  of  a  computer.  The  memo- 
ry, however,  is  enough  for  127  video1 
screens  of  information.  The  farmer 
uses  toggle  switches  to  find  the  screen 
he  wants. 

Brodersen's  understanding  of  his 
clients'  wants  and  habits  is  reflected, 
too,  in  his  marketing  approach.  Who 
sells  best  to  a  farmer?  Another  farmer. 
While  Commodity  News  Services 
markets  its  product  through  12  sales- 
people, Brodersen  has  built  a  network 
of  600  farmers  and  other  rural  dwell- 


226 


FORBES,  OCTOBER  2,  1989 


ers  who  demonstrate  Data  Transmis- 
sion's equipment  in  their  spare  time 
and  are  paid  a  commission  of  $75  to 
$100  for  each  sale.  Subscribers  earn 
$50  in  cash  or  prizes  for  each  recruit — 
which  they  are  reminded  of  in  a  daily 
message.  The  commissions  and  other 
marketing  costs,  including  direct 
mail  campaigns,  are  covered  by  the 
$150  setup  fees. 

What  is  not  covered  by  setup  fees  is 
Data  Transmission's  cost  of  providing 
farmers  with  the  monitor  and  the  ra- 
dio box.  At  $425  per  subscriber,  this 
capital  cost  mounts  quickly — which 
is  how  Brodersen  became  the  owner  of 
the  business.  His  employer,  Scoular 
Co.,  was  nervous  at  the  projected  cap- 
ital outlays  for  growth.  It  wanted  out, 
and  sold  the  business  to  Brodersen  in 
February  1986  for  $900,000.  Broder- 
sen paid  $650,000  of  that  sum  by  sell- 
ing his  shares  of  Scoular  stock  back  to 
the  company  and  borrowed  the  rest. 

Brodersen  has  since  raised  another 
$14  million  in  debt  and  equity  for 
Data  Transmission.  At  first,  it  wasn't 


easy.  He  spurned  offers  of  assistance 
from  venture  capitalists  because  he 
didn't  want  them  telling  him  how  to 
run  his  company.  By  May  1986  he  had 
pried  $1.5  million  in  equity  capital 
from  Scoular,  Deere  &  Co.  and  several 
local  investors,  including  the  Omaha 
World  Herald.  Brodersen  then  turned 
to  investment  bankers  but  found 
none  willing  to  underwrite  a  public 
stock  offering.  So,  in  January  1987, 
Brodersen  and  his  confederates  made 
cold  calls  to  stockbrokers  and  money 
managers,  unloading  698,000  shares 
at  $5.40  each.  Brodersen's  spunk 
caught  the  attention  of  a  British  bro- 
ker who  brought  in  another  $5  mil- 
lion of  capital  from  some  of  his  coun- 
trymen. Through  all  this  Brodersen 
has  hung  on  to  a  fourth  of  the  compa- 
ny, now  worth  $17  million. 

Data  Transmission  earned 
$332,000,  or  11  cents  a  share,  on  dou- 
bled sales  of  $6.6  million  in  the  first 
six  months  of  this  year.  That  makes 
the  over-the-counter  stock,  trading  at 
a  recent  22  Vi,  look  ridiculously  ex- 
pensive. But  the  bulls  argue  that  this 
company  should  trade,  like  a  cable 
television  company,  on  the  basis  of  its 
operating  income.  Even  on  that  score 
the  company  is  a  trifle  expensive.  Its 
total  market  valuation  (equity  plus 
debt)  of  $75  million  is  nearly  17  times 
its  1989  projected  profits,  before  inter- 
est, taxes  and  depreciation. 

Like  the  cable  companies,  Data 
Transmission  gets  a  little  revenue 
(9%)  from  advertising.  And  just  as 
those  companies  sell  premium  chan- 


nels like  hbo,  Brodersen  also  squeezes 
some  extra  revenue  by  selling  screens 
that  contain  commodity  trading  let- 
ters and  other  advisory  services. 

Flush  with  his  success,  Brodersen  is 
making  a  foray  into  fm  stock  quotes 
with  a  data  package  aimed  at  small 
banks,  financial  planners  and  individ- 
ual investors.  That  service,  dtn  Wall 
Street,  provides  delayed  quotes  on 
stocks,  bonds,  commodities  and  the 
like,  plus  financial  news.  Here  Data 
Transmission  Network  is  competing 
with  lots  of  companies — including 
Lotus  Development  in  Cambridge, 
Mass.,  Telemet  America  in  Alexan- 
dria, Va.  and  to  International  in  Fre- 
mont, Calif. 

Brodersen  is  smart  to  try  offering 
additional  services,  because  on  its 
home  base  of  commodity  quoting 
Data  Transmission  will  doubtless  see 
more  competition.  A  joint  venture  of 
Pioneer  Hi-Bred  International,  the 
seed  company,  and  Farmland  Indus- 
tries, the  Kansas  City,  Mo. -based 
farmer  cooperative,  is  studying  the 
feasibility  of  sending  management  in- 
formation to  farmers  via  satellite, 
television  frequency  or  local  tele- 
phone lines.  Knight-Ridder  is  also 
pondering  cheap  ways  to  reach  farm- 
ers. In  Illinois,  a  Data  Transmission 
copycat  operated  by  the  Illinois  Farm 
Bureau  has  attracted  4,000  subscrib- 
ers, to  7,000  for  Data  Transmission. 

That's  the  problem:  Data  Transmis- 
sion's low-technology  approach  keeps 
costs  down  but  makes  competition  a 
lot  easier. 


It  doesn't  pay  to  be  a  second-tier  computer 
hardware  company  anymore.  The  money 
is  in  software  and  service.  Look  at  what's 


going  on  at  Prime. 


The  company 
they  couldn't  sell 


By  Gary  Slutsker 


Data  Transmission 's  Roger  Brodersen 
Who  sells  best  to  a  farmer? 
Another  farmer. 


In  April,  after  corporate  raider 
Bennett  LeBow  made  a  run  at  it, 
Prime  Computer,  Inc.  started  to 
shop  around  for  a  white  knight.  Alas, 
after  checking  with  more  than  60  po- 
tential buyers,  the  only  nibble  they  got 
was  from  a  venture  capital  firm,  J.H. 
Whitney  &  Co.  In  the  end,  Prime's 


management  effectively  had  to 
pay  J.H.  Whitney  to  take  it  over — 
although  this  interpretation  of  the 
facts  didn't  appear  in  news  stories  on 
the  acquisition  and  is  disputed  by  J.H. 
Whitney.  But  here  are  the  numbers: 
Prime  is  paying  Whitney  more  than 
$40  million  in  fees,  some  contingent, 
over  the  next  several  years,  while 
Whitney's  own  equity  investment  in 
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Prime  will  be  only  $24  million.  Whit- 
ney is  putting  up  another  S 1 40  million 
of  outside  investors'  money  in  the 
deal. 

Why  was  Prime  so  hard  to  peddle? 
As  recently  as  four  years  ago,  this 
medium-size  (1988  sales,  $1.6  billion) 
manufacturer  in  Natick,  Mass.  was 
one  of  the  computer  industry's  high- 
fliers. Its  minicomputers  help  Ford 
Motor  engineers  design  cars  and 
Coast  Guard  officers  keep  track  of 
merchant  vessels,  and  its  stock  had 
climbed  many,  many  times  from  a 
1978  low. 

But  it  has  become  apparent  of  late 
to  both  raiders  and  venture  capitalists 
that  the  future  is  bleak  for  manufac- 
turers of  minicomputers.  Their  main 
problem  is  that  users  would  rather 
have  standardized,  interchangeable 
products  than  proprietary  ones.  With 
a  proprietary  system  of  the  sort  Prime 
sells,  the  user  is  locked  into  a  single 
brand  of  computer  and  a  single  operat- 
ing system,  unless  he  can  afford  to 
scrap  all  his  hardware,  buy  new  soft- 
ware and  retrain  his  employees. 

But  what  makes  new  customers  re- 
luctant to  sign  on  makes  old  customers 
a  captive  audience.  They  can  be  sold 
highly  profitable  maintenance  and 
software  upgrade  services  on  their  old 
machines.  LeBow  likely  contemplated 
putting  Prime  into  the  maintenance 
and  software  business,  as 
he  had  done  already  with  ^m 
mm  Basic  Four  £M 


Endangered 
Species? 

What's  hot  today  is  ob- 
solete tomorrow  in  the 
world   of   minicomput- 
ers. With  the  market 
for    proprietary    hard- 
ware shrinking,  com- 
panies are  trying  to 
move  into  lucra- 
tive software 
and  services. 


Prime's  management  recognized 
several  years  ago  that  the  company's 
core  business  of  selling  special-pur- 
pose minicomputers  would  shrink 
some  day.  Hewlett-Packard  was  one 
of  the  first  minicomputer  companies 
to  move  toward  so-called  open  sys- 
tems in  the  early  1980s,  and  custom- 
ers were  taking  notice.  Now  other 
companies,  including  minicomputer 
maker  Data  General  (Forbes,  Sept.  19, 
1988),  have  followed  suit. 

As  gross  margins  on  hardware 
crumpled,  Prime  could  no  longer  af- 
ford to  keep  up  its  costly  research  and 
development  effort.  In  a  desperate  bid 
to  try  something  new,  Prime  under- 
took an  expensive  project  that  had  no 
immediate  connection  to  its  existing 
computers — an  agreement  to  develop 
a  special  so-called  emitter  coupled 
logic  version  of  Intel  Corp.'s  new  i486 
microprocessor. 

Prime  President  Joe  Henson  came 
up  with  a  plan.  He  would  take  cash 
from  Prime's  lucrative  service  and 
maintenance  business  and  invest  it. 
The  idea  was  to  diversify  before  the 
money  ran  out.  Henson  bought  Com- 
putervision,  a  supplier  of  computer 
design  systems  that  was  itself  in  the 
process  of  converting  from  making 
specialized  graphics  computers  to 
supplying  software  that  would  run  on 
industry-standard  machines. 

Henson  never  got  to  implement  his 
plan.  Within  nine  months  of  the  time 
when  Prime  acquired  Computervi- 
sion  for  $467  million,  LeBow  had 
launched  his  takeover  bid  for  Prime's 
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base  of  users,  who  can't  afford  to  let 
their  computers  go  down. 

Enter  Whitney,  stepping  into  Le- 
Bow's  shoes.  Whitney's  plan  is  to  ex- 
pand the  customer  service  line  by 
streamlining  and  automating  what  is 
now  a  labor-intensive  operation.  It 
will,  however,  keep  plowing  r&d 
money  into  the  flagship  Series  50 
minicomputer  and  computer-aided 
design  software.  It  will  set  up  separate 
profit  centers  for  each  product  line 
and  give  each  of  the  major  product 
lines  a  dedicated  sales  force. 

It  won't  be  easy.  Big  customers  are 
looking  for  ways  out  from  underneath 
Prime's  proprietary  hardware,  and  so 
far  they  haven't  received  any  clear 
indication  of  Whitney's  plan.  At  Ford 
Motor,  Prime's  biggest  customer, 
there  is  a  major  push  under  way  to  get 
the  internally  developed  computer- 
aided  design  and  manufacturing  soft- 
ware off  dedicated  Prime  Series  50 
minis  and  onto  Unix-based  worksta- 
tions. Unix,  a  lingua  franca  among 
operating  systems,  runs  on  the  kind  of 
interchangeable  hardware  that  Hew- 
lett-Packard, Data  General  and  Sun 
Microsystems  are  selling. 

"Prime's  strategy  relative  to  Unix 
workstations  is  not  clear  to  us,"  says 
Wayne  Hamann,  Ford's  manager  of 
computer-aided  design  and  manufac- 
turing. "And  there 
is  some  risk  if 
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they  don't  decide  to  play  in  this  mar- 
ket that  their  role  as  a  hardware  pro- 
vider will  diminish.  In  general  our 
strategy  is  to  move  toward  Unix  [ma- 
chines] with  commonly  accepted 
standards.  Five  years  down  the  track 
we'll  probably  be  100%  Unix."  Mean- 


while,  Ford  is  evaluating  hardware 
from  seven  other  vendors. 

That's  the  game  in  computers  these 
days.  Only  a  few  companies — such  as 
Apple,  Compaq  and  ibm  can  make 
money  on  hardware.  For  everyone 
else,  it's  a  door-opener,  a  way  to  sell 


software  and  services.  The  develop- 
ment cycles  are  too  short  and  expen- 
sive: What  constitutes  a  technology 
franchise  today  is  obsolete  tomorrow. 
That  explains  why  investors  would 
rather  buy  airline  stocks  than  former 
computer  highfliers. 


Some  computer  companies  sell  on  power 
and  price.  But  that  style  is  too  commodity- 
like for  the  folks  at  Apple  Computer.  They 
have  a  different  agenda. 

Selling 
look  and  feel 


By  Julie  Pitta 


W 


hen  Apple  Computer 
wheels  out  its  long-expected 
Macintosh  portable  Sept.  20, 
the  trade  press  predicts,  it  will  carry  a 
$6,500  price  tag  on  a  machine  that 
runs  at  only  16  megahertz  and  uses  a 
processor  chip  considerably  less 
powerful  than  the  one  you'd 
find  in  a  $5,000  Toshiba  laptop. 
In  other  words,  don't  look  for 
the  Mac  portable  to  be  yet  an- 
other entry  in  the  price/perfor- 
mance war.  Focus  your  atten- 
tion instead  on  the  screen:  Ap- 
ple's technical  team  reportedly 
agonized  over  the  choice  of  a 
screen  technology  fine-grained 
enough  to  replicate  the  collec- 
tion of  icons  on  the  original 
Macintosh.  "The  portable  was 
just  plain  hard,"  says  Apple 
Chairman  and  Chief  Executive 
John  Sculley,  who  admits  he 
would  have  liked  to  have  had 
the  portable  ready  a  year  ago. 

At  Apple  Computer  the  tech- 
nologists are  as  preoccupied  with 
packaging  as  they  are  with  power. 
They  are  trying  to  sell  image  in  the 
broadest  sense:  the  look  and  feel  of  a 
machine,  the  nice  graphics  and  the 
reputation  for  ease  of  use.  Apple  isn't 
trying  to  capture  the  speed  addicts 
who  drool  over  trade  publication  re- 
ports of  33-megahertz  operating 
speeds  and  zero  wait  state  logic  chips. 
Instead,  it  is  trying  to  capture  the  non- 
technical corporate  user. 

The  strategy  is  clearly  working.  Ap- 
ple is  the  leading  supplier  of  personal 
computers  in  the  U.S.,  with  a  12.8% 


market  share  last  year,  to  ibm's 
12.4%,  according  to  San  Jose,  Calif, 
market  researcher  Dataquest  Inc.  Ap- 
ple's Macintosh  shares  desktops  with 
ibm  personal  computers  at  large  cor- 
porations like  General  Electric,  Gen- 
eral Motors  and  Du  Pont. 
Apple  carefully  cultivates  its  image 
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Apple  Qoairman  John  Sculley 

"The  portable  was  just  plain  hard. 


as  the  people's  computer  company. 
The  image  comes  from  making  ma 
chines  that  are  simply  easier  to  use  for 
a  novice.  Macintosh  users  don't  have 
to  memorize  complicated  computer 
commands  to  get  things  done;  all  they 
do  is  "point  and  click"  with  an  elec- 
tronic mouse.  Deleting  a  file  requires 
pointing  to  the  picture  of  a  trash  can 
and  clicking.  It's  fun,  like  playing  a 
videogame. 

Apple's  friendly  graphical  interface, 
with  clever  icons  like  the  trash  can 
and  windows,  was  actually  borrowed 
from  Xerox'  Palo  Alto  Research  Cen- 


ter, but  Apple  has  gone  to  great 
lengths  to  protect  its  right  to  market 
the  look  and  feel.  In  March  1988  it 
sued  Microsoft  Corp.  for  infringing 
Apple's  intellectual  property. 

Although  initial  rulings  have  gone 
Microsoft's  way,  it  now  looks  as  if  the 
complex  lawsuit  will  be  settled  out  of 
court.  Perhaps  in  anticipation,  Scul- 
ley and  Microsoft  Chairman  William 
Gates  recently  staged  a  public  recon- 
ciliation to  announce  new  Microsoft 
software  for  Apple's  Macintosh. 

ibm's  comparable  software,  called 
Presentation  Manager,  was  developed 
with  Microsoft  and  has  been  a  disap- 
pointment to  users,  particularly  those 
accustomed  to  the  Macintosh.  "You 
never  see  the  clunky  machinery  of  the 
operating  system  with  the  Macin- 
tosh," explains  Jeffrey  Tarter,  editor 
of  the  Soft-letter,  Cambridge,  Mass. 
"With  the  [ibm]  Personal  System/2 
you're  still  typing  in  commands." 
Apple's  strategy  has  enabled  it  to 
smartly  distinguish  its  ma- 
chines in  a  deadly  competitive 
industry  populated  by  dozens  of 
look-alike  clones.  The  original 
Apple  He  may  have  been  bought 
largely  by  individuals  and  small 
businesses,  but  the  Macintosh 
has  a  loyal  corporate  following. 
At  first,  big  companies  bought 
Macs  for  graphics.  But  now  they 
query  large  databases,  zip 
through  word  processing  and 
spreadsheets,  applications  that 
had  been  ibm's  domain.  Today 
there  are  an  estimated  7,000 
Macintoshes  throughout  Gen- 
eral Electric.  Why?  "I  equate 
ease  of  use  with  less  support. 
With  thousands  of  machines, 
it's  a  form  of  self-defense  for 
me,"  says  Jeffrey  Ehrlich,  manager  of 
information  systems  for  General  Elec- 
tric Medical  Systems  in  Milwaukee. 

The  Macintosh  portable  won't  win 
any  competition  in  either  raw  power 
or  price,  but  it  doesn't  have  to.  The 
personal  computer  is  a  maturing  prod- 
uct that  no  more  sells  solely  on  those 
two  factors  than  does  an  automobile. 
If  Apple  can  capture  for  the  portable 
market  a  large  fraction  of  the  corpo- 
rate users  who  are  already  addicted  to 
the  desktop  Macintosh,  it  will  have  a 
very  successful  product  line. 
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Electric  utilities  cant  keep  up  with  peak 
demand.  One  way  for  customers  to  cut  the 
demand  crunch  and  save  money  is  to  use 
off -peak  power  for  air-conditioning. 

Cool  storage 


By  Philip  Glouchevitch 


Dennis  Seel  thought  he  was  do- 
ling the  right  thing  when  he 
persuaded  Cutter  Biological- 
Miles,  Inc.  to  spend  $350,000  on  a 
new  air-conditioning  system.  Seel 
thought  the  system  would  save  thou- 
sands a  month  on  electric  bills  by 
cooling  Miles'  Covina,  Calif,  build- 
ings with  ice  frozen  overnight  while 
electricity  sold  at  a  quarter  of  the 
price.  The  system  would  supposedly 
pay  for  itself  in  three  years. 

Alas,  the  California  Public  Utility 
Commission  soon  disallowed  South- 
ern California  Edison's  special  rates, 
and  Seel  was  paying  more  for  cool 
storage  at  night  than  regular  air-con- 
ditioning  had  cost  during  the  day. 

In  the  end,  Miles  got  part  of  the 
original  discount  restored,  but  the 
whole  episode  shows  why  conserva- 
tion doesn't  have  more  corporate  ad- 
herents. The  basic  technology  for  off- 
peak  cooling  has  been  obvious  for  a 
long  time — indeed,  in  the  old  days 
movie  theaters  would  cool  their  pa- 
trons by  blowing  air  over  a  block  of 
ice — but  only  recently  have  entrepre- 
neurs started  getting  excited  about 
the  market  for  off-peak  air  condition- 
ers. Among  their  devices  are  chemical 
additives  that  enable  ice  to  freeze  at 
higher  than  32  degrees  Fahrenheit, 
and  chemical  mixtures  that  freeze 
more  efficiently. 

Cool  storage  doesn't  lower  the 
amount  of  electricity  consumed  in 
cooling  a  building,  but  it  does  lower 
the  amount  consumed  during  peak 
hours.  That  shift  in  turn  saves  money 
for  the  utility,  since  it  spares  con- 
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Calmac's  MacCracken  and  storage  tank 
The  utilities  are  lukewarm. 

struction  of  new,  costly  power  plants. 

Utilities,  in  turn,  reward  customers 
who  avoid  consuming  electricity  dur- 
ing periods  of  peak  demand,  such  as 
summer  afternoons.  One  way  they  do 
that  is  by  collecting  from  commercial 
and  industrial  users  not  only  a  fee  for 
each  unit  of  electricity  consumed  (the 
kilowatt-hour  charge)  but  also  a  "de- 
mand" fee  based  on  the  maximum 
power  load  the  customer  used  during 
a  15-minutc  period  each  month  (the 
kilowatt  charge).  Demand  fees  can 
run  $8  to  $20  per  kilowatt,  easily 
tacking  50%  more  onto  a  typical  elec- 
tric bill.  The  other  way  of  rewarding 
off-peak  users  is  to  lower  the  kilo- 
watt-hour charge  at  night. 

Customers  responding  to  these  rate 
incentives  turn  their  air  conditioners 
on  full  blast  at  night,  effectively  stor- 
ing electricity  in  the  form  of  cold  wa- 


ter or  ice.  The  peak-shaving  potential 
of  cool  storage  is  considerable.  A  few 
years  ago  the  Electric  Power  Research 
Institute  reckoned  that  if  every  large 
commercial  building  in  the  country 
switched  to  cool  storage  by  2000,  the 
reduction  in  peak  demand  would 
equal  1 7  gigawatts,  the  capacity  of  20 
new  nuclear  plants.  With  the  current 
level  of  lukewarm  support  by  utili- 
ties, however,  that's  a  big  if. 

Calvin  MacCracken,  69,  an  inven- 
tor who  patented  the  roller  hot  dog 
grill,  was  one  of  the  first  to  adapt  the 
idea  of  cool  storage  for  commercial 
buildings  in  the  late  1970s.  Mac- 
Cracken developed  modular  plastic 
water  tanks  that  he  could  ship,  saving 
customers  the  need  for  a  big  construc- 
tion project.  His  system,  which  is 
mostly  marketed  along  with  Trane 
air-conditioning  units,  includes  a  re- 
frigerator that  makes  ice  at  night. 
During  the  day,  the  system  pumps 
ethylene  glycol  through  a  tank  of  this 
ice  and  into  a  chamber  where  fans 
push  air  past  the  glycol  coils  into  ven- 
tilating ducts.  Last  year  MacCrack- 
en's  Calmac  Inc.,  of  Englewood,  N.J., 
sold  over  $6  million  of  these  systems 
to  firms  like  Martin  Marietta. 

Other  storage  systems  go  a  step  fur- 
ther, conserving  energy  by  getting  wa- 
ter to  freeze  above  32  degrees  Fahren- 
heit. You  can  store  much  more  cool- 
ing power  when  water  is  in  its  solid 
state — 144  Btu  per  pound  versus  20- 
Btu  per  pound  for  water.  The  draw- 
back is  that  refrigerators  aren't  as  effi- 
cient when  cooling  water  down  below 
32  degrees  as  they  are  when  cooling 
water  down  to  somewhat  higher  tem- 
peratures. Douglas  Ames,  a  31 -year- 
old  Harvard  graduate,  founded  Trans- 
phase  Systems  Inc.  to  manufacture 
primarily  sodium  sulfate  solutions 
that  freeze  at  47  degrees.  That  enables 
him  to  store  much  more  thermal  en- 
ergy than  he  would  by  merely  chilling 
the  water  to  the  same  temperature. 
And  it  uses  electricity  more  efficient- 
ly than  ice  freezers  do.  Huntington 
Beach,  Calif. -based  Transphase  has 
installations  at  McDonnell  Douglas 
and  Ford  Aerospace. 

Eventually,  cool  storage  systems 
may  use  chemical  mixtures  called 
clathrates,  which  are  even  better  than 
salt  solutions  because  of  their  higher 
density.  A  tiny,  public  company, 
Thermal  Energy  Storage  Inc.  in  San 
Diego,  has  a  demonstration  system  at 
Southern  California  Edison  and  is 
marketing  the  technology.  But  don't 
invest  in  Thermal  Energy  expecting  a 
quick  killing.  Apart  from  other  prob- 
lems, its  clathrate  contains  ozone-de- 
pleting chlorofluorocarbons. 
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Assembly  Systems 
That  Make  Money. 


Assembly  is  the  most  difficult  of  all 
manufacturing  processes  to  automate. 
Successful  implementation  of  automatic 
assembly  involves  not  only  the  use  of 
existing  and  emerging  technology  the 
tools  of  automation,  but  also  a  sympa- 
thy for  the  available  human  resources, 
the  parts  variations  and  maintenance 
skills  found  on  the  factory  floor. 

In  short,  broad  experience  in  assembly 
mechanization  is  essential  for  success. 

And  profit. 

Bodine  is  unique  in  its  successful  experi- 
ence in  automatic  assembly  throughout 
the  world.  Bodine  machines  are  now 
operating  in  Canada,  Japan,  England, 
Austria,  Korea,  Germany,  Norway,  Italy, 
Ireland,  Australia,  Mexico,  Belgium,  Puerto 
Rico  as  well  as  everywhere  in  the 
United  States.  Bodine  machines  are 
competitive  in  a  world  market. 

The  scope  of  our  experience  is  available 

to  your  company. 
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ASSEMBLY  SYSTEMS 

The  Name  in  Successful  Assembly. 


Insights 


Commentary  by  Peter  Huber 


THE  CLINICAL  ECOLOGY  SCAM 


Some  clever  lawyers  have  found  a 
new  disease:  "chemically  induced 
aids."  This  new  "disease"  has  lit- 
tle to  do  with  the  real  scourge  that 
has  reached  near-epidemic  propor- 
tions and  is  spread  chiefly  by  sexu- 
al contact  and  contaminated  nee- 
dles. This  new  kind  of  "aids"  is 
allegedly  spread  by  the  U.S.  chemi- 
cal industry.  No  kidding.  Last  No- 
vember a  Missouri  jury  awarded 
$49  million  against  Alcolac,  Inc. 
on  the  strength  of  just  such 
a  claim. 

The  scientific  veneer  for  this  and 
similar  lawsuits  comes  from  the 
"clinical  ecologists,"  a  tiny  cabal 
of  fringe  representatives  of  the 
medical  profession,  a  fringe  that 
includes  some  family  practitio- 
ners, psychiatrists,  urologists,  pe- 
diatricians and  allergists.  Minus- 
cule exposures  to  environmental 
pollutants,  say  these  medical 
types,  upset  the  immune  system. 
Air  pollution,  solvents,  pesticides, 
plastics,  colognes,  synthetic  fab- 
rics, felt-tip  pens  and  tap  water: 
Almost  anything  will  do  the  trick. 

The  effects  are  as  numerous  and 
amorphous  as  the  causes.  Depres- 
sion, absentmindedness,  diarrhea 
or  constipation,  sneezing,  head- 
aches, muscle  pain,  pounding  heart 
and,  oh  yes,  cancer,  too.  With  faces 
quite  straight,  two  founders  of 
modern  clinical  ecology  dedicate 
their  work  to  "all  patients  who 
have  ever  been  called  neurotic,  hy- 
pochondriac, hysterical,  or  starved 
for  attention  while  suffering  from 
environmentally  induced  illness." 

For  many  years,  the  clinical  ecol- 
ogists sold  only  quack  therapies, 
one  of  the  more  popular  ones  being 
homeopathy  (the  hair-of-the-dog- 
that-bit-you  routine).  But  recently, 
in  eager  collaboration  with  plain- 
tiffs' lawyers,  they've  recognized 
there's  more  to  be  made  in  slander- 
ing the  snake  than  in  selling  the 
snake  oil. 

Start  with  a  well-heeled  corpo- 
rate target — a  tire  company  per- 
haps   (Firestone    was    one    early 

I'cur  Huber,  a  senior  fellow  i  >fthc  Manhat- 
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nominee),  a  carpet  manufacturer 
(Polish  Power,  Inc.)  or  chemical 
company  (Farley/Northwest's  Vel- 
sicol  Chemical  subsidiary,  W.R. 
Grace  or  Alcolac,  a  subsidiary  of  a 
British  mining  company).  Pick  a 
pollutant  and  an  exposed  popula- 
tion. Then  prepare  the  technicolor 
displays.  There  are  dozens  of  lab 
tests  for  measuring  the  health  of 
the  complex  immune  system.  Re- 
sults always  vary  widely,  even 
among  perfectly  healthy  subjects. 
So  when  the  labs  are  done  with  the 
testing,  you'll  have  a  huge  chart  to 
trundle  into  court,  with  rows  of 
plaintiffs'  names,  beside  column 
after  column  of  numbers.  Color  ev- 
ery measurement  that  falls  outside 
some  arbitrary  "reference  range" 
an  ominous  red. 

Now  call  your  favorite  clinical 
ecologist  to  the  stand.  There's 
chemical  aids  in  the  air,  he'll  at- 
test. Just  look  at  that  red.  Which 
explains  the  plaintiffs'  coughing, 
constipation  or  cancer.  No  matter 
what  pollutant  is  involved,  or  in 
what  amounts.  No  matter  how 
common  or  rare,  trivial  or  grave, 
the  symptoms  may  be. 

Like  all  seductive  frauds,  clinical 
ecology  has  just  enough  shadows 
of  truth  to  make  it  plausible. 
Chemical  allergies  do  occur.  Some 
chemicals,  at  some  dosages,  can 
depress  the  immune  system;  trans- 
plant patients  wouldn't  survive 
without  them.  And  some  immune 
system  effects,  mostly  modest  and 
reversible,  have  been  observed  af- 
ter high  chemical  exposures  in  in- 
dustrial accidents. 

Nonetheless,  the  chemical  aids 
claims  now  routinely  peddled  in 
court  are  fantasies.  So  says  the 
American  Academy  of  Allergy  & 
Immunology.  And  the  National 
Center  for  Health  Care  Technol- 
ogy. And  the  California  Medical 


Association. 

But  just  don't  ask  a  jury,  unless 
you're  in  the  mood  to  gamble  on 
the  outcome.  Clinical  ecologists 
spin  an  awfully  good  yarn,  most 
especially  in  court,  unshackled 
from  science's  demands  for  blind 
tests,  written  exposition  and  peer 
review.  "And  if  they  can't  win  the 
case  on  immune  dysfunction," 
says  New  York  defense  lawyer  Ar- 
vin  Maskin,  "they  may  still  collect 
for  health-care  monitoring  or  the 
distress  of  it  all."  The  clinical 
ecologist  who  coined  the  term 
"chemical  aids"  deserves  every 
penny  he  ever  collected  from  the 
plaintiffs'  bar. 

On  the  brighter  side,  several 
courts  have  recently  ruled  against 
any  chemical  aids  testimony  well 
before  trial.  And  while  it  affirmed 
the  Alcolac  verdict — an  embarrass- 
ing reflection  on  what  passes  for 
science  in  Missouri  courts — an  ap- 
pellate court  did  at  least  call  for  a 
reassessment  of  the  damages.  But 
with  contingency  fees  of  30%  or 
so,  the  lawyers  behind  these 
claims  can  afford  quite  a  few  set- 
backs between  $49  million  wins. 

That,  in  any  event,  is  what 
they're  figuring.  They  continue  to 
raise  chemical  aids  claims  in  one 
court  after  the  next.  In  today's  any- 
thing-goes  liability  climate,  each 
new  claim  is  greeted  seriously  at 
the  courthouse  door.  One  at  a  time, 
jurists  and  juries  are  then  painfully 
tutored  on  the  facts  behind  claims 
that  mainstream  science  rejected 
long  ago.  And  when  they  fail  the 
final,  as  they  occasionally  do,  it's 
payday  for  the  lawyers. 

What  society  spends  on  even  a 
single  chemical  aids  lawsuit  (not 
to  mention  the  $49  million  judg- 
ment award  that  may  follow) 
would  fund  a  university  research 
laboratory  for  years — including 
a  lot  of  research  into  the  genu- 
ine AIDS. 

Clinical  ecology  is  a  scam.  The 
medical  profession  recognizes  it  as 
such,  but  the  courts  don't  seem  to. 
So  in  America  today  it's  becoming 
more  profitable  to  pursue  a  chemi- 
cal company  than  the  virus  that 
really  causes  aids.  ■ 
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Bodine  Assembly  Systems  - 

Experience  in 
Applying  New  Technology 


our  factory  floor  should  be  designed  to  make 
rofits,  not  to  experiment  with  new,  unproved 
pproaches  to  factory  automation. 

That  is  why  manufacturers  industrywide  turn 
d  Bodine  -  the  world's  most  experienced  builder 
i small  parts  assembly  systems.  For  over  50  years, 
ie  Bodine  name  has  meant  quality,  pre- 
ision  and  high  productivity  in  automatic 
ssembly. 

At  Bodine,  we  feel  that  staying  a 
tep  ahead  of  the  industry  is  the  way  to 
eep  up  with  your  needs.  The  modular 


Bodine 

ASSEMBLY  SYSTEMS 


construction  of  The  Bodine  Assembly  System 
guarantees  future  flexibility  -  it  can  accommodate 
minor  product  changes  or  new  products  altogether. 
The  systems  that  we  build  today  combine 
emerging  technology  with  our  extensive  experience 
in  providing  successful  assembly  solutions. 

Let  Frank  J.  Riley  or  William  Bodine 
tell  how  we  might  help  you. 

Call  the  Bodine  Corporation  - 
The  Name  in  Successful  Assembly. 
P.O.  Box  3245,  Bridgeport,  Conn.  06605 
Tel:  203/334-3107;  FAX  203/334-4007. 


Marketing 


Edited  bv  Joshua  Levine 


The  name  is  funny,  the  taste  takes  getting 
used  to  and  water  is  every  bit  as  thirst- 
quenching.  So  how  has  Quaker  Oats  made 
Gatorade  the  hottest  drink  around? 

Locking  up  the 
weekend  warriors 


Gatoradi  's  John  Breuer 

A  cooler  on  even/  sideline. 


F|  or  the  New  York  Giants 
was  the  first  big  win  of  wlu 
was  to  be  their  1986  Super  Bov 
championship  season.  National  i 
with  millions  of  fans  watching.  Th 
Giants'  exuberant  outside  linebacke 
Harry  Carson  hefted  the  big  flame 
orange  cooler  of  Gatorade  above  hi 
head  and  dumped  the  contents  a 
over  Giants  coach  Bill  Parcells.  Ever 
win  thereafter,  and  there  were  14  c 
them  that  season,  Parcells  got  a  Gi 
torade  shower. 

"It  was  sort  of  like  we  died  an 
went  to  marketing  heaven,"  says  lorr 
Breuer,  Gatorade's  vice  president  c 
marketing. 

Originally,  the  stunt  was  spontan 
ous,  but  by  now,  Gatorade  has  all  bv 
ensured  that  if  anyone  gets  a  dousin 
on  any  pro  football  sideline,  that  tel 
genie  orange  cooler  with  its  green  am 
white  logo  will  figure  prominently1 
Scan  the  sidelines  of  just  about  an 
sporting  event  on  television,  in  fact 
and  you're  likely  to  spy  a  Gatorad' 
cooler  lurking  nearby. 

No  one  knows  exactb 
how  much  Parcells'  pub 
lie  shower  was  worth,  bu 
consider  this:  When  th 
New  York  Jets  played  th( 
Buffalo  Bills  last  October 
that  Gatorade  logo  ap 
peared  on  tv  for  37  sec 
onds.  Value  in  equivalen 
ad  dollars:  $271,335.  Cast 
outlay:  zero. 

Gatorade,  through  its 
parent  Quaker  Oats,  in  si> 
years  has  locked  up  the 
so-called  sports  drini 
market  in  the  U.S.  Gator 
ade  comes  in  at  least  five 
different  flavors  and  eight 
sizes.  Forget  oatmeal.  Ga 
torade  is  now  Quaker's 
biggest  brand,  growing 
roughly  30%  a  year  for  the 
past  six  years.  Quaker  has 
captured  over  90%  of  the 
market  for  sports  drinks, 
now  worth  in  the  neigh- 
borhood of  $500  million  a 
year  and  climbing  fast. 
Better  still,  Gatorade  sells 
for  over  a  dollar  a  quart, 
on  average,  but  is  no  more 
expensive  to  make  than 
soft  drinks,  which  sell  for 
roughly  72  cents  per 
quart. 

Gatorade  was  the  prize 
that  Quaker  coveted 
when  it  bought  Stokely 
Van  Camp,  known  mainly 
for  its  beans,  for  $230  mil- 
lion in  1983.  Stokely  had 
taken  a  formula  concoct- 
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A  Gatorade  print  ad 

The  mystique  of  sport  and  sweat. 

ed  in  1965  by  Robert  Cade  and  other 
physiologists  at  the  University  of 
Florida  (school  nickname:  the  Ga- 
tors), and  built  it  into  a  tidy  $80-mil- 
lion-a-year  business. 

Not  bad,  but  to  Quaker  Chairman 
William  Smithburg,  an  off-hours  jock 
who  is  fiercely  competitive  in  hand- 
ball, and  a  Gatorade  devotee  himself, 
the  brand  wasn't  nearly  playing  up  to 
its  potential.  Smithburg  watched  the 
popular  health  and  fitness  surge  and 
figured  that  this  new  generation  of 
joggers  and  weekend  warriors  would 
guzzle  down  a  drink  already  embraced 
by  competitive  amateur  and  profes- 
sional athletes. 

Cade's  drink  had  caught  on  quickly 
with  college  and  pro  athletes,  who 
sweat  gallons  during  a  workout  and 
wanted  more  than  water  to  replace 
the  salt  and  minerals  they  lost.  And 
Gatorade  does  indeed  "replenish  fluid 
and  restore  the  body's  electrolyte  bal- 
ance," as  it  claims.  But  so  does  water 
and  a  little  salt.  The  grandly  named 
Quaker  Exercise  Physiology  Laborato- 
ry, an  in-house  research  lab,  has  in 
fact  produced  reams  of  data  proving 
that  the  thick-tasting  liquid  is  just  as 
effective  as  .  .  ..H20. 

Yes,  the  carbohydrates  in  Gator- 
ade— glucose  and  sucrose — do  also 
help  restore  needed  energy  to  tired 
muscles.  But  that  is  a  problem  only 
after  a  truly  exhaustive  workout  like, 
say,  a  6-mile  run.  Which  comes  in 
handy,  of  course,  for  Giants  lineback- 
er Harry  Carson.  But,  concedes  Gator- 
ade's  Breuer,  "scientifically,  the  bene- 
fits in  nonextreme  situations  are  open 
to  question." 

No  matter.  Like  so  many  image 
products,  just  consuming  it  makes  a 
person  feel  better.  The  mystique  of 


sport  and  sweat. 

Gatorade  doesn't  give  away  its 
product,  but  it  does  donate  those 
bright  orange  coolers  to  just  about  any 
team  that  wants  one.  It  supplies  160 
colleges  in  the  National  Collegiate 
Athletic  Association,  the  National 
Basketball  Association,  the  National 
Football  League  and  every  major- 
league  baseball  team  but  the  Los  An- 
geles Dodgers — not  to  mention  innu- 
merable tennis  tournaments,  stock 
car  races  and  just  about  everything 
else  that  leaves  a  body  in  need  of  fluid 
replacement.  In  all,  Gatorade  spon- 
sors over  5,000  events  a  year. 

Competitors  estimate  that  Gator- 
ade now  spends  upwards  of  $100  mil- 
lion a  year  on  marketing,  only  30%  of 
which  goes  to  media  advertising. 
Most  of  the  rest  goes  into  sports.  For 
example,  it  donates  50  seats  to  chil- 
dren's charities  for  every  Chicago 
Bulls  basketball  game.  In  the  past 
several  years  a  number  of  companies 
have  tried  to  horn  in  on  Gatorade's 
gold  mine — among  them,  giants  like 
Coca-Cola,  Lipton  and  General  Foods. 
None  of  them  has  made  even  a  dent 
so  far,  but  only  because  Gatorade 
polices  its  domain  constantly,  check- 
book in  hand. 

It  is  looking  to  hire  a  dozen  "sports 
development  managers,"  for  instance, 
to  call  personally  on  teams  and  train- 
ers. William  Schmidt,  vice  president 


of  sports  marketing  and  a  bronze  med- 
al winner  in  the  javelin  at  the  1972 
Munich  Olympics,  was  the  first  such 
manager.  Now  there  are  many.  Says 
Schmidt,  "We  decided  to  make  our 
core  users  impenetrable." 

Suntory  International,  the  Japanese 
beverage  giant,  found  out  just  how 
impenetrable.  In  1986  Suntory 
launched  a  sports  drink  called  10-K 
from  a  small  Louisiana  bottled  water 
company  and  joined  the  list  of  Gator- 
ade challengers.  Suntory  managed  to 
sign  up  some  southern  high  schools 
and  colleges.  Suntory  International 
even  snared  the  New  Orleans  Saints 
pro  football  team. 

Then  Gatorade  pounced.  Gatorade 
signed  an  estimated  $17  million,  five- 
year  contract  with  the  nfl  to  serve  as 
the  league's  "official  thirst  quench- 
er." As  of  next  season,  the  Saints  can 
still  drink  10-K,  but  they'll  have  to 
drink  it  out  of  a  Gatorade  cooler.  "It's 
a  pretty  preclusive  agreement," 
muses  Saints  director  of  marketing 
Greg  Suit.  "We're  obliged  to  have  that 
Gatorade  visibility  on  the  field." 

Gatorade  has  even  been  nibbling  at 
10-K's  high  schools  and  colleges. 
"Please  don't  mention  who  we've  got 
signed  up,"  implores  Yasuhiro  Mori- 
mura,  executive  vice  president  of 
Suntory  Water  Group.  "Gatorade  will 
be  there  the  next  day  putting  a  pile  of 
money  on  the  table."  — J.L. 


Trader  Joes  is  a  grocery  chain  targeted  at 
people  who  read  Gourmet,  Consumer  Re- 
ports and  Mad  magazine. 


Brie,  but 
no  Budweiser 


By  Ellen  Paris 


Iet's  see,  a  pound  of  Taiwanese 
_  Black  Tiger  shrimp,  a  jar  of 
I  Time  Machine  house-brand  vi- 
tamin C,  some  unsalted  "all  natural" 
blue  corn  tortilla  chips,  a  bottle  of 
Perrier  Jouet  Grand  Brut  champagne 
and  a  slice  of  French  Brie. 
Trader  Joe's  regular  shoppers  never 


really  know  exactly  what  goodies, 
aside  from  the  champagne  and  French 
cheese,  they  will  find  on  the  eccentric 
merchant's  shelves.  They  do  know 
that  whatever  shows  up,  the  odds  are 
good  it  will  be  high  quality,  tantaliz- 
ingly  hip  or  irresistibly  cheap.  Or  all 
of  the  above. 

On  the  other  hand,  the  folks  who 
run  Trader  Joe's  29  stores  out  of  the 
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Trader  Joe's  founder,  Joseph  Coulombe 

Can  his  gourmet) health foodi discount  warehouse  concept  survive  him? 


South  Pasadena,  Calif,  headquarters 
know  exactly  who  their  customer  is. 
She  or  he  is  well  traveled  and  well 
educated,  and  has  a  sense  of  humor 
and  a  taste  for  the  offbeat.  Which  is 
why  Trader  Joe's  is  looking  to  move 
into  the  San  Francisco  Bay  area  and 
reportedly  Boston  but  has  little  inter- 
est in  Beverly  Hills.  Says  a  company 
spokeswoman,  "The  Beverly  Hills 
population  may  be  well  educated,  but 
the  maids  do  the  shopping." 

The  result  is  an  offbeat  retailing 
formula  that  works.  Part  gourmet  and 
health  food  store,  part  discount  ware- 
house, Trader  Joe's  claims  it  sells 
more  Perncr  Jouet  Grand  Brut  and 
imported  Brie  than  any  other  retailer 
in  the  country.  Revenue  for  the  chain 
last  year  was  around  $150  million. 
Industry  experts  estimate  that  with 
its  cramped  stores  (average  size,  7,400 
square  feet,  when  a  small  Los  Angeles 
supermarket  runs  around  12,000)  and 
packed  aisles  and  shelves,  the  chain  is 
pulling  in  an  enviable  profit  dollar  for 
every  square  foot.  How  much?  The 
company  refused  to  talk  numbers,  but 
you  can  be  certain  that  Trader  Joe's 
high  volume,  low  overhead  and  op- 


portunistic buying  yields  fat  margins. 

Joseph  Coulombe  founded  Trader 
Joe's  in  1967.  Coulombe,  now  59, 
owned  a  chain  of  convenience  stores 
in  California  when  he  learned  that 
Southland  Corp.'s  huge  7-Eleven 
chain  had  targeted  the  state  for  expan- 
sion. Time  to  move  on,  decided  Cou- 
lombe. But  to  what?  Two  social 
trends  struck  him:  rising  levels  of  so- 
phistication and  education,  and  the 
boom  in  overseas  travel  ushered  in  by 
the  jumbo  jet  and  discount  airfares. 
These  well-educated  and  well-trav- 
eled people  were  exposed  to  new  foods 
and  wanted  to  impress  their  friends 
and  neighbors  with  their  newly  ac- 
quired tastes.  Recalls  Coulombe:  "I 
wanted  to  appeal  to  the  well  educated 
and  people  who  were  traveling  more, 
like  teachers,  engineers  and  public  ad- 
ministrators. Nobody  was  taking  care 
of  them." 

So,  Coulombe  says,  he  simply 
"grafted  a  health  food  store  on  top  of  a 
liquor  store"  in  the  early  Seventies, 
and  gave  it  a  name  redolent  of  the 
South  Seas,  adventure  and  exotic 
foods.  And  whimsically  labeled  his 
products    to    make    shoppers    smile. 


Kiwi  From  Paradise  juice,  fo: 
example,  or  Look  Ma!  No  Re 
fined  Sugar!  Granola  and  th< 
Age  of  Raisin  Bread.  But  nc 
Coca-Cola  or  Budweiser. 

Trader  Joe's  is  constantly 
picking  over  other  people': 
marketing  mistakes.  So  wher 
Bird's  Eye  changed  the  produci 
line  and  packaging  of  its  Inter 
national  Recipe  frozen  fooc 
side  dishes,  Trader  Joe's 
stepped  in  to  pick  up  the  ok 
inventory  cheap.  Result:  Trad 
er  Joe's  sold  the  Bird's  Eyt 
dishes  for  79  cents  each,  ver- 
sus $1.49  in  supermarkets 
Trader  Joe's  also  works  Witt 
manufacturers  and  suppliers 
to  come  up  with  new  prod 
ucts.  Example:  It  recently 
teamed  with  Wolfgang  Puck, 
one  of  Los  Angeles'  trendy 
chefs,  and  now  advertises 
Puck's  frozen  apple  tarts  undei 
Trader  Joe's  label,  for  $2.99  foi 
a  package  of  three — the  very 
same  tarts  that  Puck  sells  un- 
der his  own  name  in  super 
markets  for  $2.50  to  $3  each 
The  only  thing  missing  is  the 
fancy  packaging. 

Over  the  summer  Trader 
Joe's  sold  California's  Chateau 
St.  Jean  chardonnay  for  $7.99  a 
bottle.  Suggested  retail:  $15 
How  come?  Trader  Joe's  wine 
buyer  Bob  Beming  bought  all 
that  remained  of  the  1984  vin- 
When  Napa  Valley's  Strack's 
Vineyard  wanted  to  cash  out,  it  sold 
Trader  Joe's  3,000  cases  of  one  of  its 
nicer  chardonnays.  Trader  Joe's  price: 
$2.99  a  bottle.  Down  the  street,  liquor 
stores  were  selling  it  at  $8.50. 

Yet  you  won't  find  Trader  Joe's 
touting  specials  in  the  Los  Angeles 
rimes.  The  company  uses  some  radio 
spots,  but  it  relies  mostly  on  word  of 
mouth  and  the  /'earless  Flyer,  a  20-page 
newsletter  published  five  times  a 
year.  Printed  on  cheap  newsprint,  the 
Flyer  is  chockablock  with  cutesy  es- 
says describing  current  specials,  food 
and  wine  tidbits  and  consumer  infor- 
mation, all  illustrated  with  wry  car- 
toons. Coulombe:  "I  married  Consum- 
er Reports  with  Mad  magazine." 

In  1979  Coulombe  sold  Trader  Joe's 
to  the  billionaire  West  German  gro- 
cery tycoons  Karl  and  Theo  Albrecht. 
Coulombe  stayed  on  as  chief  execu- 
tive until  last  January,  when  he 
passed  the  reins  to  John  Shields,  a 
former  department  store  executive. 
Coulombe  uses  his  free  time  to  travel 
and  think  about  his  next  venture.  It 
will  be  interesting  to  see  how  his 
company  does  without  him.  ■ 
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s  this  how  your  worldwide  long 
istance  company  sees  the  world? 


^  j. 


/ 


Whoever  said  it's  a  small  world  must  have  been  trying 
rail  with  our  competition.  Because  there  are  over  45 
intries  they  don't  reach.  With  AT&T,  your  international 
ling  needs  can  grow  right  along  with  your  business. 
;ly  AT&T's  Worldwide  Intelligent  Network  lets  you  call 
arly  and  quickly  to  over  200  countries.  Because  no  one 
e  gives  you  AT&T's  commitment  to  quality.  Or  service. 

So  why  use  someone  who  doesn't  see  the  world 
opportunity  quite  as  big  as  you  do? 


For  more  information,  call  an  AT&T  representative 
at  1  800  222-0400,  Ext.  1277. 


AT&T 

The  right  choice. 


89  AT&T 


Personal  Affairs 


Edited  by  William  G.  Flanagan 

You  dorit  have  to  own  your  own  railroad 
car  to  enjoy  the  romance  of  rail  travel  as  it 
once  was.  Rail  buffs  are  now  putting  their 
lovingly  restored  cars  up  for  charter. 


"Private  varnish 


n 


By  Neal  Santelmann 


Among  railroad  buffs,  "private 
varnish"  refers  to  individually 
i  owned,  luxury  railroad  cars  of 
yore  (Forbes,  Jan  2H,  1985).  Restoring 
these  cars  can  be  monumentally  ex- 
pensive. But  don't  despair.  A  lot  of 
owners  are  now  making  their  cars 
available  for  charter. 

Take  physicist  Clark  Johnson,  of 
Washington,  D.C.,  for  example.  In 
1983  he  spent  $10,000  for  Camas,  a 
1948  Pullman  sleeper,  which  he  has 
since  converted  to  an  "office  busi- 
ness" car.  (Office  business  cars  were 
originally  built  for  official  railroad 
use.)  Johnson  has  spent  $300,000  to 
redo  the  car  in  an  art  deco  style  and 
bring  it  up  to  current  operating  stan- 
dards. "Unless  you're  independently 
wealthy,"  he  says,  "chartering  is  the 
only  way  to  cover  the  costs."  Carilas 
logs  about  100  charter  days  and 
40,000  miles  a  year. 

Private  cars  usually  come  with  a 
cook  and  one  or  two  attendants,  plus  a 
technician  for  mechanical  problems. 
Some  owners  go  to  great  lengths  to 
please — working  out  menus  and 
choice  of  vcr  tapes.  A  Midwest  travel- 
er with  a  penchant  for  sushi  once  put 
the  crew  of  the  Caritas  to  work.  "Find- 
ing sushi  in  South  Dakota  isn't  triv- 
ial," says  Johnson. 

Demand  for  cars  is  growing  to  the 
point  where  at  least  one  company  is 
in  the  chartering  business  full  time. 
Gold  Coast  Ltd.,  of  Port  Washington, 
NY.,  charters  a  fleet  of  10  special 
rjilroad  cars.  In  all,  it's  estimated  that 


there  are  over  100  cars  around  the 
country  available  for  charter. 

For  the  most  part,  these  cars  are 
museum  pieces  on  wheels.  They  re- 
call a  bygone  era  when  no  business 
mogul  worth  his  homburg  would 
travel  any  other  way. 

Take  Gold  Coast's  Fantasia,  for 
example,  a  1953  Budd  business  car 
once  used  by  New  York  Central 
Railroad's  ill-starred  chairman,  Rob- 
ert Young.  It  has  an  open  observation 
platform  at  the  rear  and  all  the  com- 
forts of  home,  including  a  color  tv 
and  vcr,  stereo  system  and  cd  player. 


Three  large  master  bedrooms  and  tw 
roomettes  can  accommodate  up  i 
nine  on  overnight  trips.  Gold  Coast 
crews  go  all  out  to  provide  passenge 
with  exquisite  service,  and  addc  i 
amenities  include  toiletries  froi 
France  and  fresh  flowers  daily.  "Sta"  I 
ing  on  our  trains  is  like  staying  in 
four-star  hotel,"  says  Gold  Coa 
General  Manager  Donald  Primi. 

Another  jewel  of  the  rails  out  fcl 
charter  is  the  Dover  Harbor,  a  192  j 
Pullman    car   rebuilt    as    a    sleepe 
lounge  in   1934.  Owned  and  mail 
tained  by  the  Washington,  D.C.  cha] 
ter  of  the  National  Railway  Historic;! 
Society,  the  car  is  kept  as  close  t 
original  as  possible,  right  down  to  th 
brass  fittings  and  period  light  fixture 
Dover  Harbor  is  chartered  for  aboia 
ten  trips  a  year. 

Among  the  biggest  charter  custorrl 
ers  are  corporations,  which  rent  cail 
for  incentive  travel  or  retreats.  Allal 
Hemphill,  president  of  the  Gauer  E:l 
tate  Vineyard  in  Geyserville,  Calif  i 
for  example,  owns  two  1940s  Pullma 
cars  decorated  in  a  wine  country  mcj 
tii.  Hemphill  uses  them  to  promotj 
his  vineyard,  but  for  a  few  month] 
each  spring  and  fall  he  rents  them  ot  j 
to  companies,  including  ibm  anj 
Manpower  Inc.,  which  generally  boo  I 
the  cars  several  months  in  advance. 

Some  companies  also  use  railroa  i 
cars  for  marketing.  "A  hotel  room  i| 
just  another  hospitality  suite,"  sayl 
Johnson.  "But  park  a  car  in  a  big  cityl 
and  you'll  get  everyone  you  sent  aJ 
invitation  to." 

Okay,  the  prices:  Depending  on  th 
whims  of  the  passengers  and  the  exj 
tent  of  the  service,  rates  of  $3,000  tl 


Business  group  aboard  the  l-anlasia.  once  used  by  railroad  barons 
Cost:  S6.500  a  day,  plus  $  1 .50  per  mile. 
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$4,000  a  day  are  typical  for  a  private 
:ar.  Gold  Coast,  which  prides  itself  on 
service  and  amenities,  charges  more. 
The  Fantasia,  for  instance,  goes  for 
$6,500  a  day  or  $20,000  a  week,  plus 
$1.50  a  mile.  Amtrak  gets  its  share — 
and  if  a  train  needs  an  additional  loco- 
motive, for  example,  or  if  stations 
charge  for  switching,  costs  can  climb. 
Well-in-advance  reservations  are 
the  rule  for  private  railroad  travel. 
Amtrak  insists  on  at  least  15  business 
days  to  set  up  a  trip.  Two  months  is  a 
good  idea — if  you  want  something 
special  it  can  take  time  to  work  out 
the  details. 

Despite  the  costs,  individuals 
sometimes  charter  cars,  too.  William 
Sams,   president   of   fpa   Paramount 

1  Fund,  Inc.,  recently  chartered  Fantasia 
for  a  one-way  four-day  family  trip 

'•from  Philadelphia  to  Dallas.  "I  can 
remember    stopping    in    the    woods 

■-  when  the  train  got  a  red  signal  and 
listening  to  the  stillness.  You  don't 

,  have  moments  like  that  driving  the 
interstates,"  says  Sams.  "I'd  do  it 
again,"  he  adds.  "I  really  got  to  look  at 
America." 

A  charter  referral  directory  is  avail- 
able by  writing  the  American  Associ- 

i  ation  of  Private  Railroad  Car  Owners, 

i  c/o  Lawrence  Haines,  224  Orr  Drive, 
Somerville,  N.J.  08876.  Gold  Coast 

.  Ltd.   is   based   in   Port   Washington, 
N.Y.;  1-800-872-4621. 
You  don't  have  to  charter  a  car  to 

■  ride  the  rails  in  luxury,  however.  In 
mid-November,  the  American-Euro- 
pean Express  Railroad  Co.  (no  relation 

i  to  American  Express)  will  inaugurate 
regularly  scheduled  overnight  service 
between  Washington,  D.C.  and  Chi- 

.  cago  aboard  a  set  of  luxury  railroad 
cars  on  Amtrak's  Capitol  Limited 
route.  Running  five  days  a  week  in 
both  directions,  each  set  will  have 
three  sleepers,  a  dining  car  and  a  club 
car,  complete  with  piano  player. 
Space  is  limited  to  56  passengers  on 
each  of  the  17-hour  runs. 
Most  of  the  cars  are  Pullmans  built 

I  between  the  1930s  and  the  1950s,  and 
the  company  has  spent  around  $1  mil- 

i  lion  to  refurbish  each  of  them.  One- 
way room  rates  run  from  $695  to 
$1,600,  including  meals  and  rail  fare. 
Fot  more  information  and  reserva- 
tions, call  800-677-4233. 

Gold  Coast  Ltd.'s  Donald  Primi  is 
also  planning  scheduled  train  service 
using  luxury  railroad  cars.  By  the  be- 
ginning of  1990  he  plans  to  start  a 
regular  run  along  Amtrak's  New  York 
to  Florida  route.  Depending  on  the 
railroad  car,  rates  should  be  from  $400 
for  a  roomette  on  up  to  $1,500  for  a 
master  suite. 
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If  you  re  thinking  of  passing  on  wealth  to  your  grand- 
children, you  can  save  a  fortune  in  taxes  by  acting 
before  the  end  of  this  year. 

Before  the 
loophole  closes 

TIime  available  to  take  advantage 
of  the  so-called  Gallo  amendment 
is  running  out  faster  than  a  bottle  of 
Hearty  Burgundy  at  a  fraternity  party. 

You've  probably  heard  or  read  about 
the  Gallo  amendment,  but  stay  with 
us.  Other  accounts  of  this  important 
loophole  raise  as  many  questions  as 
they  answer.  Yet  millions  of  your  tax 
dollars  could  be  at  stake  if  you  have  a 
sizable  estate  and  want  to  pass  on  as 
much  as  possible  to  your  grandchil- 
dren. Miss  the  loophole  and  you'll 
needlessly  enrich  the  U.S.  Treasury 
instead.  And  the  clock  is  ticking.  The 
Gallo  amendment  expires  at  mid- 
night on  Dec.  31,  1989. 

When  Ernest  and  Julio  Gallo  found 
that  the  1986  Tax  Reform  Act  would 
produce  an  onerous  new  version  of  an 
old,  confiscatory  transfer  tax,  they 
hired  a  Washington  tax  lobbyist  to 
help  the  family  escape  it.  And  with  a 
family  business  worth  $700  million, 
the  family  had  a  lot  to  lose.  Result: 
The  1986  act  contains  what  is  known 
as  the  Gallo  amendment.  Under  its 
provisions,  anyone  can  transfer  up  to 
a  maximum  of  $2  million  to  each 
grandchild  (of  which  the  Gallos  are 
said  to  have  at  least  20)  without  pay- 
ing one  cent  of  the  new  transfer  tax, 
which  is  formally  known  as  the  gener- 
ation skipping  transfer  tax  (gstt). 

The  reason  Congress  cooked  up  the 
gstt  was  to  make  sure  that  a  transfer 
tax  is  levied  on  every  generation — no 
more  passing  money  from  grandpar- 
ents to  grandkids  and  skipping  estate 
or  gift  taxes.  The  gstt,  after  allowing 
for  a  one-time,  $1  million  exemption, 
levies  a  55%  tax  on  any  gift  you  make 
to  someone  who  is  two  or  more  gener- 
ations beyond  you. 

That  kind  of  bite  is  bad  enough,  but 
it  actually  amounts  to  a  second  tax  on 
any  generation-skipping  payments. 
First  of  all,  when  it  comes  to  transfer 
of  wealth,  you  have  to  contend  with 
the  gift  tax — which  also  has  rates  as 
high  as  55% .  If  your  gift  skips  genera- 
tions, you  have  to  pay  the  gift  tax  on 
top  of  the  gstt.  The  Gallos'  lobbyists 
successfully  argued  that  this  was  un- 
fair, and  so  got  a  window  of  opportu- 
nity to  avoid  the  gstt,  until  the  end  of 
this  year. 

Here's  what  the  Gallos'  diligence 
can  mean  to  you  in  tax  savings.  Let's 
say  you  wish  to  give  $2  million  to 


your  grandchildren.  If  you  do  it  next 
year,  under  the  1986  statute  you  first 
have  to  pay  $1.1  million  in  the  gstt. 
So  the  $2  million  gift  will  actually 
cost  you  $3.1  million. 

But  wait,  there's  more.  Now  comes 
the  gift  tax,  which  is  levied  not  just  on 
the  $2  million  gift  itself  but  on  the 
entire  $3.1  million.  That  amounts  to 
another  $1.7  million  in  taxes,  for  a 
total  tax  bill  of  $2.8  million — on  a  $2 
million  gift. 

(We  assume  that  you  already  will 
have  used  up  your  $1  million  gstt 
exemption,  as  well  as  the  standard 
$600,000  gift  tax  exemption.) 

Under  the  Gallo  amendment,  how- 
ever, you  can  ignore  the  gstt,  as  long 
as  you  make  your  gift  soon.  You  must 
still  pay  the  gift  tax  ($1.1  million  on 
the  $2  million  gift  in  this  case),  but 
the  savings  still  amount  to  $1.7  mil- 
lion. "For  anyone  with  a  very  large 
estate  this  is  an  enormous  loophole," 
notes  Pamela  Anderson  of  National 
Madison  Group,  a  New  York  City  es- 
tate planning  firm. 

Gifting  large  amounts  before  year- 
end  has  another  silver  lining.  Once 
the  generation-skipping  tax  goes  into 
effect  at  the  beginning  of  next  year, 
donors  will  get  the  $1  million  exemp- 
tion. But  anything  you  give  away  now 
will  not  count  toward  that  exemp- 
tion. For  instance,  someone  who  has 
four  grandchildren  and  expects  to 
have  more  can  make  gifts  to  the  living 
grandchildren  now  and  save  the  $1 
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IfOurHotelsMakeBusinessTravel 

Feel  like  AVacation,ImagineWhat  Our 

ResortsMakeAVacationFeelLike. 

Whether  business  takes  you  to  one  of  our  hotels,  or  pleasure  to  one       JU 
of  our  resorts,  at  Four  Seasons  you'll  always  enjoy  the  same  meticulous    i!?3kj 
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Making  usa  perfect  escape  from  the  rigors  of  a  pressure-         Tni  qwndhote  s  WD 
filled  world.  Should  that  escape  last  weeks,  or  merely  overnight      Resortsofoi'rtimi 

(  \1TF.D  STATES  Aniltn.  Boston.  Chnago.  ChttagolThe  Rttz-Carlnmi.  Houilonl  Center  I.  Homlon  I  Inn  on  the  Pari  I.  Lot  Angeles. 

\n.   Yuri  |  I  h  I'icrr, .   Stupuri  tiij,t,  i.alifornta.  Philadelphia .  San  Francisio.  Seattle.  Washington  D  C.  CANADA.  Montreal 

I  LaQnalrfSsUMSl   Otlaua    Toronto.  Toronto  I  Inn  on  ll<  ..,,    UNITED  KINGDOM   Ijondon  linn  on  tbt  Park)  JAPAN: 

9911    RESORTS   <  arihh^niSm:    V.l.,l990).DslUl(UlCtlnil   Ma*i(Velilml  ,19891   Santa  Barbara  {The  Blllmore). 

Canada  t  Mmaki  Lodge)   For  reservations  in  the  U  S  ctlKSOO  i  Canada  .alllHIX))  2(>N-(>2H2  or,allyo*r  travel  agent . 

C  1989  Four  N<-  jsons  Motels  Ltd 


:»«**°" 


o^e 


Source:  Don  Bowdren  Associates.  1987 


million  gstt  exemption  for  those 
grandchildren  born  after  1990. 

What  if  you  are  reluctant  to  give 
large  amounts  of  money  to  people  sc 
young?  Thank  the  Gallos  again.  Then1 
amendment  allows  for  the  use  oil 
trusts  to  pass  on  wealth.  Putting  the 
money  in  trust  can  prevent  the  young- 
sters from  getting  their  hands  on  any 
money  until  age  21,  for  example.  But 
there  are  some  restrictions  on  such  a 
trust.  First,  it  must  be  for  the  exclu- 
sive use  of  the  grandchild.  Second,  the 
income  from  the  trust  must  be  dis- 
tributed— it  cannot  be  reinvested  in 
the  trust — after  the  grandchild  is  21 
years  old.  And  third,  the  trust's  princi- 
pal must  be  included  in  the  grand- 
child's taxable  estate.  That  ensures 
that  the  government  will  eventually 
get  its  cut. 

Is  it  worth  it  to  go  to  so  much 
trouble?  You  might  just  prefer  to  wait 
and  pass  on  your  wealth  after  you 
yourself  have  passed  on.  But  that  do- 
Miss  the  loophole,  which 
closes  at  the  end  of  the 
year,  and  you  could  enrich 
the  V.S. Treasury  far  more 
than  your  grandchildren. 

nothing  strategy  amounts  to  giving  an 
enormous  present  to  the  government. 
Example:  If  you  were  to  pass  on  to 
your  grandchildren  today  the  $2  mil- 
lion mentioned  earlier,  it  would  cost 
you  a  total  of  $3.1  million,  after  pay- 
ing a  gift  tax.  Assume  that  you  live 
another  15  years.  At  8%  compounded 
annually,  that  $2  million  would  be 
worth  $6.3  million  to  your  grandchil- 
dren at  the  time  of  your  death — mon- 
ey that  is  already  in  their  hands.  On 
the  other  hand,  if  you  held  on  to  the 
same  $3.1  million  in  your  own  estate, 
it  would  be  worth  $9.8  million  when 
you  died. 

But  wait:  If  the  $9.8  million  goes  to 
your  grandchildren  after  your  death,  it 
would  be  subject  to  a  55%  estate  tax, 
leaving  $4.4  million,  and  a  $1.6  mil- 
lion generation-skipping  tax.  So  the 
grandkids  get  a  total  of  only  $2.8  mil- 
lion in  15  years. 

"I  know  a  lot  of  people  who  made 
gifts  right  after  the  amendment  was 
passed  in  1986,"  says  Anderson. 
"They  paid  literally  millions  in  gift 
taxes,  but  they  saved  the  family  even 
more." 

Moral:  If  you  are  among  the  esti- 
mated 0.5%  of  the  population  that  has 
to  worry  about  the  gstt  tax,  you 
should  start  your  giving  now  if  you 
want  your  heirs  to  be  in  such  privi- 
leged company. — Patrice  Duggan 
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Collectors 


By  Evan  McGlinn 


Meet  Akira  Tsumura,  whose  collection  of  stringed  in- 
struments is  among  the  best  in  the  world.  And  where 
cere  they  made?  Right  here  in  the  U.S. A. 

A  strong  yen 
for  instruments 


the  D-45  has  abalone  pearl  inlay  and 
originally  sold  for  just  $200.  Because 
they  were  relatively  expensive  to 
make  and  took  an  average  of  five 
months  to  build,  only  91  were  ever 
produced.  Other  prewar  Martin  gui- 
tars are  also  getting  top  dollar  these 
days — as  much  as  $15,000  for  a  pre- 
war Martin  D-28  and  the  same  for  the 
Martin  OM-45. 

D'Angelico  and  D'Aquisto  archtop 
jazz  guitars  take  up  much  of  Tsu- 
mura's  collection.  D'Angelicos  were 
made  in  New  York  City  from  the  ear- 
ly 1930s  until  John  D'Angelico's 
death  in  1964.  A  1952  D'Angelico  Ex- 


Is  there  an  old  banjo  or  guitar  in 
your  attic  from  your  college  strum- 
[  ning  days?  Akira  Tsumura,  now  pres- 
I  dent  of  Tsumura  &  Co.,  the  Japanese 
,  lerbal  drugmaker,  might  like  to  hear 
Tom  you.  Tsumura  developed  more 
;  :han  a  strumming  interest  in  stringed 
instruments  when  he  attended  the 
[  Jniversity  of  Michigan  in  the  late 
j  1950s.  He  took  up  the  banjo,  and  even 
,  Dlayed  with  a  campus  Dixieland 
j  ?roup  called  the  Boll  Weevils.  But  at 
<  lome  he  found  that  "nobody  in  Japan 
lad  a  banjo." 

There  are  plenty  of  good  banjos 
in  Japan  now,  many  of  them 
owned  by  Tsumura.  And  they  are 
aot  stamped  "Made  in  Japan." 
While  Japanese  companies  such 
is  Takamine  manufacture  mod- 
erately priced  guitars,  they  are 
aot  handmade  and  fail  to  excite 
collectors.  Most  of  the  highest- 
quality  and  best-sounding  instru- 
ments have  long  been,  and  still 
are,  made  in  the  U.S.A. 

Tsumura's  collection  of  fretted 
stringed  instruments — one  of  the 
largest  in  the  world — includes 
around  1,000  vintage  American 
banjos,  150  guitars,  100  ukuleles, 
40  mandolins,  50  lap  steels  and 
50  tenor  guitars.  How  much  is  all 
this  wire  and  wood  worth?  Some- 
thing near  $6  million. 

And  what  has  it  all  cost  Tsumura? 
He  says  he's  been  collecting  so  long 
that  he  can't  put  a  figure  on  it. 

"I  don't  really  know.  I  feel  that  I  am 
spending  too  much,"  says  the  53-year- 
old  collector,  who  also  tucks  away 
Rolex  watches,  wines,  jazz  albums 
and  antique  Louis  Vuitton  luggage. 

But  he  is  still  at  it.  Six  months  ago 
he  plopped  down  $40,000  for  a  rare 
1936  Martin  D-45S  guitar — a  wider 
version  of  the  D-45  model  made  by 
C.F.  Martin  &.  Co.  of  Nazareth,  Pa. 
The  D-45  models  are  to  guitarists 
what  Stradivarius  violins  are  to  vio- 
linists. Made  between  1933  and  1942, 


Pamela  Fernuik 


Tsumura  picking  with  his  Dixieland  group 
A  thousand  banjos  in  his  collection. 


eel  model  sold  new  for  just  $350.  Ask- 
ing price  today?  Up  to  $20,000,  de- 
pending on  condition.  D'Angelico's 
apprentice,  James  D'Aquisto,  started 
making  his  own  guitars,  which  can 
still  be  ordered  from  his  workshop  in 
Greenport,  N.Y.  for  up  to  $10,000, 
depending  on  the  model. 

But  banjos  are  by  far  Tsumura's  fa- 
vorites. Around  half  of  his  collection 
consists  of  models  made  in  the  19th 
century  as  well  as  later  models  by 
Gibson,  Vega,  Paramount  and  Epi- 
phone.  Like  old  Martin  guitars,  these 
instruments  can  command  big  prices. 
A  Gibson  Mastertone  All  American 


banjo  made  in  the  1930s  (original  cost 
about  $550)  can  now  fetch  $20,000. 

Even  with  his  collection,  Tsumura 
admits  there  are  still  some  banjos  he 
would  like  to  get  his  hands  on — in- 
cluding the  Luxor,  Toreador,  Corsican 
and  Oriental  models  made  by  Ludwig 
in  the  1920s.  These  are  so  rare  that 
Akira  himself  has  never  seen  one. 

Tsumura  also  owns  a  Gibson  F-5 
mandolin,  made  by  Gibson  between 
1922  and  1924.  The  F-5s  were  signed 
by  Lloyd  Loar,  Gibson's  famed  acous- 
tical engineer,  and  only  about  150 
were  made.  Find  one  for  sale  and  look 
to  spend  over  $15,000 — up  sixtyfold 
from  the  1923  price  of  $250. 

Why  such  high  prices?  It's  not  just 
that  these  instruments  are  relatively 
old  and  rare.  It's  the  quality  of  the 
sound  they  produce.  Martin  000-45 
guitars,  for  example,  are  almost  as 
rare  as  the  D-45  but  command  prices 
of  only  around  $13,000  because  at  pre- 
sent collectors  value  the  sound  quali- 
ty of  the  D-45  over  the  000  models. 
Not  surprisingly,  ever  since  Tsu- 
mura— the  collector  everyone  keeps 
his  eye  on — paid  $40,000  for  that  Mar- 
tin D-45S,  prices  have  risen. 

"Unquestionably,     Akira     is     big 
enough  to  change  the  market,"  says 
George    Gruhn,    an    instrument 
dealer  in  Nashville  who  sells  to 
Tsumura. 

And  he  buys  only  the  best.  Re- 
finished  instruments  without 
original  tuning  pegs  or  ones  that 
have  been  badly  restored  do  not 
make  the  cut. 

"The  fewer  of  these  instru- 
ments there  are  around,  the  more 
finicky  collecters  become,"  says 
Harry  West,  a  collector  and  dealer 
in  Durham,  N.C.  and  owner  of 
two  prewar  Martin  D-45  guitars. 
Tsumura's  passion  has  proved 
contagious  in  his  company.  Mac 
Yasuda,  president  of  Tsumura's 
U.S.  subsidiary,  is  also  a  collec- 
tor, with  about  300  vintage 
American  guitars.  In  addition  to 
buying  for  himself,  Yasuda  scans 
the  globe  finding  new  instruments  for 
Tsumura's  already  bulging  collection, 
which  he  houses  in  his  home,  a  ware- 
house and  an  exhibition  room  in 
downtown  Tokyo. 

Tsumura  still  plays  his  instru- 
ments, too,  and  has  even  organized  a 
Dixieland  group  for  which  he  sings 
and  plays  banjo  and  guitar.  You  can 
catch  him  and  his  group,  the  Story- 
ville  Dandies,  performing  every  other 
week  at  the  Erard,  a  restaurant  run  by 
his  wife  and  situated  in  the  basement 
of  the  Tsumura  &  Co.  headquarters  in 
the  Kojimachi  section  of  Tokyo. 
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Careers 


By  Dyan  Machan 


Creative  people  often  make  everyone 
around  them  rich  but  remain  penniless 
themselves.  It  took  Nicolai  Canetti  several 
tries  to  get  on  the  right  side  of  the  equation. 

Looking  out  for 
number  one 


Howard  Simmon 


Nicolai  ( (Dicta,  founder  qj  .  im 

He  got  sick  of  seeing  other  people  get  rich. 


Nicolai  Canetti 's  career  bega 
with  six  false  starts.  His  sc 
enth  effort,  to  become  a  n, 
tionally  known  designer,  has  the  earl 
look  of  a  smashing  success. 

Stroll  through  Bloomingdale's  an 
you'll  find  Canetti-designed  clock 
leather  goods  and  desk  accessorie 
Canetti,  42,  is  perhaps  the  only  proc 
uct  designer  outside  the  clothing  ir 
dustry  to  have  his  own  in-store  bot 
tiques  in  department  store  chain 
such  as  Macy's  and  Marshall  Field' 
But  he  isn't  satisfied  yet.  Canet 
wants  to  be  known  as  the  Ralp 
Lauren  of  product  design.  Says  he,  ' 
want  to  be  a  household  name." 

Canetti  has  a  long  way  to  go.  Tru 
his  New  York-based  company,  Cai 
etti  Inc.,  has  grown  rapidly  in  its  fiv 
years  of  operations  and  his  product 
are  carried  in  more  than  400  depar 
ment  stores.  But  fiscal  1989  sales  wi 
total  only  about  $10  million.  That 
why  Canetti  is  feverishly  designin 
new  products  and  looking  for  ne 
sales  outlets. 

In  the  design  business,  salesmar 
ship  can  be  just  as  important  as  artis 
tic  talent.  Even  Canetti  himself 
well  packaged.  If  you  ask  the  derive 
tion  of  his  name,  he  will  tell  you  he  i 
of   Italian   descent.   Ask  again,   an 
you'll  find  out  he  was  actually  bo: 
Nicolai    Goldstein.    His   father   wa 
Hungarian-Rumanian,     his     mothe 
French,  and  he  was  bom  in  Transylva 
nia.  But  is  all  that  really  important 
Remember,  Ralph  Lauren  was  borr 
Ralph  Lifshitz  in  the  Bronx. 

Unlike  Lauren,  who  started  his  ca 
reer  in  Manhattan's  Seventh  Avenu 
fashion  district,  Canetti  graduatec 
from  design  school  in  Jerusalem 
1969  and  spent  more  time  studyin; 
design  with  his  uncle  in  France,  ther 
went  to  Africa  to  teach  at  the  Univer 
sity  of  Nairobi.  Teaching,  however 
never  interested  him  as  much  as  busi 
ness  did,  so  he  left  after  several  year: 
to  become  the  creative  director  at 
startup  advertising  firm,  Kenya  Pub 
licity  Services,  affiliated  wit 
McCann-Erickson  London.  There  he 
poured  his  energy  into  building  th 
firm's  business  with  clients  like  Fire 
stone  Tire  and  Inter-Continental  Ho 
tels.  In  1974  the  ad  firm's  owners  sol 
out  to  another  advertising  agency 
Says  Canetti,  "They  got  rich,  I  go 
nothing."  Unfortunately,  this  was  to 
become  a  pattern  with  Canetti. 

In  Africa  Canetti  fell  in  love  with  a 
New  York  woman.  He  decided  to  fol 
low  her  home  and  make  his  name  on 
Madison  Avenue.  Life  was  not  to  go 
so  smoothly,  however.  By  the  time 
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Local  color. 

A  kimono  the  color  of  a  cherry 
blossom  in  spring.  Another  the  hue  of 
a  blazing  sunrise.  And  the  time  to  notice. 

Time.  It's  a  key  reason  you  chose 
United  to  get  to  Japan.  With  United  s 
unparalleled  schedule  to  the  Far  East,  you 
can  arrange  your  schedule  as  you  wish. 
And  enjoy  the  pleasures  of  the  best  in 
international  travel  along  the  way. 

Come  flv  the  friendly  skies. 
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Howard  Simmon 


A  Canetti  display  in  Bloomingdale's 

Will  he  someday  have  stores  of  his  own? 


Canetti  got  to  New  York,  his  girl- 
friend had  dumped  him,  and  the 
American  advertising  industry  wasn't 
interested,  either.  After  what  he  re- 
members as  "hundreds"  of  fruitless 
interviews,  it  became  plain  that  even 
though  he  had  plenty  of  experience, 
no  advertiser  was  willing  to  believe 
that  foreign-born  Canetti  could  un- 
derstand American  culture  well 
enough  to  sell  to  Americans. 

That's  when  he  met  publisher 
Charles  Mandel,  who  made  Canetti 
art  director  of  a  trade  magazine  called 
Madison  Avenue  "It  wasn't  really 
much  of  a  risk,"  says  Canetti.  "I  was 
cheap."  Once  again  he  dug  in,  and 
helped  the  magazine  win  several  de- 
sign awards.  But  in  1976  he  left, 
knowing  the  magazine  would  soon  be 
sold  out  from  under  him. 

Then  came  Canetti's  photography 
phase.  That  same  year  he  went  to 
work  for  Peebles  Press  International, 
a  publisher  of  coffee-table  picture 
books  on  exotic  parts  of  the  globe. 
Canetti  started  his  photography  ca- 
reer with  a  Peebles  book  on  Kiliman- 
jaro, which  was  followed  by  a  book  on 
lions  and  16  others.  The  volumes  sold 
well,  making  Peebles  a  nice  profit, 
while  Canetti  made  about  $3,000  a 
book.  Canetti  realized  that  he  had 
done  what  he  had  resolved  never  to  do 
again:  make  someone  else  rich. 

After  that,  Canetti  refused  to  work 
without  getting  a  piece  of  the  action 
With  a  partner,  he  opened  a  photo 
gallery  in  Manhattan,  selling  prints 
to  the  public  and  stock  pictures  to 
magazines.  The  gallery  taught  him 
another  lesson:  Know  thy  partner. 
Canetti  had  50%  of  the  equity,  but 


A  < 'anetti  briefcase 

Making  vinyl  look  rich. 


he  was  doing  100%  of  the  work.  In 
1979,  less  than  one  year  after  the 
gallery  opened,  he  walked  out  in  a 
rage.  It  was  the  same  old  refrain.  "I 
work  like  a  dog,  and  someone  else 
makes  the  money,"  he  fumed. 

Disaster  number  six:  Canetti  took 
what  was  left  of  his  savings  and  put  it 
into  an  export  business  he  formed 
with  a  group  of  electronics  retailers 
on  Manhattan's  Lower  East  Side.  The 
company  exported  accessories  like 
headphones  and  record  cleaners  to 
Western  European  retailers.  By  1980 
.mnual  revenues  had  jumped  to  $3.5 
million.  Then  the  dollar  surged,  pric- 
ing Canetti's  products  out  of  the  Euro- 
pean market.  Soon  after,  the  business 


went  kaput. 

Next  stop,  success.  Drawing  on  ev- 
erything he  had  learned  in  a  decade  of 
wrong  turns  and  missed  chances, 
Canetti  decided  to  start  his  own  busi- 
ness, design  his  own  products,  take  on 
only  silent,  outside  investors  as  part- 
ners, and  keep  most  of  the  profits  for 
himself.  All  he  needed  was  an  idea, 
and  before  long  he  had  it. 

On  a  trip  to  the  Far  East  for  his 
export  company,  Canetti  discovered  a 
high-quality  polyurethane  substitute 
for  leather.  At  the  same  time  he  no- 
ticed that  there  was  a  huge  gap  in  the 
marketplace  between  cheap,  sloppy- 
looking  vinyl  handbags  and  the  beau- 
tiful but  expensive  leather  briefcases 
for  women.  America's  growing  ranks 
of  working  women  had  few  options. 

With  that,  Canetti  the  designer  was 
born.  He  took  the  high-grade  vinyl 
and  treated  it  like  leather.  Instead  of 
vinyl  bags  with  big,  loopy  stitching, 
he  had  his  bags  handstitched  and 
lined.  In  May  1983  he  presented  his 
line  of  colorful,  affordable  portfolios 
and  briefcases  by  throwing  them  over 
the  shoulders  of  otherwise  naked 
mannequins  at  a  stationery  trade 
show  in  Manhattan.  At  first  it  was 
Canetti's  staging  that  made  heads 
turn,  but  then  the  products  caught 
people's  attention.  Buyers  crowded 
around.  Here  were  inexpensive  bags 
and  briefcases  that  the  buyers 
couldn't  tell  from  leather.  They  decid-. 
ed  to  bet  that  their  customers 
wouldn't,  either.  Orders  poured  in. 

Today,  six  years  after  the  trade 
show,  the  briefcases  and  portfolios 
still  account  for  60%  of  Canetti's 
sales,  but  he's  busy  pushing  into  new 
areas.  A  year  after  he  introduced  the 
vinyl  bag  line,  he  noticed  that  most 
clocks  in  the  U.S.  were  functional  but 
not  decorative.  He  started  making 
battery-operated  clocks  with  a  Euro- 
pean-inspired high-tech  design.  The 
clocks  won  design  awards  and  were 
accepted  into  several  museum  collec- 
tions overseas.  More  important,  they 
helped  put  Canetti's  name  on  the  map 
as  a  designer  with  staying  power,  not 
just  the  guy  behind  the  inexpensive 
handbags. 

Canetti  is  betting  that  his  decora- 
tive picture  frames,  clocks,  watches 
and  pens  will  establish  a  strong  con- 
sumer following,  a  loyalty  to  his 
name  much  like  Ralph  Lauren  com- 
mands. Canetti  hopes  to  someday 
open  his  own  flagship  store  where 
consumers  will  seek  out  Canetti 
clocks  the  way  they  buy  designer 
jeans.  But  even  if  that  never  comes  to 
pass,  Canetti  is  a  happy  man.  At  long 
last,  his  hard  work  and  creativity  are 
benefiting  the  right  person.  ■ 
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The  upwardly  mobile. 


1988  SCHIEFFELIN  &  SOMERSET  CO.  NY..  NY.  JOHNNIE  WALKER  •  BLACK  LABEL*  12  YE  AR  OLD  BLENDED  SCOTCH  WHISKY.  43.4%  Ale  Vol  (86.8* ). 


Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


The  play's  the  thing 


After  a  decade  of  running  the  Ameri- 
can Stock  Exchange,  Arthur  Le- 
vitt, 58,  announced  last  spring  that  he 
would  step  down.  His  new  job  title? 
Budding  media  baron. 

In  late  June,  Levitt  paid  $12  million 
for  Stagebill,  a  theater  guide  distribut- 
ed free  to  audiences  at  performing  arts 
centers  around  the  country. 

Stagebill  is  Levitt's  third  gambit  in 
the  media  business.  In  1986  he  bought 
Roll  Call,  Capitol  Hill's  twice-weekly 
gossip  tabloid.  He  also  holds  a  minor- 
ity stake  in  Lanham,  Md. -based  Uni- 


versity Press  of  America,  which  pub- 
lishes scholarly  books  for  universities 
and  think  tanks.  But  it  is  Stagebill  that 
has  Levitt  most  excited. 

"It's  a  captive,  upscale  audience  ev- 
ery night,"  he  beams.  Right  now 
Stagebill  claims  about  15  million  read- 
eis,  but  Levitt  has  grander  plans:  "Our 
demographics  are  so  superb  that  I'd  be 
very  surprised  if  we  cannot  double 
revenues  [to  some  $26  million]  within 
two  years." 

It  will  not  be  easy.  Under  Stagebill's 
previous   owner,    supersalesman   Jo- 


Publisber  Artbur  Levitt 

Upstaging  Playbill? 


seph  Barbieri,  the  magazine  toppei 
out  at  13  arts  centers,  including  th« 
Kennedy  Center  in  Washington  anc 
Manhattan's  Lincoln  Center,  and  4'. 
theaters,  mostly  in  Chicago. 

Much  of  the  nation's  theater  busi 
ness,  especially  on  Broadway,  has  al 
ready  been  sewed  up  by  Playbill  maga 
zine.  That's  one  reason  Levitt  is  con 
centrating  on  arts  centers,  aiming  t( 
add  seven  more  to  his  circulation  ros 
ter  by  1991.  But  to  do  that  he  wil 
probably  have  to  cut  the  centers  in  or  j 
his  advertising  earnings.  He  also  wil 
try  to  raise  ad  rates  "modestly"  fronlj 
their  current  level  of  $42,000  for  M 
one-page    full-color    ad.    Levitt    car 
only  hope   that  advertisers  will  gc  I 
along.— J.Z. 


Old  dog,  old  tricks 

He's  at  it  again.  William  Friedman 
deposed  vice  chairman  of  South 
mark  Corp.,  is  now  collecting  heft) 
management  fees  from  investors  whc 
don't  seem  to  be  too  wild  about  his 
management  skills. 

Friedman,  you  remember,  was 
drummed  out  of  Southmark  earliei 
this  year  after  mismanaging  the  Dal- 
las-based real  estate  concern  and  reck- 
lessly borrowing  company  funds. 
Southmark  sought  bankruptcy  pro- 
tection in  July. 

Now  Friedman,  45,  is  running  six 
real  estate  firms  that  were  formerly: 
managed  by  Southmark  affiliates.  Asj 
part  of  their  severance  arrangement, 
Friedman  and  dethroned  Southmark 
Chairman  Gene  Phillips  were  given  at 
least  $47  million  of  shares  in  the 
firms,  which  include  five  real  estate 
investment  trusts  and  one  limited 
partnership.  Friedman  and  Phillips 
have  since  invested  some  of  their  own 
money,  too,  raising  their  stake  in  each 
outfit  to  between  8%  and  23%.  In 
filings  with  the  Securities  &  Ex- 
change Commission,  the  duo  claim 
that  their  increased  holdings  will 
"better  align"  their  interests  with 
those  of  other  investors. 

But  the  other  investors  might  beg  to 
differ.  Trustees  at  four  of  the  trusts 
voted  in  January  to  dump  Friedman's' 
management  company  and  look  for  a 
new  adviser.  Friedman  quashed  the 
uprising,  adding  at  least  two  friendly 
trustees  to  each  board.  When  it  was 
time  to  pick  a  new  adviser  in  Febru- 
ary, the  contracts  went  to  National 
Realty  Advisors,  Inc.,  a  management 
firm  created  just  for  the  occasion  by 
Friedman  and  Phillips.  Advisory  fees 
from  these  captive  real  estate  firms 
should  exceed  $6  million  this  year, 
and  administrative  fees  could  add  at 
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AUTOMATIC  DOCUMENT  FEEDING 


AUTOMATIC  DUPLEXING 


AUTOMATIC  SORTING  OPTIONS 


Frantically  looking  for  a 
Spendable  25-cpm  copier?  Relax. 

Canon's  new  Anxiety  Reduction 
>eries  takes  the  worry  out  of  copying. 

Innovations  like  a  long-life  copying 
irum,  sophisticated  fine-grain  toner 
ind  self-diagnosing  control  panel 
vere  specifically  designed  to  give  you 
nore  copies  and  fewer  headaches. 


AUTOMATIC  REPRODUCTION  RATIO 


AUTOMATIC  EXPOSURE 


AUTOMATIC  PAPER  SELECTION 


And  whether  you  choose  the 
NP3825  with  its  duplexing,  editing 
and  color  capabilities  or  the  more 
basic  productivity  of  the  NP3325,  you 
can  count  on  the  Anxiety  Reduction 
Series  to  deliver  what  you  need  most 
from  your  office  copier.  Increased 
reliability  without  increasing  your 
blood  pressure. 


Canon  NP  3825/3325 

tXnxiety  ^Reduction  Series 

For  more  informatKxi.  call  toil  free1-800-OK  CANON.  Or  write  Canon  USA.,  inc..  PO.  Box  3900,  Peoria,  IL  61614    @  1989  Canon  USA.  Inc. 


Enjoy  easy  extended  payments 

wirMtw  Canon  Oedt  Cans  Ask  I 
at  panopa  wg  Canon  deaJe»5  an 
JWaMUeOnfyouS 


William  Friedman,  ex  Soutbmark 
A  neat  severance  package. 

least  S14  million  more. 

Friedman  warned  investors  in  one 
of  the  five  firms,  National  Realty,  l.p., 
that  even  if  the  real  estate  market 
rebounds,  cash  distributions  this  year 
could  be  reduced  by  "the  availability 
of  attractive  investment  opportuni- 
ties in  which  the  Partnership  might 
reinvest  some  of  the  funds  that  would 
otherwise  be  distributed  to  Unit- 
holders." Jittery  investors  may  recall 
one  of  Friedman's  earlier  uses  for  Na- 
tional Realty's  money:  He  bought 
80,000  shares  of  Commonwealth  Sav- 
ings &  Loan  of  Fort  Lauderdale,  Fla. 
less  than  two  years  ago  for  some 
$400,000.  Current  value:  $4,000.— J.Z. 


Designer  genes 

Tlhe  hottest  car  in  America  right 
now,  Mazda  Motor  Corp.'s  sporty 
MX-5  Miata  convertible,  was  de- 
signed not  by  a  Japanese  but  by  De- 
troit-born Mark  Jordan,  35.  Jordan 
would  love  to  work  for  General  Mo- 
tors, but  he  was  turned  away  because 
his  father  is  Charles  Jordan,  gm's  de- 
sign chief.  Instead,  Mark  went  to 
work  in  Mazda's  Irvine,  Calif,  re- 
search and  development  center. 

Both  father  and  son  know  the  im- 
portance of  having  fun.  Chuck  Jordan 
first  made  a  name  for  himself  by  de- 
signing the  1959  Cadillac,  that  classic 
confection  of  fins  and  rocket  tail- 
lights.  Now  it's  Mark's  turn.  "A 
sports  car,"  says  he,  "should  fit  you 
like  a  sneaker.  We  tried  not  to  make 
the  Miata  too  good.  We  tried  to  leave 
the  feel  of  the  road  in  the  steering  and 
the  suspension." 

When  it  comes  to  the  lackluster 
appearance  of  many  American  cars, 
Mark  Jordan  blames  Detroit's  timid 
production  people,  not  designers.  If 
American  designers  don't  measure 
up,  he  asks,  why  is  it  that  every  major 
Japanese  carmaker  has  a  U.S.  design 
center  full  of  them?  "American  de- 
signers are  pushing  the  envelope  of 


Faces 

Behind  the  Figures 


creativity.  But  when  it  gets  down  t( 
production,  something  falls  short 
The  cost  and  production  people  ii 
Detroit  have  so  much  control." 

Japanese  production  people  aren't  ; 
pushover,  either.  In  designing  thi 
Miata,  Jordan  and  the  Irvine  tean 
spent  three  years  trying  to  recaptun 
the  look  and  feel  of  classic  sports  car: 
from  the  1950s:  rounded,  rear- wheel 
drive,  front-engine  designs.  But  h< 
had  to  battle  hard  to  win  over  Mazda': 
top  brass.  They  wanted  a  more  mod 
ern-looking,  sharp-edged  vehicle  witl 
a  mid-engine  design,  like  Toyota' 
MR-2.  In  the  end,  Jordan  got  his  way 
Now  Miata  buyers  are  lining  up  to  ge 
hold  of  his  creation,  offering  to  pay  a 
much  as  double  the  car's  $14,000  sug 
gested  retail  price. 

What's  Dad  think  of  the  Miata?  "H< 
likes  it,"  says  Jordan///?.  "He  won 
dered  what  I'd  been  doing  all  this  tim< 
and  where  the  tuition  money  went. 
Now  he  knows. — Marc  Beauchamp 


Alan  l.o  t 


Mazda  Miata  designer  Mark  Jordan 
Mazda's  top  brass  weren't  so  sure. 
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ould  someone  make  afederal  case 
out  of  the  way  you  keep  jecokIs? 
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We've  all  heard  the  stories.  Com- 
mies that  lose  major  liability  suits 
;cause  they  couldn't  produce  the 
|  :cessary  documents  in  compliance 
ith  federal  and  state  regulations 
defend  themselves.  Companies 
at  lose  a  major  client  because  they 
in't  document  third-party  charges 
1  behalf  of  thatclient. 

And  it  all  comes  down  to  a  very 
mple  problem:  paper.  Paper  that 
hen  misfiled  or  misplaced  could 
ell  disaster.  Paper  that  when 
;stroyed,  could  possibly  destroy 
>ur  business. 


The  solution  is  a  computerized 
filing  system  from  3M  Information 
Systems  Group. 

3M  provides  systems  that  use 
computer  technology — very  likely  the 
computers  you  already  have  in  place 
— to  speed  and  secure  the  storage 
and  retrieval  of  documents  with 
evidentiary  value.  Documents  that 
can  be  combined  with  the  data  files 
you  already  generate  on  computer. 

For  many  businesses,  the 
storage  media  may  be  microfilm  or 
microfiche.  With  certain  applications, 
a  digital  document  management 


system  integrated  with  a  mainframe 
database  may  be  most  appropriate. 

Either  way,  the  system  you 
choose  will  work  with  the  technol- 
ogy 3M  is  developing  for  the  future. 
We've  already  assembled  packages 
for  Accounts  Payable,  Engineering, 
Manufacturing,  Financial  Records, 
Hospital  Records  and  more. 

For  more  information  on  how 
to  protect  your  company,  call 
3M  Information  Systems  at 
1-800-328-1684. 

But  act  soon.  Before  your  filing 
system  is  judged  to  be  out  of  order. 


389, 3M 


3M 


"Don't  tell  an 
organization  with 
a  hard  problem 
that  the  insurance 
market  is  soft." 


Dick'  Meyer,  Executive  Vice  President  and 
Director,  onJ&HIndustryGroup  specialists 

It's  a  lot  easier  now  for  companies  to  put 
together  the  affordable  insurance  pn  (grams 
they  want 

But  the  hard  market"  is  still  around  for 
manyorganizati<  >ns.  Thej  have  the  kinds  <  >1 
problems  generalists  can't  solve.  The  kind  thai 
take  specialist    a  ho  know  world  markets  and 
funding  alten 

Maybe  they  n.    d  help  finding  the  right 

protection  for  dn-  and  officers.  Or  errors        JOHNSON 

and  omissions  cow         for  their  professionals.    Cf  x    Tf/^/^IXTC 
Or  help  with  deep  pe.     t  suits,  long-tail  ^JoLJ.  _1  lvjlj  I  ..^1 3 

product  liability  or  poll        i  exposures. 


That's  why  we've  created  five  industry  groups 
that  focus  on  the  special  needs  of  Construction, 
Energy,  Finance,  Government  and  Health. 

You  don't  have  to  explain  a  problem  to  our 
people.  Most  have  sat  on  the  client's  side  of  the 
table  in  their  careers,  so  they  understand. 

But  more  important,  they  know  what  to  do 
about  it. 

Isn't  that  all  a  client  really  wants  to  know 
about  insurance  anyway? 
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Innovation  Driven  by  Experience. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICED 


'YEEBENEFITCONSULTING  WORLDWIDE 


The  Forbes  Wall  Street  Review 


Edited  by  Eric  S.  Hardy 


"he  Wilshire  index  and  the  Dow  in- 
ustrials  are  up  25%  this  year,  while 
,  -lorgan  Stanley's  eafe  index  of  for- 
!  ign  stocks  (translated  into  dollars)  is 
town   1%.   Fund  manager  John  M. 
|  "empleton  still  sees  values  in  every 
oreign  market  save  Japan's;  back  in 
he  U.S.,  Templeton  finds  the  emerg- 
ng  growth  sector  especially  cheap, 
fhe  recent  Wall  Street  rally  appears  to 
lave  been  driven  by  institutional  in- 
vestors. In  the  past  two  weeks  the 
[Wrier  Arbel   index  of  stocks  with 
leavy    institutional    holdings    rose 
jl.3%,  while  stocks  held  by  individ- 
|ials  gained  just  0.8%. 


4000 
3000 

The  overall  market' 

Performance 

Last  4  weeks 
-  Since  12/31/88 
Since  peak  (9/1/89) 
Since  5-year  low  (12/13/84) 

Price 
0.7% 
25.1 
-1.0 
107.8 

Total  return 
1.0% 
28.1 
-1.0 
145.9         J 

2000 

The  Wilshire  index  as  of  9/6/89 
—  Market  value:  $3,223.8  billion 
Price/book:  2.83               m- 
P/E:  14.4                     Js 
Yield:  2.9%             J*  / 

■  Wilshire  index 

|  200-day  moving  average 
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Closeup  on  the  Market 


Index  or  investment 


Price  2-week  change 


Index  or  investment 


Price  or  rate        2-week  change 


Wilshire  index 

6,000  stocks,  capitalization  weighted 


3.424.72 


1.4% 


Europe,  Australia,  New  Zealand  and  Far  East2 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 


953.30 


-2.5% 


Wilshire  index 

6.000  stocks,  equal  weighted 


23.04 


Institutional3 

Approximately  200  stocks  with  high  institutional  ownership 


125.02 


2.3 


Dow  Jones  industrials 

30  stocks:  divisor-adjusted  price  average 


S&P5O0 

Capitalization  weighted  cross-section,  maior  stocks 


NYSE 

Capitalization  weighted,  all  listed  common  stocks 


Amex 

Capitalization  weighted  total  return:  stocks,  warrants 


Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 


Amex  international  market  index 

Capitalization  weighted.  50  largest  ADRs 


2.719.79 


349.24 


194.18 


382.87 


469.25 


318.( 


1.6 


1.3 


1.2 


1.4 


1.6 


-35 


Individual3 

Approximately  200  stocks  with  low  institutional  ownership 


113.80 


Technology 

Hambrecht  &  Quist  index 


Gold   (Comex  spot,  per  ounce) 


Yen*  (per  $U.S ) 


Commodity  index4  (1967  =  100) 


Oil4  (W  Texas  Intermediate) 


T  Bills4  (90  days) 


Broker  loan  rate4 


265.51 


$361.10 


146.66 


225.84 


$19.41 


7.78% 


10.00% 


08 


1.1 


unchanged 


2.0 


1.2 


4.9 


-51  basis  points 


unchanged 


The  Best  Performing  Stocks 


Company 


Price 


2-week  change 


P/E 


Reason 


Mylan  Labs 


14'/8 


51% 


30 


FDA  takes  competitor's  generic  product  off  the  market 


Wellman 


36% 


25 


25 


Analysts  like  company's  pending  acquisition  of  Fiber  Industries 


Gitano  Group 


•36% 


23 


19 


Heavy  stock  buying  by  brokerage  house  Mabon  Nugent 


Hamischfeger  Inds  Intl 


20'/8 


17 


16  Reported  strong  earnings  for  period  ending  7/31/89 


Reebok  Intl  Ltd 


16W 


15 


13  Analysts  are  optimistic  about  company's  fall  line;  Kidder  Peabody  issues  buy  recommendation 


The  Worst  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Reason 

Pep  Boys  Manny  Moe  &  Jack 

13Vz 

-14% 

19 

Strong  growth  record  stalled  by  weak  second-quarter  earnings 

Prime  Computer 

10M 

-14 

NA 

JH  Whitney's  $20-per-share  tender  offer  oversubscribed 

American  Barrick  Resources 

22% 

-13 

41 

Price  of  gold  continues  to  lag  because  of  low  inflation 

Wang  Labs  'B' 

5'/2 

-12 

NA 

Announces  fiscal  1989  loss,  including  restructuring  charge  of  $234  million. 

Meridian  Bancorp 

23 

-10 

10 

Made  $18-per-share  bid  for  troubled  First  Pennsylvania 

Note  All  data  for  periods  ending  9/6/89.  Wilshire  index  retted 
market  capitalizations  of  $500  million  or  more.  'Capitalization 
Ford  Investor  Services.  'knight-Ridder  Financial  Information. 

s  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  Stocks  listed  above  all  have 
weighted,  prepared  by  Wilshire  Associates.  Santa  Monica,  Calif.  ^Morgan  Stanley  Capital  International  Perspective.  'A  Arbel.  Cornell  University,  using  Ford  Database  from 
5A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  NA.  Not  applicable. 
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Industry  Review 


Edited  by  Gilbert  Steedley 


Best  industry  last  6  months 

400 
300 

200 

100 

1/1/84  =  100 

Health  maintenance 

l              1             l              l             1              1 

Mar              Apr               May             June              July              Aug         Sept 

Of  the  197  industries  tracked  by  Investor's  Daily's  database, 
the  health  maintenance  group  had  the  best  six-month 
price  performance.  (The  5  largest  of  the  1 1  companies  in 
this  group  are  listed  below.)  Sierra  Health  Services,  which 
has  nearly  trebled  since  Mar.  3,  1989,  was  this  group's 
outstanding  stock.  The  prepaid  health  provider  showed 
higher  earnings  through  the  first  half  of  this  year. 


Leading  Industries 

Health  maintenance 

Company 

Relative  rank 
EPS         price 

Recent 
price 

6-month 

price 

change 

P/E 

US  Healthcare 

41             96 

$13 

52% 

38 

FHP  Intl 

91             98 

41 

91 

21 

Paciticare  Health  Sys 

85             99 

25 

170 

37 

United  Healthcare 

92             98 

12 

60 

NA 

Sierra  Health  Svcs 

92             99 

7 

195 

NA 

Transportation  and  airlines 

Company 

Relative  rank 
EPS          price 

Recent 
price 

6-month 

price 

change 

P/E 

AMR 

85             93 

$90 

53% 

10 

UAL 

91             99 

287 

141 

16 

Delta  Air  Lines 

94             87 

80 

42 

9 

Texas  Air 

29             92 

21 

57 

NA 

British  Airways  Pic 

46             51 

33 

3 

8 

Food  and  sugar  refining 

Company 

Relative  rank 
EPS          price 

Recent 
price 

6-month 

price 

change 

P/E 

Savannah  Foods  &  Inds 

97             95 

$39 

73% 

15 

Redpath  Industries 

72             87 

17 

48 

15 

Imperial  Holly 

71             96 

27 

77 

6 

BC  Sugar  Refinery 

59             66 

16 

11 

8 

American  Fructose  CI  A 

99             96 

20 

122 

10 

Worst  industry  last  6  months 

400 
300 

200 
100 

11/84  =  100 

ept 

Convenience  stores 

i             I             i             i             I             i 

Mar              Apr               May             June              July              Aug         S 

The  airline  sector  was  the  second-strongest  performe 
over  the  half  year.  It  was  boosted  by  the  nwa  deal,  bids  fc 
ual  and  speculation  about  amr.  Despite  the  battle  fc 
Time  Inc.,  and  Playboy  Enterprises'  37%  gain,  magazin 
stocks  were  one  of  the  weakest  groups  over  the  last  si 
months.  Convenience  stores  and  specialty  building  proc 
ucts  also  fell  out  of  favor. 


Lagging  Industries 


Convenience  stores 

Company 

Relative  rank 
EPS         price 

Recent 
price 

6-month 

price 

change 

P/E 

Circle  K 

56 

12 

$11 

-31% 

51 

Natl  Convenience  Stores 

25 

32 

8 

-14 

NA 

Silcorp  Ltd  CI  A 

14 

20 

12 

-18 

NA 

Dairy  Mart  CI  B 

15 

51 

12 

28 

4„  ' 

Casey's  General  Stores 

50 

10 

9 

-19 

15 

Publishing— magazines 


Company 


Relative  rank 
EPS         price 


6-month 
Recent       price 
price       change 


P/E 


Time  Warner 


57 


76       $137 


26% 


28 


Meredith 


77 


57 


36 


15 


21 


Playboy  Enterprises 


80 


17 


37 


NA 


Trimel 


16 


25 


-14 


National  Lampoon 


67 


28 


-21 


16 


Building  products 

Company 

Relative  rank 
EPS          price 

Recent 
price 

6-month 

price 

change 

P/E 

Morgan  Prods  Ltd 

24 

26 

$15 

4% 

46 

Dallas 

75 

42 

16 

2 

12 

Intl  Aluminum 

49 

29 

27 

-1 

9 

AMRE 

54 

9 

7 

4 

66 

Premdor 

48 

93 

5 

68 

14 

Industries  are  tanked  Irom  I  (highest)  to  19/  (Ion  the  equal  weighted  price  performance  ol  the  companies  within  the  industry  group  Relative  EPS  ranks  a  company's  earnings-per-share  growth  in  the  last  2  Quarters. ' 

last  5  years  and  the  stability  ol  that  growth  Relalivt  >s  a  stock  s  oaii»  price  change  over  the  last  12  months  For  both  measurements  stocks  are  compared  with  all  other  stocks  and  ranked  on  a  scale  ol  0  to  99.  with  99 1 

highest  Industry  group  performance  is  based  on  6  m  il  weighted  pna    hanges  with  most  recent  3-month  results  weighted  70%  NA  Not  applicable  Note  All  data  tor  periods  ending  9/1/89 

Source.  Investor's  Daily,  Los  Angeles,  Cai 
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,olor.  Style.  Rhythm.  As  different  as  they  are  from  one  Nikko  city  to  the  next,  and 


-r. 


•  .":-Y  .  »m 


'fe'-.j' 


m  :w 
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om  one  Nikko  hotel  to  another,  you  can  count  on  some  things  that  will  never 


nange:  Facilities,  amenities  and  locations  carefully  planned  to  offer  you. 


Simply  everything.    Simply. 


A 


nikko  hotels  international 

SAN  FRANCISCO -CHICAGO -NEW  YORK 
\  1  -  800  -  NIKKO-US 

Dtel  Nikko  San  Francisco  Union  Square  West  •  Hotel  Nikko  Chicago  Riverfront  Park  •  New  York  Essex  House  Central  Park  South 
ther  Nikko  Cities:  Mexico  City  •  Dusseldorf  •  London  •  Paris  •  Hong  Kong  •  Taipei  •  Manila  -Beijing  •  Shanghai  •  lakarta  •  Osaka  •  Narita 


Maybe  it  s  time 

you  kept  an  eye 

on  alltel. 


Our  merger  with  CP  National  takes 
us  much  further  into  non-regulated  areas. 


We're  now  aboard  Trident  sub- 
marines in  our  nation's  ballistic 
missile  fleet,  performing  critical 
functions  in  control  and  noise 
monitoring  systems. 

ALLTEL  joined  the  U.S.  Navy 
as  a  result  of  its  merger  with  CP 
National,  a  California-based 
commu  is,  energy  and 

manufactui  »mpany. 

Revenui  tal  more  than 

$1  billion.  Tl  rvice 

reaches  1.1  mi,  tomers  in 

25  states.  And  n< 
operations  provide  ise 


ALLTEL  Corporation 

Twelve  Months  Ended  Dec.  31,  1988 

Assets   $2.2  billion 

Revenues  and  Sales $1.1  billion 

Net  Income  $  125  million 

Earnings  Per  Share $2.91 

,  Operations' 

Net  Income       $134  million 

Earnings  Per  Share $3.13 

Dividend  Rate $1.72 

Average  Common 
Shares  Outstanding  .  .42.3  million 
'■v  Time  Adjustments 
Sj  mbol  AT  Listed  on  the  Now  York 
and  Pacific  sun  k  Exchanges. 

ALLTEL  Corporation,  100  Executive 
Parkway  Dept.  F,  Hudson,  OH  44236. 


CORPORATION 

Excellence  in  Telecommunications 


for  future  earnings  growth. 

We're  busy  in  cellular  mobile 
phones,  wide -area  paging,  long- 
distance service,  equipment 
supply,  air  traffic  control  systems 
and  natural  gas. 

And  with  a  three-year  total 
annual  return  of  29  percent,  we've 
outperformed  S&P,  the  Dow  and 
the  average  return  of  our  peer 
group,  the  industry's  15  largest 
companies.  We've  also  increased 
our  dividend  for  28  years  in  a 
row.  For  a  closer  look,  write  for 
our  annual  report. 


Capital  Markets 


MONEY  &  INVESTMENTS 


Here  are  some  things  to  know  when  your 
broker  tries  selling  you  some  of  these 
newfangled  mortgage-backed  securities. 

HIDDEN  OPTIONS 


By  Ben  Weberman 


Be  forewarned.  If  you  are  in  the  mar- 
ket for  a  high-grade  fixed-income 
security,  your  broker  will  probably 
try  to  sell  you  one  of  the  newer 
mortgage-backed  obligations.  Cred- 
it quality:  unimpeachable,  given 
federal  or  sometimes  private  insur- 
ance standing  behind  the  mort- 
gages. Yield:  tempting.  As  this  is 
written,  a  ten-year  Treasury  note 
pays  8.1%,  after  the  purchase  com- 
mission, to  a  retail  buyer.  A  current 
coupon  (9'/2%)  Ginnie  Mae  brings  a 
bond-equivalent  yield  of  9.2%,  and 
one  popular  kind  of  collateralized 
mortgage  obligation  pays  a  mouth- 
watering 9.8%.  If  you  don't  know 
much  about  interest  rate  risks,  you 
will  probably  place  an  order  for  the 
mortgage  security. 

You  could  be  getting  a  fairly  good 
deal,  but  you  could  also  be  making  a 
big  mistake,  especially  if  interest 
rates  head  down.  Mortgage  security 
buyers  miss  out  on  some  or  all  of 
the  capital  gains  enjoyed  by  Trea- 
sury buyers  during  periods  of  falling 
interest  rates. 

To  understand  why  mortgage  se- 
curities are  sometimes  a  bad  deal, 
first  understand  how  they  contrast 
with  other  fixed-income  instru- 
ments. Anyone  holding  a  five-year 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


bank  deposit  or  ten-year  Treasury 
can  be  confident  that  principal  will 
be  returned  precisely  at  the  desig- 
nated maturity.  Not  so  for  mort- 
gage-backed issues,  despite  their 
high  credit  quality.  You  can  be  con- 
fident that  principal  will  be  re- 
turned, dollar  for  dollar,  but  you 
don't  know  exactly  when.  What's  so 
bad  about  getting  your  money  back 
intact  at  an  unpredictable  time?  It's 
bad  because  it  makes  the  invest- 
ment into  a  lopsided  bet. 

This  lopsidedness  is  true  of  any 
mortgage  security,  beginning  with 
the  Ginnie  Mae.  (A  Ginnie  Mae  is  a 
federally  guaranteed  pool  of  federal- 
ly guaranteed  mortgages.)  The 
benchmark  maturity  of  newly  cre- 
ated mortgage  pools  is  a  ten-year 
weighted  average  life.  But  prepay- 
ments will  vary  with  interest  rate 
trends.  When  rates  rise,  mortgage 
prepayments  slow  up.  On  the  other 
hand,  when  rates  fall,  prepayments 
speed  up  and  principal  comes  back 
faster  to  investors  than  they'd  like. 

As  the  buyer  of  a  Ginnie  Mae,  you 
have,  in  effect,  bought  a  bond  and 
then  given  a  bond  call  option  to  the 
homeowner  with  the  mortgage.  The 
higher  yield  on  the  Ginnie  Mae  (ver- 
sus a  Treasury)  is  largely  a  compen- 
sation for  this  call  option  that  you 
have  issued.  To  put  it  another  way: 
The  higher  yield  on  mortgage  secu- 
rities is  compensation  for  the  fact 
that  the  buyers  largely  miss  out  on 
capital  gains  when  interest  rates 
fall,  yet  still  suffer  capital  losses 
when  rates  rise. 

Collateralized  mortgage  obliga- 
tions are  Wall  Street's  variation  on 
this  already  complicated  theme.  A 
cmo  starts  with  a  pool  of  mortgages, 
such  as  a  Ginnie  Mae,  Freddie  Mac 
or  Fannie  Mae  pool  (the  latter  two 


kinds  aren't  federally  guaranteed 
but  are  very  solid  in  credit  quality). 
The  packager  of  the  derivative  secu- 
rity redirects  the  flow  of  interest 
and  principal  repayments  into  a 
number  of  classes,  or  tranches.  Each 
has  a  different  priority  of  claim  on 
the  pool's  cash  flow.  As  a  conse- 
quence, each  class  has  a  different 
estimated  average  life. 

Now  here's  the  tricky  part.  The 
sponsor  can  make  some  classes 
(known  as  planned  amortization 
classes)  much  more  predictable  in 
maturity,  while  other  classes  (com- 
panion tranches)  pick  up  the  uncer- 
tainty. In  effect,  one  buyer  has  given 
away  little  in  the  way  of  options, 
while  the  buyer  of  another  class  has 
given  away  a  lot.  By  and  large,  most 
mortgage  securities  wind  up  in  the 
hands  of  institutions,  which  do 
know  the  value  of  an  option.  But 
individuals  who  go  into  this  market 
can  be  counted  on  to  grab  the  high- 
est yields  and  are  likely  to  buy  the 
least  predictable  tranches.  They  can 
also  be  counted  on  to  be  too  igno- 
rant to  know  that  when  they  do 
that,  they  are  taking  a  large  short 
position  in  bond  calls.  That  9.8% 
yield  mentioned  above  was  for  a 
tranche  with  a  particularly  large 
dose  of  uncertainty  in  maturity. 

William  J.  Curtin,  a  vice  presi- 
dent at  Drexel  Burnham  Lambert, 
says  that  individuals  should  avoid 
the  tranches  with  the  most  uncer- 
tain maturities. 

If  you  want  to  follow  his  advice, 
select  a  tranche  with  a  short  or  in- 
termediate maturity  (three  to  ten 
years),  and  with  good  cushioning  on 
either  side  from  other  tranches 
(meaning  that  someone  else  bears 
the  brunt  of  unexpectedly  rapid  or 
slow  mortgage  repayments). 

Gary  Peters,  a  senior  vice  presi- 
dent at  the  Hallendale,  Fla.  branch 
of  the  Exchange  National  Bank  of 
Chicago,  takes  a  different  tack.  Go 
ahead  and  reach  for  the  higher 
yields  on  the  riskier  tranches,  he 
says,  but  never  buy  one  priced  much 
above  100  (that  is,  $1  per  dollar  of 
remaining  principal).  Thus,  a  sur- 
prise shortening  of  average  life  of 
the  tranche  does  not  generate  capi- 
tal loss — not  a  visible  one  anyway. 

But  don't  kid  yourself.  If  you  buy 
an  unpredictable  tranche  and  inter- 
est rates  decline,  you  do  have  a  hid- 
den capital  loss  on  your  hidden  op- 
tion position:  It's  the  capital  gain 
you  could  have  enjoyed  had  you  in- 
vested in  something  with  a  more 
predictable  maturity.  ■ 


FORBES,  OCTOBER  2,  1989 


255 


The  Contrarian 


MONEY  &  INVESTMENTS 


Like  a  good  gambler,  you've  got  to  know 
when  to  hold  'em,  know  when  to  fold  'em 
and  know  when  to  walk  away. 

THE  "OINK" 
SYNDROME 


By  David  Dreman 


Picking  good  stocks  is  tough;  tough- 
er yet  is  deciding  when  to  let  them 
go.  In  many  ways  the  sell  decision  is 
much  tougher  than  the  buy  deci- 
sion. It's  not  only  a  problem  for  in- 
dividual investors;  many  pros  also 
don't  have  clear  sell  disciplines.  Fre- 
quently folks  have  a  sell  price  target 
only  to  set  higher  and  higher  goals 
as  a  stock  moves  up. 

Many  an  investor  has  taken  a 
costly  "round  trip" — riding  a  stock 
way  up  only  to  ride  it  way  down 
again — for  lack  of  knowing  when 
to  sell. 

Call  it  the  "oink  syndrome,"  this 

less  that  makes  people  afraid 

o  take  a  profit  for  fear  of  losing  the 

points  on  the  upside.  There 

imber  of  ways  to  avoid  the 

cos;  -vndrome. 

M  Is  simple:  Pick  a  sell 

poini  u  buy  a  stock.  It  it 

reacliL  your  teeth,  brace 

yourseli  a  u  You  proba- 

bly will  be  cause  the  is- 

sue will  oil  her.  But  you 

have  made  a  .md  that's 

what  the  game  1 

If  you  are  a  low-i  .md  the 

stock  moves  up  to  ti         'rket  mul- 


ihuul  Dreman  d  managing  ''  °f 

Dreman  Value  Management  / 
mem  Counsel,  Veu>  York,  and  c, 
I  lit-  v-u  c  oncrarian  Investment  Strai 


tiple  (about  13  today),  that's  the 
time  to  sell  it.  (The  only  exception 
is  when  you  have  an  almost  sure 
takeover  situation.) 

Picking  a  sell  point  doesn't  neces- 
sarily mean  selling  a  stock  just  be- 
cause it  has  gone  way  up.  If  you  are  a 
1ow-p/e  player,  you  may  find  that 
even  after  a  stock  has  risen  sharply, 
it  still  sells  at  a  below-market  p/e 
because  its  earnings  have  gained, 
too.  Often  stocks  remain  at  low  p/es 
for  years,  despite  doubling  or  even 
tripling  in  price,  because  earnings 
have  also  doubled  or  tripled,  keep- 
ing the  p/e  multiple  low. 

My  favorite  example  is  Westing- 
bouse,  recommended  in  this  column 
many  times  since  I  first  purchased  it 
back  in  1979  at  10.  A  decade  ago  the 
company  was  on  virtually  every- 
body's avoid  list,  even  though  it  had 
a  low  p/e,  a  high  yield  and  was  the 
fastest-growing  firm  in  electrical 
equipment.  Since  then,  it  has  gone 
from  10  to  67  on  major  increases  in 
earnings  and  dividends,  but  it  still 
trades  as  a  1ow-p/e  ho-hum  stock. 

When  you  decide  to  sell,  turn  a 
blind  eye  to  all  the  good  news  the 
company  is  generating  and  the  ex- 
pert reasons  it  should  go  higher. 

If  a  stock  fails  to  perform  to  your 
expectations,  what  should  you  do? 
All  too  often  investors  fall  in  love 
with  their  holdings.  I  have  seen 
portfolios  loaded  with  companies 
that  look  good  on  paper  but  that 
have  been  dogs  in  the  market,  re- 
sulting in  poor  returns.  I  think  2  to 
2'/2  years  is  an  adequate  waiting  pe- 
riod. If  after  that  time  the  stock  still 
disappoints,  sell  it.  John  Temple- 
ton,  one  of  the  masters  of  value  in- 
vesting, uses  a  four-year  time  span. 
You  be  the  judge,  but  stick  to  your 
time  frame  and  don't  be  stubborn. 


A  final  important  rule  is  to  sell  a 
stock  immediately  if  the  long-term 
fundamentals  deteriorate  signifi- 
cantly. No  matter  how  painstaking 
the  research,  something  can  go 
wrong,  worsening  a  company's  or 
an  industry's  outlook  dramatically. 
I'm  not  talking  about  a  poor  quarter 
or  a  temporary  surprise  that  a  stock 
will  snap  back  from,  but  major 
changes  that  weaken  a  company's 
prospects.  Under  these  conditions  I 
have  found  that  taking  your  lumps 
immediately  and  moving  on  usually 
results  in  the  smallest  loss. 

Don't  be  stubborn,  don't  be 
greedy  and  don't  be  afraid  to  take 
small  losses.  Above  all,  when  you 
buy  a  stock,  make  a  mental  decision 
as  to  the  level  at  which  you  would 
sell  it — and  stick  to  that  decision. 
You  may  lose  a  few  points  at  the 
top,  but  you'll  make  a  lot  more  than 
you'll  lose  in  the  long  run. 

If,  after  examining  your  portfolio 
this  way  you  find  some  sales,  here 
are  some  suggested  replacements: 

American  Brands  (76)  is  the  na- 
tion's fifth-largest  cigarette  produc- 
er. Surging  international  operations 
should  result  in  earnings  rising  15% 
to  20%  this  year,  with  another  good 
gain  in  1990.  The  stock  trades  at  a 
p/e  of  12  and  yields  3.2%. 

American  Greetings  (28)  is  a  major 
publicly  owned  greeting  card  com- 
pany. Volume  growth,  along  with 
strong  cost  control  measures  will 
result  in  a  sharp  increase  in  earnings 
in  both  1989  and  1990.  The  stock 
trades  at  a  p/e  of  19  times  depressed 
1988  earnings  and  yields  2.3%. 

Exxon  (44),  the  world's  largest  in- 
tegrated oil  company,  has  lagged  the 
market  badly,  in  no  small  part  be- 
cause of  the  Alaska  spill.  Although 
costs  and  potential  liabilities  are 
large,  investors  have  seriously  over- 
rated them  relative  to  the  size  and 
cash  flow  of  the  company.  Exxon 
trades  at  a  p/e  of  1 1  and  yields  5.4% . 

Loews  (119),  a  major  producer  of 
cigarettes,  owns  82%  of  cna  Finan- 
cial Corp. — a  multiline  insurance 
company — a  25%  stake  in  cbs,  and 
other  interests.  Aided  by  solid  in- 
creases across  all  major  lines, 
Loews'  earnings  are  climbing.  It 
trades  at  a  p/e  of  9  yielding  1%. 

Reebok  International  (16),  a  high- 
quality  footwear  and  apparel  manu- 
facturer, has  shown  strong  sales  and 
improved  cost  controls  that  should 
result  in  a  15%  earnings  gain  from 
1988,  with  another  reasonable  gain 
in  1990.  The  stock  trades  at  a  p/e  of 
13  and  yields  1.8%.  ■ 
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Stock  Trends 


MONEY  &  INVESTMENTS 


The  boom-bust  business  cycle  appears  to 
have  smoothed  out  to  a  series  of  speed 
bumps,  which  is  good  news  for  investors. 

TAKING  STOCK 


By  Ann  C.  Brown 


My  fellow  columnists,  Messrs. 
Fisher  and  Shilling,  were  so  gloom- 
and-doomy  in  their  assessments  of 
the  stock  market  in  the  Sept.  18 
issue  that  I  find  it  necessary  to  dust 
off  my  pom-poms,  squeeze  into  my 
musty  cheerleader  outfit  and  once 
again  shout  encouragement  to  equi- 
ty investors:  "Give  us  an  's'!  Give  us 
an  'o-f-t'!  Give  us  an  s-o-f-t  land- 
ing in  the  economy  like  the  one  we 
are  currently  enjoying!" 

When  things  go  from  great  to 
merely  very  good,  it  is  disappoint- 
ing to  some  and  frightening  to  oth- 
ers who  fear  it  may  be  the  signal  of 
worse  to  come.  As  for  me,  I'm  de- 
lighted with  slow  growth  and  the 
prospect  of  almost  full  employment 
and  almost  full  utilization  of  indus- 
trial capacity  for  as  far  ahead  as  eco- 
nomic seers  can  see.  And  all  this 
with  a  livable  inflation  rate. 

While  much  of  the  credit  for  this 
stabilization  of  the  economy  at  a 
relatively  high  level  of  activity  goes 
to  the  Federal  Reserve,  the  fact  is 
that  things  are  different  today  from 
a  decade  ago.  Most  of  the  world  is  at 
peace,  demilitarization  is  becoming 
more  reality  than  rhetoric  and  there 
is  a  rising  tide  of  global  consumer- 
ism C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  AC.  Brown  &  Associates. 


ism.  Fewer  guns,  more  butter.  Less 
posturing,  more  production. 

Another  difference  is  that  the 
U.S.  has  gone  from  being  a  sober 
creditor  to  a  recovering  debtor  na- 
tion. In  the  process,  we  have  raised 
the  standard  of  living  of  people  in 
other  countries  and  have  involved 
them  in  our  economic  well-being. 
By  spreading  our  wealth,  not  by  gifts 
and  loans  alone  but  via  the  free  mar- 
ket system,  we  have  indirectly  pros- 
elytized capitalism  through  direct 
exposure  to  its  rewards. 

Nothing's  different?  How  about 
the  new  tax  laws  that  have  boosted 
the  earnings  of  hundreds  of  corpora- 
tions? How  about  the  new  stock 
market  trading  tools  and  techniques 
that  have  both  increased  volatility 
and  decreased  risk?  How  about  the 
emergence  of  massive  corporate 
stock  buyback  programs?  How 
about  the  advent  of  junk  bonds  and 
the  resultant  proliferation  of  take- 
overs? How  about  all  the  corporate 
restructuring  replacing  equity  with 
debt  for  better  bottom-line  results? 

Perhaps  the  greatest  difference  in 
the  economy  from  1980  to  1990  has 
been  the  death  of  the  traditional 
business  cycle.  Partly  responsible 
for  this  was  the  increase  in  knowl- 
edge, the  widening  use  of  computers 
and  the  improvement  in  communi- 
cation, which  have  helped  everyone 
from  heads  of  families  to  heads  of 
corporations  and  state  make  sound- 
er financial  decisions.  Also  respon- 
sible has  been  the  growing  domina- 
tion of  the  service  sector,  which  has 
made  the  economy  less  susceptible 
to  downturns.  Whatever  the  cause, 
the  boom-bust  cycle  appears  to  have 
smoothed  out  to  a  series  of  manage- 
able speed  bumps. 

This  diminution  of  severe  swings 


in  the  economy  means  that  many 
so-called  cyclical  companies  whose 
stocks  currently  bear  low  or  below- 
market  multiples  could  be  under- 
valued. The  stock  prices  should  rise 
as  earnings  prove  better  than  ex- 
pected and  the  multiples  should 
improve  as  well.  Many  cyclical 
companies  could  become  the  next 
takeover  targets  once  investment 
bankers  are  convinced  that  the  in- 
comes of  these  corporations  are  suf- 
ficiently stable  to  support  the  costs 
of  acquisitions  or  lbos. 

Three  cyclical  stocks  that  look 
attractive  for  price  appreciation  are 
MA  I  lamia  (28),  selling  at  nine 
times  estimated  1990  earnings  per 
share  of  $3.10;  Copperweld  (15),  cur- 
rently trading  at  six  times  next 
year's  per-share  estimate  of  $2.60 
and  Asarco  (34),  at  seven  times  pro- 
jected 1990  earnings  of  $4.50  to 
$4.70  per  share.  It  is  unlikely  any  of 
these  companies  will  be  a  takeover 
candidate,  for  one  reason  or  another 
(too  much  debt,  too  much  insider 
ownership,  etc.). 

Cyclicals  with  upside  stock  price 
potential  and  that  could  have 
takeover/merger  appeal  include 
Carpenter  Technology  (52),  Potlatch 
(35)  and  PPG  Industries  (44).  Carpen- 
ter Technology's  customer  list 
reads  like  a  who's  who  of  cyclical 
business,  but,  if  there  is  no  wrench- 
ing business  cycle,  then  crs  could 
earn  $5.50  or  more  for  the  fiscal  year 
ending  June  30,  1990.  The  stock  is 
currently  selling  at  ten  times  next 
year's  earnings.  The  historical  mul- 
tiple is  around  14,  which  suggests 
that  crs  could  sell  at  $75  per  share 
by  year-end  1990. 

Potlatch  is  selling  at  six  times 
next  year's  estimated  earnings  of  $6 
per  share.  This  well-known  produc- 
er of  lumber,  paperboard  and  paper 
products  has  averaged  a  p/e  ratio  of 
around  1 1  for  the  past  several  years. 
Assuming  this  multiple  holds  for 
the  year  ahead,  pch  could  sell  for 
over  $50  per  share. 

Next  year  ppg  Industries  is  esti- 
mated to  earn  around  $5.25  per 
share — maybe  more  if  sales  to  the 
automobile  industries  here  and 
abroad  continue  stronger  than  most 
analysts  are  anticipating.  Also  help- 
ing ppg  turn  in  a  solid  earnings  per- 
formance should  be  the  company's 
profitable  glass  and  chemical  busi- 
ness, ppg  could  sell  at  a  market 
multiple  in  a  slow-growth  econo- 
my, which  means  that  the  stock 
could  be  worth  around  $60  to  $65 
per  share  this  time  next  year.  ■ 
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For  30  years  I  have  been  a  Cassandra. 
Was  I  wrong?  Or  is  the  day  of  judgment 
amving  in  the  real  estate  market? 

UNHAPPY 
ANNIVERSARY 


By  Ashby  Bladen 


If  you  arc  bothered  by  the  (act  that 
for  ten  long  years  this  column  has 
been  saying  our  national  financial 
policies  would  lead  to  long-run 
trouble  and  yet  nothing  really  seri- 
ous seemed  to  be  going  wrong,  let 
me  remind  you  that  quite  a  tew 
things  have  gone  seriously  wrong. 

In  the  late  1950s  I  wrote  a  maga- 
zine of  economic  comment  tor  the 
Connecticut  Mutual  Life  Insurance 
Co.,  and  my  debut  as  a  financial 
Cassandra  came  in  the  Oct  1,  1959 
issue.  It  warned  that  the  worsening 
shortfall  ot  our  foreign  trade  surplus 
below  our  foreign  aid  payments 
would,  it  it  continued,  eventually 
destroy  the  convertibility  ot  the  dol- 
lar into  gold. 

Most  economists  said  I  was 
wrong  then,  iust  as  they  say  1  am 
wrong  now  in  doubting  that  we  can 
go  on  borrowing  and  spending  our- 
selves .  i  h  forever.  Hut  before  a  doz- 
en years  had  passed  the  dollar  be- 
came a  \\  tiat  currency  and 
that,  in  turn,  paved  the  way  tor  the 
inflation  ot  the  1970s.  We  weren't 
willing  to  thin!  about  the  long-run 
consequences  i  national  poli- 
ties then,  and  no  10  years  later, 
we  still  aren't. 


Ashby  Hidden  t\  a  financial  >  liam  and 
author  ai  How  to  (<>pe  with  i  I  »evelop- 
ing  Financial  Crisis 


Until  the  1960s  we  Americans  had 
been,  for  the  most  part,  prudent  peo- 
ple who  saved  and  invested  to  take 
care  of  our  own  problems,  such  as 
our  old  age  and  our  family  responsi- 
bilities. But  by  the  end  of  the  1970s 
the  experience  of  accelerating  infla- 
tion had  converted  us  into  a  nation 
of  borrowers  and  spenders  on  infla- 
tion hedges  such  as  real  estate.  By 
1979  the  Fed  had  tried  and  failed 
three  times  to  break  the  borrowing- 
and-spending  spree  with  credit 
crunches,  and  in  that  year  I  wrote 
How  to  Cope  with  the  Developing 
Financial  Crisis  to  warn  that  it  could 
not  afford  to  fail  again.  The  book  also 
led  Forbes  Editor  James  Michaels  to 
invite  me  to  write  this  column.  He 
v\  as  not  endorsing  my  views;  he  felt 
they  were  worth  airing. 

At  the  time  I  wrote  the  book,  I 
believed  that  Fed  governors  Volcker 
and  Wallich  realized  that  if  the  next 
crunch  tailed  we  would  borrow  and 
spend  ourselves  into  a  real  disaster, 
and  that  next  time  they  would  con- 
tinue the  crunch  until  they  had 
made  us  more  afraid  of  bankruptcy 
thin  we  were  of  inflation.  I  believe  I 
read  their  minds  correctly,  but  in 
1982  the  Mexican  debt  crisis  made 
them  realize  that  continuing  the 
crunch  would  mean  a  financial  di- 
saster in  the  Third  World.  So  they 
eased  ot!  and  since  then,  our  own 
borrowing  and  spending  on  real  es- 
tate has  paved  the  way  for  a  defla- 
tionary puce  collapse  at  home. 

In  the  1960s  and  1970s  real  estate 
slumps  were  caused  mainly  by  cred- 
it crunches,  and  prices  bounced 
right  back  as  soon  as  the  Fed  re- 
laxed. This  time  something  new 
and  different  has  happened,  and  not 
only  m  disaster  areas  like  Arizona. 
Now    real   estate   prices  are  crum- 


bling almost  everywhere— not  from 
high  interest  rates  but  under  the 
weight  of  an  unprecedentedly  large 
oversupply  of  practically  every- 
thing. And,  since  the  peak  prices  of 
the  mid-1980s  collateralize  the 
loans  that  financed  the  oversupply, 
avoiding  a  self-accelerating  crash 
will  require  an  unprecedented  de- 
gree of  government  intervention. 
We  are  likely  to  get  that  govern- 
ment intervention  because  the  ex- 
ample of  Texas  shows  that  the  hap- 
piness and  solvency  of  the  typical 
American  family  now  depend  upon 
the  market  value  of  their  home 
staying  above  the  sum  of  their  first 
n^irtgage  and  home  equity  loans. 

The  bailout  of  the  thrifts,  the 
weakest  of  the  real  estate  lenders, 
shows  us  how  disaster  can  be  post- 
poned indefinitely.  The  federal  gov- 
ernment is  already  the  real  estate 
holder  of  last  resort  in  the  South- 
west because  it  cannot  sell  its  fore- 
closed properties  without  depress- 
ing prices  even  further,  and  all  it  has 
to  do  is  extend  that  policy  to  the 
rest  of  the  country.  But  the  cost  of 
doing  that  will  be  enormous,  and  it 
will  fall  on  us,  the  taxpayers. 

In  the  early  1960s  the  drift  of  the 
U.S.  toward  a  balance-of-payments 
crisis  could  have  been  stopped  by  a 
moderately  tighter  monetary  policy. 
But  that  would  have  conflicted  with 
the  Keynesian  faith  of  the  Kennedy 
Administration's  new  economists 
that  we  could  abolish  recessions 
with  easy  monetary  and  fiscal  poli- 
cies— fine-tuning,  it  was  grandly 
called.  So  money  wasn't  tightened. 

I  was  working  in  the  trading  room 
of  Salomon  Brothers  in  the  summer 
of  1966  when  interest  rates  tempo- 
rarily rose  to  what  were  then  dizzy 
heights,  and  I  was  convinced  that 
the  domestic  borrowing-and-spend- 
ing  spree  would  have  been  broken 
by  another  few  weeks  of  a  bear  bond 
market.  By  1982  the  price  of  a  re- 
turn to  fiscal  sanity  would  have 
been  something  that  could  reason- 
ably be  described  as  a  depression. 
But  by  now  we  really  have  a  tiger  by 
the  tail. 

We  are  on  the  brink  of  a  major 
deflation  of  real  estate  values,  but 
for  half  a  century  the  policy  of  our 
government  has  been  to  avoid  defla- 
tion at  all  costs.  The  cost  of  prevent- 
ing the  real  estate  crash  will  not 
only  be  unprecedented  but  it  will 
take  government  policy  into  un- 
charted waters.  Cassandra  Bladen's 
30th  anniversary  is,  indeed,  an  un- 
happy one.  ■ 
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That  some  newsletters  are  so  expensive 
has  little  to  do  with  performance. 

HOW  MUCH  IS 

ASTROLOGY 
WORTH? 


By  Mark  Hulbert 


Mason  Sexton's  Harmonic  Research 
is  the  most  expensive  newsletter 
among  the  120  that  I  monitor  in  my 
Hulbert  Financial  Digest.  Its  $960  an- 
nual subscription  fee  alone  would 
justify  more  than  passing  interest  in 
its  performance,  but  there  is  anoth- 
er reason  as  well.  In  addition  to 
more  traditional  forms  of  technical 
analysis,  Sexton  uses  astrology  in 
making  his  recommendations. 

As  fate  would  have  it,  however, 
beating  the  market  hasn't  been  in 
the  stars  recently  for  Sexton.  Last 
year,  the  first  year  for  which  I  have 
data  for  Harmonic  Research,  it  was 
ranked  third  from  the  bottom,  with 
an  average  loss  among  its  three  port- 
folios of  38.2% .  So  far  this  year,  it  is 
lagging  the  s&p  500's  total  return, 
4.2%  to  27.2%. 

This  record  hasn't  prevented  Sex- 
ton from  heavily  promoting  his 
newsletter,  especially  with  the 
claim  that  he  correctly  predicted 
the  October  1987  crash.  I  can't  veri- 
fy that  claim,  since  I  wasn't  follow- 
ing him  then.  But  Sexton's  advertis- 
ing helps  to  account  for  the  large 
number  of  requests  I  received  to 
monitor  his  newsletter. 

Mark  Hulbert  is  editor  of  the  Alexandria. 
Va.-based  Hulbert  Financial  Digest  His 
newest  book  is  The  Hulbert  Guide  to  Finan- 
cial Newsletters  tl'robus  Publishing). 


Despite  this  interest  in  Sexton's 
performance,  my  research  shows 
that  not  many  investors  actually 
were  following  his  portfolio  advice. 
Sexton's  recommendations  can  be 
quite  involved,  requiring  the  sub- 
scriber to  monitor  two  or  three  dif- 
ferent indicators  to  see  if  complex 
preconditions  are  met  for  a  buy  or 
sell.  On  several  occasions  I  have 
examined  the  trade-by-trade  history 
of  his  recommended  options  and 
discovered  that  there  were  no  trades 
at  the  appointed  hour. 

One  lesson  to  learn  from  Sexton's 
newsletter  is  that  the  stars  are  not 
necessarily  a  reliable  guide  for  in- 
vesting. But  there  is  a  broader  lesson 
here,  too,  answering  a  question  that 
many  readers  have  asked  me:  There 
is  no  correlation  between  the  price 
of  a  newsletter  and  its  performance. 

Consider,  at  the  other  end  of  the 
price  spectrum  from  Sexton's  news- 
letter, in  Research,  which  charges 
just  $80  per  year  for  editor  Tom 
Bishop's  fundamental  analysis  of 
special  situation  stocks  (see  my  May 
1  column).  This  newsletter  is  in  sec- 
ond place  for  performance  since  the 
beginning  of  1984,  with  a  gain  of 
173.6%,  nicely  beating  the  s&p 
500's  total  return  of  158.5%. 

And  there  is  more  than  just  anec- 
dotal evidence  for  the  lack  of  corre- 
lation between  price  and  perfor- 
mance. For  example,  those  newslet- 
ters that  rank  in  the  top  half  for 
performance  since  1980  have  an  av- 
erage subscription  price  of  $194.30. 
In  contrast,  those  in  the  bottom  half 
on  average  charge  $212.40. 

Why,  then,  do  some  newsletters 
charge  more  than  others?  Some- 
times an  adviser  will  charge  more  in 
order  to  keep  from  growing  too 
large,  especially  when  he  is  concen- 


trating on  thinly  traded  secondary 
issues — when  too  many  followers 
can  make  it  difficult,  if  not  impossi- 
ble, for  anyone  to  obtain  decent  exe- 
cutions. In  1982,  for  example,  after 
Martin  Zwcig's  Zweig  Forecast  expe- 
rienced a  dramatic  increase  in  read- 
ership, stocks  he  recommended  for 
purchase  often  would  increase  by  as 
much  as  20%  as  subscribers  all  tried 
to  act  at  once.  One  of  Zwcig's  re- 
sponses to  this  situation  was  to  in- 
crease significantly  the  price  of  his 
newsletter  (he  currently  charges 
$245  per  year). 

As  Zwcig's  case  illustrates,  an  ad- 
viser can  afford  to  raise  the  cost  of 
his  newsletter  when  he  has  a  good 
reputation  and  a  big  following.  But 
popularity  isn't  necessarily  propor- 
tionate to  performance.  Consider 
the  record  of  the  investment  news- 
letter generally  credited  with  having 
the  largest  number  of  subscribers: 
Howard  Ruff's  Ruff  Times  ($129  year- 
ly). I  estimate  that  investors  faith- 
fully following  each  of  its  portfolio 
recommendations  made  a  grand  to- 
tal of  just  10.8%  between  mid- 1980 
and  mid- 1989 — whereas  the  divi- 
dend-reinvested s&p  500  appreciat- 
ed 308.4% .  When  their  return  is  ad- 
justed for  inflation,  Ruff's  followers 
lost  money,  but  that  didn't  seem  to 
destroy  his  popularity. 

Why?  Because  some  people  seem 
to  take  these  letters  for  reasons  oth- 
er than  following  their  recommen- 
dations. Many  of  Ruff's  subscribers, 
for  example,  look  to  the  Ruff  Times 
for  philosophical  and  political  dis- 
cussions of  general  socioeconomic 
trends.  They  want  to  know  what 
Ruff  thinks  about  what  is  going  on 
in  the  world. 

A  different  case  entirely  is  the 
Value  Line  Investment  Surrey,  pub- 
lished by  Arnold  Bernhard  &  Co. 
While  its  record  has  been  good 
(ranking  third  among  all  services  I 
have  followed  over  the  last  nine 
years),  it  also  is  an  encyclopedic  ref- 
erence service,  covering  about  1,700 
widely  followed  stocks.  Even  if  its 
investment  advice  were  not  as  prof- 
itable, I  suspect  that  many  investors 
still  would  be  willing  to  pay  its 
above-average  yearly  fee  of  $495. 

Ruff  Times'  and  Value  bine's  cases 
remind  us  that  performance  is  not 
the  sole  criterion  of  value  in  an  in- 
vestment newsletter.  Ruff  purveys 
commentary  along  with  advice,  Val- 
ue bine  useful  information  along 
with  advice.  What  Sexton  purveys 
for  his  stiff  fee  must  be  evident  only 
to  his  subscribers.  ■ 
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BUSINESS  SERVICES 


BUSINESS  SERVICES] 


WINE  CELLARS 


WINE  CELLARS 


THE  WINE  CELLAR  SUPERMARKET 


Lowest  Prices  on  Name  Brands 

MODEL  BOTTLES       LIST  SALE 


COMPACT 
SOMMELIER  5-Tcmp 
EUROCAVE 
EUROCAVE  3- Temp 
EUROCAVE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 


40 

60 
140 
210 
250 
325 
480 
700 
%0 
1400 


jXiiUBB 
11  iirnn 

jilimWl 


$449.00 

$699.00 

$995.00 

$1295.00 

$1195.00 

SI  495.00 

$1595.00 

$1995.00 

$2895.00 

$369500 


* 


Vr  /„, 


rVtovm     *VnI  Our  nil  SUM 


FREE  Catalog  or  Consultation 

Custom  Cellars 
&  Racking  Start  at 

KM  Inmnlon  Si 


SO  tents  ■■  Bottle 


THE  WINE 


800-356-8466 

ENTHUSIAST' 


FINANCIAL  SERVICES 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 
brings  you  the  2000-page  Investors 
Reference  Service — Value  Lines  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SCall  Toil-Free 
1-800-633-2252 

(Ext.  2686-Dept.  416  F02) 

American  Express,  MasterCard  or 

Visa  7  days  week,  24  hrs.  a  day. 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable  9**  -,•  | 
stocks  (rated  8  or  9)  I 
-  including  some  very  r 
famous  names - 
which  I  believe  could 
"take  a  bath"  III  rush  ' 
you  the  Performance  MAK'IN^wti(j 
Ratings  ($39  v.<;ue)  asa  bonus  with 
your  subscript  i<  . 'weig  Fore- 

cast Time  is  cr. 

Three-Month  0  One  Year 

$245  Visa  or  MC  l  33  2252 

Ext  9064 

THEZWEIGFC      CAST 

P.O  Box360.Bellmort 


II  \Kl)  TO  BORROW 

No  Credit  (luck 

Guarutea  I'rmidcd 

\\  e  da  not  nuke  loans 
Minimum  H 00.000  5-20 
i  in- 1  undine  \siisuuice  Corp. 
505  Park  \., 

U.S.A(212)  755-9400 
i.h  (212)  755-7339 


"I 


BUSINESS  OPPORTUNITIES 


BY  OWNER 


AUTOS  BOATS  AIRPLANES 

BUSINESSES  FINE  ART 

HORSES  IUXURV  HOMES 

UOOOO'NDiViDuAi  JSTINGS 

NO  BROKERAGE 
COMr  MISSION 

COMPUTER  i ISTINGS 
J  UPDATED  DAiLV 

'  Toll  Free  I  800-327-°630 


Bs 


9*C. 


cpi  I  VflllR  8roker$/0wners-||si 


in  Japanese  MLS- 


DDHDEDTV  'VPe  service  Reach 
nUrCn  I  I    tOOOsotBroters/ln- 

ml  A  PA  M  vestors/Corporations 
JMl  HH  in  Japan  Free  trans- 
lation/typesetting Also  display  ads  brokerage/ 
agency  services,  consulting  marketing,  trade- 
shows  NO  COMMISSION 
Hon  k  Bunker   1-800-USA  2111 


REPOSSESSED  VA  &  HUD  HOMES 
available  trom  government  from  ST  without  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  lor  repo  list  your  area 


SEIZED  CARS — Porsche  Ferrari  Vette. 
etc  Trucks  boats.  4-wheeiers  TVs  stereos 
lurmture  by  Drug  Enforcement  Agency  FBI  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)682-7555  EXT  C-1031 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Corporations  General,  Aircraft. 
Boat  &  Shelf  Corporations 

Call  Write  for  FREE  KIT: 
P.O.  Box  484-FB 


(M  ■/<  iu  i  in 


Yml 


Wilmington.  DE  19899 
800-321 -CORP  •  302-652-6532 


1 


L 


1-800-USA-LIST 


MO  M  mmnattonmt  Lifting  S+"-<r  me 

BUY  -  SELL  -  TRAOE 


PROPERTY-PRODUCTS— SERVICE 

-      _  NO  BROKERAGE  FEES 


Your  Commercial  Collection  Agency 
Should  Provide: 

■  Results   ■  Response  ■  Reporting   ■  Remittance 

You  get  it  all  with  any  of  the  64 

experienced,  bonded  members  of  the 

Commercial  Agency  Section  of  the 

CLLA,  all  holding  certificates  of 

compliance. 

For  a  lisl  of  C  C  A  S  members  and  a  free  copy  ol  the  Summar 

or  Stale  Usury  Law  Rates,  write  or  call  Gordon  L  Calvert. 

Executive  Direclor  Commencal  Collection  Agency  Section. 

Commercial  Law  League  ot  America.  Bo*  34-53'  Bethesda 

MD  20817  (301 1365-2224 


FINANCIAL  SERVICES 


DISCOUNT  STOCK  BROKER 
MURIEL  SIEBERT  &  CO.,  INC. 

Our  VIP  Accounts  receive 

Personal  Service  and 

Quality  Order  Executions 

at  commission  rates  as  low  as 

2c  per  shr  OTC   3C  pet  shr  Listed. 

($50  mm  charge  per  order) 

To  compare  rates,  call 

77ie  Discount  Professionals  ■ 

Muriel  Siebert  &  Co.,  Inc. 

444  Madison  Ave.,  NY,  NY  10022 

1-718-SIE-BERT  1-800-USA-0711 

Member  NYSE  1967.  SIPC  F02 


BUSINESS  ACQUISITION 


PRESIDENTS 
WITHOUT  A 


wi 


BUY  IT 


SEND  RESUME  AND  LETTER  TO  CHAIRMAN 
1500  EXECUTIVE  DR.  ELGIN,  IL  60123 

BUSINESS  SERVICES 


N.A.G.L.S. 

Vie*  precious  gemstones  for  sale, 

on  computer,  free  ol  charge 

(4161  238-4985 

Lor  lunhiT  information, 

(416)  238-8044 


REAL  ESTATE  SERVICES 


DEVELOP  REAL  ESTATE.  PflOFIT,  1990  2000 

Turbulent  martiets  create  opportunities  SSS  Millions  will  be 
made  or  lost  in  the  next  decade  Knowledge  is  the  tooting 
/actor  300 leading  and  tested'  US  Developers  combine 
know  now  the  ms  and  outs,  r  the  1990  Edition.  SeltStuty 
Oevetopmenf  Course  20.000  graduates,  senous  firms  like 
Otympta  &  Yorv  Trammel!  Crow  Kaufman  &  Broad.  Homart. 
Puite  Corp..  Toll  8ms  Roise  Co  General  Dev.  Corp.. 
Prudential  On. .  Del  Webb.  S345  plus  S/H  Limited  Edition 
PLAN.  CAPITALIZE  ON  MARKET  CONDITIONS  To  place  your 
onto,  serous  partus  omy  call  THE  REOI  FOUNDATION  (50B) 
3S»?t*S 


TRAVEL 


CORPORATE  HUNTING 
DAKOTA  HILLS 

Specializes  in  private  pheasant 

hunts.   We  provide  everything. 

Call  for  Free  brochure 

605-424-290$ 

Season  Sept  1-  March  31 


MISCELLANEOUS  FOR  Si 

INVESTMENT  GEMSTONi 
GUARANTEED  LIQUIDITY 

We  buy  &  sell  Diamonds  and  all  Pre 
Gemstones.  Free  wholesale  catalog 
1967!  Member:  Jewelers  Board  of  Tn 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


EDUCATIONAL  SERVICE 


FULLY  APPROVED  UNIVERSITY  DECRI 1 

Economical  home  study  for  Bached 
Master's,  Ph.D..  fully  approved  by  ( 
forma  State  Department  of  Educal 
Prestigious  faculty  counsels  for  indq 
dent  study  and  life  experience  en 
(5,100  enrolled  students,  500  facu 
Free  information — Richard  O 
M.D.  (Harvard),  President,  Columbia 
cific  University,  Department  3D  10  1 
Third  Street,  San  Rafael,  CA  94901. 
Free:  (800)  227-0119;  California:  (8 
552-5522:  or  (415)  459-1650. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTOR  A 

for  Work  u*  and  At 

lirjerience  No  Qassroo 

Attendance  Reqwred 

Call  (213)  471-0: 

Outside  CaHtorrt 

1  •  800-423-32* 

or  send  detailed  resut 

tor  free  Evaluation 

Pacific  Western  University 

600  N  StouMiuBMJ    Owl   US  Los  AngMes  CA  91 


FORBES 
MARKET/CLASSIFIll 

Advertising  closing  date  is  1 
month  preceding  date  of  issue! 

Frequency  discounts  availcl 
Payment  must  accompany  ol 
unless  from  accredited  agenc  I 

FOR  ADDITIONAL  INFORMATICS 
WRITE  OR  CALL: 

LINDA  LOREN 
FORBES  MARKET  CLASSIFIE 

60  Fitth  Avenue,  New  York,  NY  10! 
(212)  620-2440 


FINE  WINES 


FINE  WINES 


WINE  CELLARS 


WINE  CELLARS 


COAST'SLARGEST  SELECTION  OFRARE  WINES 


100,000  Bottle  Inventory  for  Collectors 
Fine  Wines  of  the  World  from  1870-1986 


DMANEE  CONTI 
ONTRACHET 
HATEAU  PETRUS 


CH  DYQUEM 

RARE  PORTS 

RARE  CALIFORNIA 


Request  our  60-page  catalog  of  fine  &  rare  wines. 

Vve  ship  promptly.       VISA/MC/Am.  Exp. 
415  459-3823        415  456-9463        FAX  415  456-8858 


rin  Wine  Cellar 


2138  4th  St.  San  Rafael 
CA  94901 


WlNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

Not  Handmade 

40  Bottle  Class  Door 
60  Bottle  Class  Door 


$  599 
749 


499 
659 


FurVault  holds  about  8  Furs  $3495 


$  1895 


VtsalMCIAJnEx/Discovei 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131st  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


REAL  ESTATE 


MERCHANDISE 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


J  HORN  MOUNTAIN  RANCH. 

world  class  hunting  and  fishing 
perty,  this  unique  6,000  deeded  acre 
ch,  with  its  federal  and  state  grazing 
its,  will  support  1,200  animal  units. 
;  ranch  sits  at  the  mouth  of  one  of 

most  spectacular  canyons  in 
•oming,  on  the  western  slope  of  the 

Horn  Mountains.  The  ranch 
itrols  about  seven  miles  of  two 
jor  creeks  which  drain  the  highest 
is  of  the  Big  Horns.  The  high 
intry  behind  the  ranch  is  some  of  the 
)St  spectacular  and  relatively 
iccessible  in  the  Big  Horns, 
tractive  improvements  and  an 
redible  building  site  in  the  mouth  of 

canyon  complete  the  package, 
iced  at  $2,500,000.  Terms  are 
lilable  to  qualified  parties.  Contact 
lusive  agent  for  seller:  Hall  and  Hall, 

PO.  Box  1924,  Billings,  Montana 
103.  (406)  252-2155  or  (406) 
2-7583. 


EST  BOULDER  RANCH.  Located 
lere  the  West  Boulder  River  exits  the 
Fountains,  25  miles  south  of  both 
vingston  and  Big  Timber,  Montana, 
is  4,500-acre  ranch  is  bisected  by  one 

Montana's  few  private  trout  rivers. 

runs  from  the  river  to  the  national 
rest  boundary  in  a  contiguous  block 
lush  mountain  pastures  and 
eadows  which  are  highlighted  by  high 
ffs  and  occasional  groves  of  pine  and 
pen.  A  comfortable  lodge,  two 
>mes,  two  guest  cabins,  a  classic  barn, 
tensive  working  corrals  and  useful 
ubuildings  create  a  base  for  a  cattle 
id  guest  operation  or  a  private  retreat, 
iews  of  the  peaks  of  the  Absarokas 
e  breathtaking.  Contact  exclusive 
tent  for  seller:  Hall  and  Hall,  Inc., 
0.  Box  1924,  Billings,  Montana 
M03.  (406)  252-2155  or  (406) 
12-7583.  ■ 


INVESTOR'S  CORNUCOPIA 

!C  Mountains.  East  of  Asheville.  Rare  & 
;autiful  1,000  acre  park.  Prime  location. 
Partly  subdivided.  Dam.  Lake.  More 

lakesites.  Woods.  Clear  streams, 
aterfalls.  Minerals.  Massive  sand-gravel 

reserve.  Many  involvement  options. 
Incredible  negotiation  price.  Full  data: 

Owner,  CRM  Corp.  (704)  245-9777. 

Box  1352,  Rutherfordton,  NC  28139. 


)wii  part  of  17,000  Colorado 
cres  in  the  Rockies,  gorgeous 
mountain  land.  Come  visit! 

Call  for  color  brochure, 
103-379-3263,  or  write  Forbes 
Vagon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


STOP  SWEAT 
FOR  6  WEEKS 


DRIONIC'-the 
answer  to  costly  and 
embarrassing  under- 
arm, hand  or  foot 
sweat.  Short  treatment 
with  electronic  Drionic 
keeps  these  areas  dry 
for  6  weeK  periods.  Try 
doctor  recommended 
Drionic  @  $125  ea.  pair 
(specify  which).  Send 
ck  or  MC/ Visa  *  &  exp. 
date.  CA  res.  add  6% 
tax.  45  DAY  MONEY 
BACK  GUAR. 

GENERAL  MEDICAL  CO. 

Dept.  FOB-24 

1935  Armacost  Ave. 

Los  Angeles,  CA  90025 

Phone  orders  —  MCI 
Visa  — 800  HEAL  DOC 


C  1969GEN  MED  CO 


FACSIMILE  MACHINES 


canon 

._JJN  THECQUVTRY 
I/I&  AND  TRAINING 
ESTAX 

uu  in  tduti 

FAX  Of  AMERICA 
1-600-M2-MXX 

AMERICA  S  IOW  PWC£  W  QiSTHBUTQC 


FAX  PAPER 


FAX      PAPER 


Guaranteed  lowest  prices 
24  hour  shipping 
Dealer  inquiries  invited 


Call  or  fax  for  catalog/price 

Tel:  (516)  239-1854 

Fax:  (516)  239-1939 


A-Z  FAX  PAPER  MFG. 


100%  Cotton/Your  Logo!— 

Better  Than  Lacoste  or  Ralph  Lauren! 

CJXP 

Our  great  quality,  uncondnionally-guaranteed-polo  shirts  are  100%  cotton,  American 
Made,  and  custom  embroidered  wirh  your  logo  or  design.  Minimum  order  just  six  shirts. 
For  a  price  list,  brochure  and  information  about  our  other  great  products  call: 

1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F16,  119N  Hth  St.,  Greenpoint,  NY  11211 


EXECUTIVE  GIFTS 


NEW  GIFT  SENSATION 

THE  WATER  OF  THE 
MONTH  CLUB... 
introduces  "CLASS  IN  A  GLASS," 
the  entirely  new  kind  of  mail  order 
gift  for  both  corporate  and 
individual  gift-giving.  Each  month 
members  will  receive  a  different 
combination  of  exotic  bottled 
waters,  elegantly  packaged  in  a 
Gourmet  Six-Pack. 

Choose  the  Water  Club  Member- 
ship that  best  quenches  your  thirst. 
From  $39.95 

1-800-345-5959 
The  Water  Centre 


BUSINESS  GIFT-GIVING: 


REMEMBER  Employees  and  Customers 
...  with  the  FiNEST/ 

•  Exciting,  name  brand  gifts  to 
please  anyone! 

•  Direct  only  -  25%  DISCOUNT! 

•  28  years  in  business  - 
Satisfaction  Guaranteed! 


Call,  write  or  FAX  your  business  Card 
for  Brochure  describing  program  and 
to  obtain  FREE  sample  catalogs  to 
review.  No  obligation! 


Give-A-Choice  Division,  3200  Lynn  Avenue, 

Minneapolis,  Minnesota  55416 

(612)  925-1085  FAX  (612)  920-5844 

"Thoughtfulness  is  Good  Business" 


Forbes:  CapitalistTboP 


CORPORATE  ITEMS 


JOHN  CLEESE 

Regularly  Visits  DEC,  3M, 
Hyatt  Hotels,  Barclays  Bank, 
IRS  and  thousands  of  other 
organizations  through  Video 
Arts  training  programs. 

For  a  FREE 

catalog 
of  sales, 
management, 
and  customer 
relations 
programs  call: 

VIDEO 
ARTS 

1-800-553-0091 

xl68 

In  II 

1-312-291-100: 

x!68 


COMPUTERS 


Ml  mflRYfTlflC  INDUSTRIES  INC 


Our  13th  year  of  DISCOUNTS 

Tand/*Computers 

Radio  Shaclc^Products 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy.  Katy(Houston)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


American  Arts  Quarterly  Interview    (Continued  from  p.  20j 


share  a  vital  and  refreshing  naivete  that  gets  lost  as  you  go 
on  living — of  being  outraged  at  what  is  wrong. 

JFC:  Can't  you  be  outraged  and  still  be  conservative? 

MSF:  Absolutely.  In  fact,  that's  what  I  think  most  conser- 
vatives are.  Outrage  is  not  a  monopoly  of  the  Left.  The  left- 
wing  orientation  of  the  Hollywood  Left  is  a  reflex  action  of 
the  type  of  view  that  portrays  businessmen  as  ogres.  That 
cliche  type  of  knee-jerk  liberalism  doesn't  reflect  thought — 
just  the  opposite.  It's  a  canned,  conformist  attitude.  It's  peer 
group  pressure.  You  can't  be  considered  part  of  the  in-group 
unless  you're  against  the  establishment. 

But  that's  always  been  true  throughout  history.  It's  very 
seldom  that  the  businessman  has  been  depicted  as  conse- 
quential to  the  arts  or  the  development  of  the  country's 
strength.  The  fact  is  that  such  depictions  don't  change 
most  people's  understanding  of  the  function  of  the  entre- 
preneur, and  their  belief  that  there  is  no  freedom  without  a 
free  enterprise  system. 

We  have  a  relatively  free  enterprise  system.  President 
Reagan  was  the  latest  to  be  effective  in  implementing  less 
regulation  and  less  taxes.  More  people  have  a  say  in  the 
way  they  spend  their  own  money.  We  might  have  passed 
some  overly  liberal  legislation,  but  as  a  nation  we  are  not 
way-out  Left.  My  father  had  apoplexy  over  some  of  Roose- 
velt's New  Deal  legislation,  but  things  like  Social  Security 
are  now  recognized  as  essential. 

I  don't  think  the  so-called  Left  is  any  worse  than  it's  ever 
been.  The  peer  group  conformity  of  the  Left  is  just  an  easy 
way  to  belong.  There  are  probably  more  rebels  in  the  arts 
than  there  arc  in  the  populace. 

JFC:  Can  you  talk  about  the  art  collection  in  your  office? 

MSF:  People  are  being  polite  when  they  refer  to  my 
collection  as  eclectic.  What  they  mean  is  there  doesn't 
seem  to  be  much  rhyme  or  reason  to  it.  Every  painting  in 
this  office,  in  this  building,  was  personally  selected  by  me. 
The  only  thing  they  have  in  common  are  those  qualities 
that  would  make  them  great  paintings  even  if  you  didn't 
know  who  painted  them.  All  these  divergent  works  relate 
to  some  personal  experience  of  mine,  or  represent  a  beauti- 
ful example  of  an  artist's  work  I  admire 

I  paid  a  million  and  a  half  for  a  work  by  Edward  Hopper, 
but  it  is  a  quintesssential  Hopper.  I  bought  it  the  same  day 
Sotheby's  sold  one  of  his  "lighthouses"  for  twice  that 
amount.  I  think  the  lonesomeness  expressed  by  a  woman 
sitting  alone  in  a  hotel  room  is  much  more  characteristic 
of  Hopper's  work  than  one  of  his  seascapes. 

Cupid  Supplicating  Jupiter's  Consent  to  His  Marriage  with 
Psyche  was  painted  by  Rubens  as  a  bribe  for  the  exchequer 
of  the  Italian  court  to  help  collect  monies  owed  him  by  the 
Medici  family.  Rubens  painted  this  work  in  only  three 
days.  Many  of  the  artist's  paintings  were  finished  by  assis- 


tants, but  this  one  is  entirely  by  his  hand. 

I'm  not  a  great  collector  of  Impressionist  art,  but  th 
lovely  nude  Baigneuse  se  deshabi/kint  to  me  is  quintessei 
tial  Renoir.  The  Brueghel  painting  of  a  counting  hou: 
seemed  appropriate  because  we're  always  writing  aboi 
matters  of  governmental  taxation  in  Forbes.  I  intend  1 
use  it  one  day  on  the  cover.  We  used  a  painting  of  a  dolL 
sign  by  Andy  Warhol  on  the  cover  of  the  issue  that  rate 
the  500  largest  business  corporations  in  the  United  State 
Andy  gave  it  to  me  as  a  birthday  present. 

JFC:  How  do  you  explain  the  critical  reaction  against  tr 
Warhol  retrospective  at  the  Museum  of  Modern  Art? 

MSF:   The  backlash  against  Andy's  work  is  not 
much  a  result  of  the  retrospective  as  it  is  the  outrageoi 
prices  paid  at  auction  for  all  the  junk  Andy  collected, 
he  had  any  clue  he  was  going  to  get  that  kind  of  mon 
for  it,  he  wouldn't  have  died  (laughs).  Jealousy  is  th 
cause  of  the  backlash,  not  his  art.  A  lot  of  the  putdow) 
came  from  people  annoyed  at  the  sweeping  prices  tj 
those   cookie  jars   and   thingumajigs   that  nobody   el 
wanted.   The   quality   of  his   art  is   debatable,    but   itj 
impact  on  our  time  has  certainly  been  great. 


It's  very  seldom  that  the  businessman 
has  been  depicted  as  consequential 
to  the  arts  or  the  development  of  the 
country's  strength.  But  such  depictions 
don't  change  most  people's  understanding 
of  the  function  of  the  entrepreneur, 
and  their  belief  that  there  is  no  freedom 
without  a  free  enterprise  system. 


JFC:  Can  you  tell  us  about  the  collection  of  presidentia 
papers  on  display  in  the  Forbes  Galleries? 

MSF:  To  me,  that  is  the  most  exciting  part  of  th 
collection.  General  Lee's  letter  to  Grant  requesting  surren 
dcr  terms;  he  wrote  four  of  them  in  the  hope  that  on 
would  pass  safely  through  the  battle  lines.  Then  there' 
Harry  Truman's  blistering  letter  to  the  music  critic  whi 
panned  his  daugher  Margaret's  concert  debut;  the  Hiroshi 
ma  diary  of  the  "Enola  Gay"  that  dropped  the  first  atomii 
bomb;  Albert  Einstein's  letter  to  Roosevelt  proposing  th 
building  of  an  atomic  bomb.  All  are  breathtaking. 

I  think  presidential  papers  are  very  underpriced  relative 
to  the  inflated  prices  of  Impressionist  art.  These  letter: 
paint  a  portrait  of  historical  leaders  better  than  any  por 
traitist  or  photographer.  Letters  reveal  their  concerns 
what  excites  them. 

JFC:  Do  you  agree  with  Thomas  Hoving,  the  editor  o 
c  onnoisseur  magazine  and  former  director  of  the  Metropol 
itan  Museum  of  Art,  who  has  written  that  the  cultura 
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it  FORBES  Showcase  Your  Annual  Report  To 
i  Affluent  Investor  Market 

?signed  for  public  companies  whose  fiscal  year 
>es  not  coincide  with  the  calendar  year,  The  FORBES 
ill  Annual  Report  Advertising  Section  is  an  effective 
id  inexpensive  way  to  distribute  your  annual  report  to 
)RBES'  affluent  and  influential  audience. 

reat  Exposure  At  A  Great  Price 

>r  only  $4, 1 60  for  an  1  /8  page,  4-color  ad  ($4,030  for 
W)  and  only  $8,320  for  a  1/4  page,  4-color  unit 
8,060  for  BAA/),  FORBES  will  feature  the  cover  of 
)ur  annual  report  along  with  highlights  of  your  compa- 
/  story  to  a  subscriber  audience  that  owns  over  $500 
llion  in  corporate  stock.  Plus,  if  you  ran  in  our  May  29 
sue  your  second  insertion  in  the  November  27  issue 
ill  earn  a  10%  discount. 

3RBES  Makes  It  Easy 

jst  send  us  a  color  slide,  black  and  white  photo- 
'aph  or  a  copy  of  your  annual  report  cover  along  with 
5  words  of  descriptive  copy  (up  to  1 30  words  for  1 I A 
age  units).  FORBES  will  also  produce  pressure-sensi- 
/e  address  labels  of  all  respondents  indicating  inter- 
st  in  your  company  and  mail  them  to  you  at  regular 
tervals  as  they  are  received. 


Reserve  Your  Space  Today! 

Make  sure  FORBES'  affluent  investor  audience  sees 
your  ad.  For  reservations  or  further  information,  use 
the  coupon  provided  or  call  Sarah  Madison  at 
(505)275-1282/3. 
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American  Arts  Quarterly  Interview 


institutions  of  New  York  City  are  threatened  by  the  de- 
cline in  the  quality  of  life  offered  here? 

MSF:  Not  really.  There  has  never  been  a  time  in  any 
city's  history  when  the  quality  of  life  hasn't  been  stressed. 
We  have  problems,  but  the  standard  of  living,  in  compari- 
son with  other  periods,  is  vastly  greater.  We  are  concerned 
with  the  immediacy  of  problems  such  as  sanitation,  trans- 
portation, housing,  as  we  should  be,  but  we  should  keep 
some  kind  of  perspective  on  the  miraculous  things  the  city 
is  capable  of. 

Here  is  a  little  island  of  Manhattan  that  contains  almost 
every  culture  and  ethnic  expression  in  terms  of  theater, 
art,  architecture.  Here,  within  walking  distance  you  have  a 
complex  city  that  is  a  miracle  that  it  performs  at  all. 


After  70  years,  the  Soviets  are 
trying  to  unscramble  the  omelet. 


Despite  the  great  problems  of  drugs  and  crime,  nothing 
will  destroy  our  culture  as  long  as  people  are  free  to  create. 
In  fact,  the  creators  in  art  will  help  to  dramatize  and  arouse 
the  public  to  tackle  these  problems.  This  has  nothing  to  do 
with  the  political  Left  or  Right.  I  can't  imagine  anyone  on 
the  Left  being  more  outraged  by  the  drug  problem  than  the 
Right  is. 

The  problems  we  face  may  be  vast,  but  you  and  I  got  to 
work  today.  All  the  outlets  of  culture  are  still  functioning. 
The  city  isn't  sinking.  I  would  say  the  cultural  vitality  of 
the  city  has  never  been  greater  at  any  time  in  our  history.  I 
disagree  with  the  crape  hangers. 

JFC:  Do  you  agree  with  Zbigniew  Brzezinski's  conclu- 
sion in  The  Grand  Failure  that  communism  is  in  the  last 
stage  of  economic  collapse? 

MSF:  Absolutely.  It's  a  fact.  After  70  years,  the  Soviets 
are  trying  to  unscramble  the  omelet.  They've  finally  recog- 
nized that  their  system  doesn't  work.  We're  not  talking 
ideology,  the  idea  that  everybody  should  have  a  job  and 
that  nobody  should  have  more  than  anybody  else.  These 
might  be  wonderful  goals.  They  are  the  basic  teachings  of 
all  religions. 

No,  we're  talking  about  the  fact  that  you  can't  remove 
human  incentive  and  still  have  an  economy  that  tunc 
tions.  You  can't  demotivate  everything  that  makes  some- 
body scramble  to  better  himself  and  get  things  for  his 
children.  Communism  is  dead  as  a  system.  All  the  Soviets 
have  done  is  create  a  new  elite  of  bureaucrats  and  party 
officials  who  don't  produce  anything.  This  means  that 
communism  won't  be  perceived  as  a  viable  solution  by 
Third  World  nations. 

This  doesn't  mean  however,  that  the  Lett  won't  still  try 


to  overthrow  Right-wing  governments  in  Latin  America.  • 
means  that  the  alternative  to  communism  will  be  a  diffel 
ent  "ism."  Unfortunately,  all  these  isms  usually  wind  i 
with  one  guy  deciding  what  is  good  for  everyone  else. 

JFC:  The  Lichter/Rothman  Survey  revealed  that  mc 
than  80%  of  the  editors  on  major  newspapers  voted  Dem 
cratic  in  the  last  election.  Do  you  think  the  media 
politically  biased  in  their  coverage  of  the  news? 

MSF:  There  is  no  question  that  the  liberal  point  of  vie 
is  far  more  prevalent  in  the  media.  But  we're  still  elect 
Republican  presidents  and  conservative  and  Republic; 
senators  and  governors.  Most  people  are  not  brainwashi 
by  the  liberal  media's  point  of  view.  They're  not  o 
booing  and  hissing  the  heads  of  big  corporations. 

Whatever  the  negative  depictions  by  liberals,  most  pe 
pie — even  the  most  vocal  of  the  Left — don't  really  belie- 
what  they  say.  The  media  can't  manufacture  hate  again 
people  who  use  their  brains  and  abilities  creatively  in  tl 
free  enterprise  system. 

In  fact,  the  vitality  of  a  company  like  General  Eleci 
can  allow  it  to  shift  its  emphasis  and  become  as  nimble 
any  Silicon  Valley  entrepreneur.  These  companies  a 
more  appreciated  today  than  at  any  time  in  history  despi 
the  liberal  bias  of  the  media. 

JFC:  How  does  the  U.S.  compare  with  Japan? 

MSF:  Our  strength  is  that  we  are  not  locked  into 
Cultural  cocoon.  We  are  not  a  homogeneous  island  nati 
like  Japan.  Isolation  has  provided  them  with  ce 
strengths  that  put  everyone  on  the  same  wavelength,  b 
they  don't  have  the  creative  sparks  that  result  from  o 
diversity.  They  are  very  good  at  concentrating  on  a  pro 
lem  and  improving  the  product.  But  most  of  the  id 
originate  in  America.  We're  way  ahead  in  the  developme 
of  software  for  computers,  for  instance. 

Our  diversity,  our  individuality,  our  entrepreneuri 
spirit  are  our  strengths.  Japan  doesn't  have  that.  They  ha 
discipline.  They  have  an  ability  to  wrestle  quietly,  colle 
tively,  intellectually,  with  a  problem  until  they  impro 
what  we  originated.  They  can  take  a  television  set  or 
VCR  and  make  it  better  and  for  less  money.  We've  got 
get  better  at  holding  on  to  our  own  developments,  and  n 
allow  our  licenses  and  talent  to  be  stolen  by  others. 

We're  suffering  from  having  had  it  all  our  own  way  f( 
the  last  40  years.  The  countries  that  were  destroyed  du 
World  War  II  have  had  time  to  rebuild  from  the  ground  u 
We  helped  them.  We  gave  them  our  knowhow  and  t 
nology.  But  our  very  success  has  debilitated  us.  Success 
the  hardest  thing  to  overcome  and  keep  a  business  compe 
nive  and  alive.  Success  makes  for  complacency  and  con 
placency  is  fatal  to  growth,  whether  it's  a  business  ecom 
my  or  artistic  creativity. 
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AMETEK  AGREES  TO  PURCHASE 
HLUMBERGER  INSTRUMENT  DIVISION 

oli  A  (August  28.  1989)  AMETEK,  Inc.  (nyse-AME) 

l   today  that  it  had  reached  an  agreement  with 

n   er  Industries,  Inc.,  to  purchase  the  assets  and 

i    its  Weston  aerospace  cockpit  instrument  busi- 

ht  uartered  in  Newark,  New  Jersey  for  an  undis- 

d ;  jnt  of  cash. 

ftnis  month  AMETEK,  a  major  instrument  producer, 
i  its  acquisition  of  General  Electric  Company's 
:  i rcraft  instrument  business. 

IF  indicated  that  the  Weston  instrument  business, 
f  oys  about  200  people  at  a  plant  near  Newark 
t.  s  running  at  an  annual  sales  rate  of  more  than 
I    As  a  part  of  the  purchase,  AMETEK  will  acquire 

a  ictunng  assets  and  business,  and  the  rights  to 

Bed  technology,  of  the  Weston  aircraft  instrument 


is  primarily  a  manufacturer  of  aircraft  cockpit 
s,"  according  to  AMETEK's  chairman  Dr.  John  H. 
we  expect  to  integrate  it  with  our  U.S.  Gauge 
instrument  business  headquartered  nearby  in 
Pennsylvania  Weston's  major  product  line — 
ement  dial-type  instruments — are  used  on  corn- 
craft  built  worldwide  to  display  secondary  engine 
electrical  and  cabin  environment  data  and  other 
ctions"  Dr.  Lux  said.  "This  will  complement  the 
iine  instruments  that  AMETEK  produces  for  many 
e  aircraft  builders " 

has  made  significant  investments  in  research 
ipment  to  broaden  its  product  line  in  the  past 
n,  the  AMETEK  spokesman  noted,  and  recently 
liquid  crystal  vertical  display  and  other  solid 
le  instruments,  as  well  as  a  unique  new  concept 
ate  flight  altimeters  which  may  have  very  broad 
s  in  military  and  commercial  aircraft.  "We  look 
gaining  many  outstanding  and  productive  people 
acquisition  is  completed  in  September,"  Or.  Lux 


.  a  FORTUNE  500  industrial  manufacturer,  re- 
>rted  record  sales  for  the  first  six  months  of  1989 
million  and  earnings  of  $22.2  million  or  50  cents 

Listed  on  the  New  York  Stock  Exchange  since 
TEK  just  announced  an  increased  dividend  pay- 
>  stockholders,  marking  its  40th  consecutive  year 
■A  cash  dividends. 
t:  Darrah  Ribble,  AMETEK,  Inc.,  Station  Square 

PA  19301.  Phone:  (215)  647-2121 ) 


::tware,  inc.  o 

OPENS  AUSTRALIAN  OFFICE 

K  iFTWARE,  INC.  (Sugar  Land.  Texas  —  August  14, 
I  3MC  Software,  Inc.  (BMCS-OTC),  an  international 
I  Headquartered  in  the  Houston  suburb  of  Sugar 
I  is,  has  announced  the  opening  of  an  office  in 
»  Australia  BMC's  newest  international  office  is 
i  of  the  former  Australian  independent  software 
Q  agos  Software  Pty,  Ltd. 
ft  hit  the  ground  running  with  this  office,"  said 
ir   Hosley  II,  chief  executive  officer  of  BMC.  "We  are 


converting  a  very  successful  agent,  with  a  staff  already 
knowledgeable  about  BMC  products,  into  a  BMC  company." 

"I  also  anticipate  an  early  positive  showing  because 
Australia  and  New  Zealand  have  a  large  number  of  IBM  and 
IBM  compatible  mainframes,  whose  users  are  our  primary 
market,"  added  Hosley 

BMC's  international  offices  now  number  six,  with  other 
offices  located  in  Camberley,  England;  Paris,  France;  Milan, 
Italy;  Tokyo,  Japan  and  Frankfurt,  West  Germany.  At  BMC's 
annual  meeting  on  July  20,  1989,  Hosley  told  stockholders 
the  company  plans  to  add  international  offices  in  Spain  and 
Denmark  this  year.  Additionally,  BMC  has  independent 
agency  representation  in  Brazil  and  South  Korea. 

For  its  fiscal  year  ending  March  31,  1989,  BMC  reported 
worldwide  revenues  of  $60.3  million,  a  45  percent  increase 
from  the  previous  year.  International  revenues  accounted  for 
39  percent  of  that  figure,  a  66  percent  increase  from  the 
past  fiscal  year. 

BMC  Software,  Inc.  develops,  markets  and  supports 
systems  software  products  to  enhance  IBM's  database 
management  and  data  communications  systems,  principal- 
ly IMS,  CICS  and  DB2.  Currently,  BMC  is  marketing  its  41 
products  to  29  countries. 

(Contact:  Sandy  Richardson,  Director  of  Marketing,  BMC 
Software,  Inc.,  P.O.  Box  2002,  Sugar  Land,  Texas,  77478, 
(713)  240-8800.) 


F.P.  SPECIAL  ASSETS  LIMITED  O 

HONG  KONG  —  19th  July,  1989  —  F.P.  Special  Assets 
Limited  (FPSAL)  (0TC:  Pink  Sheets),  the  Hong  Kong  based 
and  public  listed  company  which  invests  as  a  pro-active 
principal  in  undervalued  properties  and  public  and  private 
companies  in  the  Asia/Pacific  Region,  announced  today  an 
increase  of  27  percent  in  consolidated  earnings  after 
taxation  for  the  six  months  ended  June  30,  1989  of 
US$1,629  million  compared  with  US$1,282  million  for  the 
first  half  of  1988.  Fully  diluted  earnings  per  American 
Depositary  Receipt  ("ADR")  increased  by  11  percent  to  US84 
cents  compared  with  US76  cents  for  the  first  half  of  last 
year. 

Total  assets  during  the  same  period  increased  by  15 
percent  to  US$73,536  million  from  US$64,175  million  while 
net  assets  increased  by  10  percent  to  US$45,670  million 
compared  with  US$41  445  million  as  at  June  30,  1988. 

Net  asset  value  per  ADR  (undiluted)  for  the  interim  period 
decreased  by  12  percent  to  US$27.63  compared  with 
US$31.22  for  the  corresponding  period  last  year. 

Mr.  Robert  L.  Meyer,  Managing  Director  of  FPSAL,  said  he 
was  pleased  with  the  performance  of  the  Company:  "FPSAL 
has  maintained  a  consistent  level  of  profitability  and  our 
team  has  managed  the  Company  well  during  the  recent 
events  in  China  and  the  subsequent  economic  turmoil  in  the 
Hong  Kong  stock  market  where  approximately  40  percent  of 
our  assets  are  exposed.  The  increased  profitability  of  the 
Company  and  the  relatively  small  decrease  in  net  asset 
value  per  share  during  this  period  are  a  tribute  to  our 
diversified  asset  management.  Our  investment  exposure 
throughout  the  Asia/Pacific  Region  has  mitigated  the  im- 
pact of  the  China  political  crisis  on  our  assets." 

Mr.  Meyer  added:  "As  contrarian  investors,  we  will 
continue  to  look  at  undervalued  investment  opportunities  in 
the  markets  in  the  Asia/Pacific  Region  while  divesting 


ourselves  of  assets  which  have  matured  to  realize  gains." 
FPSAL  employs  corporate  finance,  securities  and  real 
estate  investment  and  management  expertise  and  tech- 
niques to  create  shareholder  value  and  increase  sharehold- 
ers' net  asset  value  on  a  per  share  basis.  The  Company  has 
increased  its  consolidated  net  asset  value  per  share  by  491 
percent  since  its  inception  in  December,  1985.  FPSAL  is 
associated  with  Hong  Kong  based  and  public  listed  First 
Pacific  Company  Limited,  a  US$1.1  billion  investment  and 
management  company  with  interests  throughout  Asia. 

SUMMARY  OF  INTERIM  RESULTS 
FOR  THE  HALF  YEAR  ENDED  30TH  JUNE,  1989 

Half  year  Half  year 

ending  ending 

30th  June,  1 989  30tti  June,  1988    Percentage 
USVOOO  USVOOO         Change 

Total  income  5,813  3.255  +79% 

Profit  after  tax  1,629  1.282  +27% 
Fully  diluted 

earnings  per  ADR  US$0.84  US$0  76  +11% 

(Contact:  Mae  S.  Wang,  Assistant  Vice  President,  F.P. 
Special  Assets  Limited,  24th  Floor,  Two  Exchange  Square,  8 
Connaught  Place,  Central,  Hong  Kong.  Phone:  (852)  5- 
8424274,  Fax:  (852)  5-8455517,  Telex:  74216  FPFHK.) 


TELEFLEX  INCORPORATED  A 

TELEFLEX  INCORPORATED  AND  WILLY  RUSCH  AG 

ANNOUNCE  MERGER  OF  MEDICAL  OPERATIONS 

LIMERICK,  PA  (August  28,  1989)— Telef lex  Incorporated 
(ASE-TFX)  and  Willy  Rusch  AG  announced  today  they  signed 
an  agreement  in  principle  for  the  merger  of  the  Willy  Rusch 
group  of  companies  with  TFX  Medical,  Inc.,  a  wholly-owned 
subsidiary  of  Teleflex.  No  Teleflex  shares  will  be  issued  in 
the  transaction.  Other  terms  were  not  disclosed. 

Rusch,  headquartered  in  Stuttgart,  West  Germany,  makes 
a  broad  line  of  disposable  and  reusable  medical  products 
for  the  urological,  anesthesiological,  gastroenterological' 
and  general  surgical  markets.  Rusch  company  manufactur- 
ing plants  are  located  in  Germany,  France,  and  Uruguay. 
Distribution  centers  are  located  in  Germany,  France,  Austria, 
Denmark,  Canada  and  the  U.S.  Rusch's  sales  in  1988  were 
approximately  $58  million.  Senior  Management  of  the  Rusch 
Companies  will  continue  in  their  management  positions. 

Teleflex  Chairman,  L.K.  Black,  stated  that  the  merger  will 
greatly  strengthen  the  worldwide  distribution  system,  and 
add  manufacturing  capabilities,  complementary  products 
and  new  technologies  to  the  present  line  of  medical  prod- 
ucts sold  through  the  TFX  Medical  Group.  The  merged 
medical  groups  will  be  combined  under  a  new  global  name. 
Rusch  International. 

Teleflex  Incorporated  is  a  company  which  solves  engi- 
neering problems  by  the  development  and  application  of 
new  specialized  technologies.  Through  its  TFX  Medical 
Group,  the  company  manufactures  and  distributes  a  variety 
of  disposable  medical  products  for  the  urological,  anesthes- 
iological, and  gastroenterological  markets. 

(Contact:  John  H.  Remer,  Vice  Chairman  &  Chief  Admin- 
istrative Officer  or  John  F.  Schoenfelder,  Vice  President. 
Secretary  &  Treasurer,  Teleflex  Incorporated,  155  South 
Limerick  Road,  Limerick.  PA  19468.  Phone  (215)  948-5100.) 


For  further  advertising  information,  call  Sarah  Madison  (505)  275-12 


Streetwalker 


Edited  by  Thomas  Jaffe 


Clean  coal 

W'  ith  environmental  stocks  all  the 
rage,  analyst  Jordan  Estra  of  New 
York's  Mabon,  Nugent  &.  Co.  has  dug 
up  a  sleeper:  $720  million  (estimated 
1989  sales)  Nerco,  Inc.,  a  leading  U.S. 
miner  of  low-sulfur  coal.  This  is  in- 
creasingly in  demand  as  part  of  the 
solution  for  reducing  acid  rain  be- 
cause it  can  be  blended  into  the  high- 
er-sulfur coals  commonly  used  as 
boiler  fuels  for  electric  generators. 

Based  in  Portland,  Ore.,  Nerco 
owns  and  operates  seven  surface  coal 
mines,  has  an  equity  interest  in  two 
more  and  acts  as  a  contract  miner  for 
electric  utilities.  Its  estimated  total 
reserves — situated  in  Wyoming,  Mon- 
tana, Indiana  and  Tennessee — are  1.1 
billion  tons. 

Although  the  company  currently 
can  produce  32  million  tons  of  coal  a 
year,  market  weaknesses  have  helped 
hold  its  output  to  less  than  80%  of 
capacity.  But  production  should  rise, 
says  Estra,  thanks  to  the  joint  venture 
Nerco  has  formed  with  one  of  its  big- 
gest customers,  Detroit  Edison.  By  us- 
ing Detroit  Edison's  port  terminal  and 
storage  facility  at  Superior,  Wis., 
Nerco  is  expanding  its  marketing  of 
coal  in  the  Great  Lakes  and  the 
Northeast  regions. 

But  there's  more  to  cash-rich  Nerco 
than  coal.  Since  mid-1988  it  has  spent 
$284  million  to  expand  its  natural  gas 
reserves;  the  company's  current  gas 
production  is  eight  times  what  it  was 
just  two  years  ago.  (During  the  period 
its  oil  output  doubled  as  well.)  If  gas 
prices  improve,  the  leverage  could  be 
considerable.  Meanwhile,  Nerco  has 
struck  a  25-year  gas  supply  contract 
with  Louisiana  Power  &  Light  that 
will  assure  it  a  market  for  increased 
capacity. 

Finally,  Nerco  is  in  precious  met- 
als. It  operates  tour  open  pit  mines  in 
Nevada  and  Idaho,  and  one  in  Canada. 
Annual  output:  150,000  ounces  of 
gold;  5  million  ounces  of  silver.  Here, 
too,  any  recovery  in  gold  and  silver 
prices  would  boost  earnings. 

hstra  estimates  Nerco  will  earn  $2  a 
share  this  year,  up  from  $1.41  in  1988 
He's  looking  tor  a  small  gam,  to  $2.15 
i  share,  m  1990.  But  rather  than  focus 
on  ne.n  term  results,  the  analyst  sees 
Nerco  as  a  long-term  play  on  the 
growing  requirement  tor  clean  energy. 
I  stra  savs  it  can  earn  as  much  as  $3  a 


share  by  1992,  and  thinks  that  Nerco 
could  be  a  $30  stock  by  then.  Recent 
price:  19 Va.  PacifiCorp  (recent  nyse 
price:  41  V»),  the  utility  holding  com- 
pany, owns  83%  of  Nerco's  38.8  mil- 
lion shares. 


Land  bank 

Fl  lorida  East  Coast  Industries,  Inc., 
the  $196  million  (estimated  1989 
sales)  holding  company  for  the  Florida 
East  Coast  Railway,  has  finally  gotten 
serious  about  developing  the  21,000 
acres  it  has  long  owned.  The  land  is 
debt-free  and  is  spread  around  13  Flor- 
ida counties.  Under  Chairman 
Winfred  Thornton,  who  took  over  in 
1984  after  the  death  of  the  legendary 
Edward  Ball — who  ran  the  St.  Augus- 
tine-based company  with  an  iron  fist 
for  three  decades — Florida  East  Coast 


drz/Woodfin  Camp 


Carl  Zellers  Jr  of  Florida  East  Coast 

Building  on  a  land  legacy. 

has  already  built  1  million  square  feet 
of  warehouse  and  office  space.  Three 
large  industrial  parks  arc  under  way, 
and  the  company  will  start  on  a  34- 
story  office  tower  next  year  on  1 1 
acres  it  owns  in  downtown  Miami, 
says  Carl  Zellers  Jr.,  head  of  real  es- 
tate operations. 

What's  Florida  East  Coast  worth? 
James  Schmitt  of  Somis,  Calif. -based 
WestCountry  Financial  values  the 
railroad  alone  at  nearly  the  price  of 
the  stock,  recently  67  on  the  nyse. 
The  442-mile  line,  notes  Schmitt,  is 
one  of  the  most  profitable  in  the  U.S., 
owing  to  tavorable  work  rules.  This 
vear  it  will  generate  some  $40  million 
of  net  cash  flow,  more  than  enough  to 
develop  Florida  East  Coast's  property. 
Schmitt  thinks  the  company  will  earn 


$4.10  a  share  this  year. 

But  then  there's  all  that  real  estat' 
which  is  carried  on  the  books  for  ji 
$118  million,  or  $12.75  a  share.  Son| 
of  this  land — situated  in  choice 
ami  and  Jacksonville  areas — is  wor 
at  least  $400  million,  according 
Schmitt.  He  pegs  the  company's  tot 
value — railroad,  plus  the  land — 
$113  a  share.  Stated  book  value: 
mere  $50  or  so. 

Caveat:  The  stock  is  thinly  trade 
The  Alfred  I.  du  Pont  estate  and  St.  J( 
Paper  Co.  control  58%  of  the  9.3  m 
lion  outstanding  shares;  institutio: 
own  another  20%.  So  buy  the  shar 
slowly,  and  then  be  prepared  to  wa 
for  the  profits  from  the  land  bank 
build. — James  Drummond 


Watery  assets 

Pennsylvania  Enterprises,  In< 
which  runs  a  water  utility 
northeastern  Pennsylvania,  has  h; 
its  problems.  Its  water,  which  com 
from  high-elevation  sources  in  the  P 
cono  Mountains,  used  to  carry  bact 
ria  from  beaver  feces;  this  made  son 
customers  ill,  and  state  regulators  r 
fused  to  grant  applications  for  ra 
increases  until  the  problem  was  co 
rected.  What's  more,  the  state  ordere 
the  Wilkes-Barre,  Pa. -based  compar 
to  build  two  new  treatment  plants,  1 
replace  lead-lined  pipe  in  its  distribi 
tion  system — both  by  the  end 
1991 — and  to  install  an  average  1 
miles  of  pipe  a  year  through  199 
Total  projected  cost:  $185  million. 
1988  the  company  earned  just  $2.82 
share,  down  43%  since  1985. 

Fortunately,  $172  million  (sale 
Penn  Enterprises  has  other  asset 
among  them  a  gas  utility  serving  rl 
same  region.  Last  year  this  busine; 
accounted  for  83%  of  revenues  an 
73%  of  operating  income.  There 
also  lots  of  real  estate,  which  hi 
caught  the  eye  of  Rod  Maclver,  ( 
Roderick  Maclver  &  Co.  of  Baskin 
Ridge,  N.J. 

Maclver,  a  specialist  in  uncoverin 
hidden  assets,  estimates  the  comp; 
ny's  53,000  acres  could  fetch  at  lea; 
$68  million,  or  $25  per  each  of  its  2. 
million  over-the-counter  share 
Then  there's  a  pension  surplus  of  $ 
million,  or  almost  $3  a  share, 
thinks  the  gas  utility  is  worth  $10 
million,  or  $38  a  share.  Finally,  Mat 
Iver  values  the  water  utility  asset-' 
net  of  depreciation,  at  $100  millior 
another  $37  a  share.  Total:  about  $10 
a  share.  Recent  price:  5lVi. 

Maclver    thinks    management 
shopping  the  company.  Earlier  thi 
summer,  New  York  City-based  Care 
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nergy  offered  $62.75  a  share,  but  the 
id  failed  when  Carey  couldn't  secure 

I  nancing.  Maclver  can't  predict  when 
nother  buyer  will  come  along,  but  he 

\  ees  little  downside.  Money  manage- 
ient  firm  Lindner  Management 
wns  8%;  insiders  less  than  5%. 

lot  so  junky  junk 

W'ith  the  junk  bond  seas  getting 
increasingly  choppy,   how  fares 
.  he  debt  of  Minstar  Inc.,  the  $520  mil- 
iion  (estimated  1989  sales)  pow- 
,  rboat  manufacturer  that  Irwin 
[acobs  took  private  last  year  in  a 
[380  million  leveraged  buyout? 
/linstar's  business  may  be  high- 
er competitive  and  vulnerable  to 
Lecessions,  but  high-yield  bond 
nalyst   Jeffrey   Gates   of  New 
'ork's    Wertheim    Schroder   is 
ecommending    Minstar's    $75 
mllion  of  8%/16'/2%   subordi- 
nated debentures,  due  2000. 

In  its  complexity,  the  issue  is 
tate  of  the  art.  The  bonds  are  sup- 
posed to  pay  an  8%  coupon,  twice 
yearly,  through  November  1991; 
t hereafter  the  coupon  will  be  l6Vi% 
o  maturity.  If  Minstar's  earnings  be- 
,  ore  interest  and  taxes  fall  below  $45 
.nillion,  a  payment  in  kind  (i.e.,  more 
^>aper)  can  be  made  on  any  four  inter- 
.  :st  payment  dates  through  November 


1992.  (Gates  thinks  the  upcoming 
payment  will  be  in  cash;  there  have 
been  no  pik  payments  so  far.)  The 
bonds  are  callable  at  par  at  any  time. 
The  8/ 16 Vis  trade  on  the  Pacific 
Stock  Exchange.  Recent  price:  81 'A. 
Yield  to  maturity:  18.8%,  looking  at 
the  bonds  extra  conservatively.  But 
Gates  suggests  the  debentures  be 
viewed  instead  as  two-year  paper  be- 
cause he  expects  them  to  be  called  in 
November  1991,  when  the  interest 
coupon  steps  up  to   16'/2%.  In  this 


A  34  Gran  Sport  by  Minstar 
Seaworthy  junk  debt? 


case,  the  yield  to  step-up  would  be  an 
even  more  attractive  22.2%. 

Well  aware  of  Jacobs'  freewheeling 
style,  Gates  is  comforted  by  the  cove- 
nants on  the  debentures  relating  to 
the  raider's  I.J.  Holdings,  which  owns 
100%  of  Minstar.  For  instance,  I.J.  has 
a  call  on  only  25%  of  Minstar's  net 
income.    Any   loans    of   significance 


from  Minstar  to  I.J.  are  prohibited  as 
well.  No  upstreaming  of  the  assets 
away  from  the  bondholders  to  Jacobs. 
Thanks  to  an  agreement  with  its 
bank  lenders,  Minstar  also  is  limited, 
at  present,  to  taking  on  just  $105  mil- 
lion of  additional  debt.  This  makes  it 
impossible,  says  Gates,  for  Jacobs  to 
include  the  company  as  a  meaningful 
participant  in  any  major  takeover  bid. 
Nor  can  there  be  new  debt  unless 
Minstar's  pro  forma  fixed  charge  cov- 
erage— accounting  for  the  added  le- 
verage— is  at  least  1.6  times.  For 
1989,  which  Gates  thinks  will 
be  a  flat  year  for  Minstar,  he 
estimates  operating  cash  flow, 
after  capital  spending,  will  meet 
that  requirement. 

One  indication  that  Jacobs  is 
behaving  himself  on  Minstar: 
The  company  recently  sold  $100 
million  of  8%  senior  notes  to 
Volvo  North  America.  This  was 
more    than    compensated    for, 

however,    when   Jacobs   turned 

around  and  sold  the  boatmaker's  sports 
products  group,  including  Head  skis,  to 
pay  down  $150  million  of  debt. 

Irwin  Jacobs  may  indeed  continue 
in  his  raiding  ways,  concludes  Gates, 
but  the  creditworthiness  of  Minstar's 
8/I6V2S  of  2000  will  be  spared.  He 
thinks  they're  a  buy. 


?et  it  In  the  ABA  Journal. 


luence  is  the  name  of  the  game.  In  life  and  in  law.  And  lawyers  wield  more  of  that  prized 
fality  than  virtually  any  other  group. 

i  fact,  last  year  our  readers  influenced  the  purchase  of  over  $50  billion  pursuing  their 
1  scale  lifestyles  and  the  improvement  of  their  offices.  They  bought  new  cars.  Expensive 
j itches.  The  best  bourbon.  Plus  computers.  Copiers,  furniture,  Fax  machines  and  hundreds 
lore  of  our  advertisers'  products. 

teach  America's  influentials.  In  the  publication  that  influences  them, 
(rmore  information  call  Susan  M.  Holland,  Associate  Publisher,  at  (312)  988-5993. 


An  Issue  of  Influence 
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Porsche  has  always  ignored  the 
conventional  rules  applied  to  motor  cars. 


In  the  October  16th  issue  of  FORBES, 

we  also  intend  to  ignore  the  conventional 

rules  applied  to  advertising. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

eventy  years  ago  in  Forbes 

■rum  the  issue  of  October  4,  1919) 
Prices  have  really  begun  to  creep 
own.  Foodstuffs  at  wholesale,  the  au- 
horities  inform  us,  have  already  de- 
lined  10%  to  15% .  You  probably  can't 
race  this  on  your  butcher's  or  grocer's 
/eekly  bill,  but  before  long  retailers 
/ill  be  obliged  to  fall  into  step." 

Does  it  strike  you  that  labor  is  riding 
.Dr  a  fall?  Are  you  beginning  to  have 
he  feeling  that  the  radical  union  lead- 
rs  are  going  too  far?  Aren't  their 
wholesale  demands  beginning  to  ex- 
iaust  your  patience?  Don't  you  feel 
nore  and  more  every  day  that  it  is 
bout  time  that  the  public,  the  citizens 
vho  do  not  belong  to  powerful  unions, 
he  rank  and  file  of  householders,  must 
onsider  taking  a  stand  against  further 
xactions  wrung  from  them,  from  us, 
iy  threats  and  by  force?" 

iixty  years  ago 

Worn  the  issue  of  October  1,  1929) 
'News  censorship  and  the  remote- 
less  of  affected  districts  still  make 
he  situation  indefinite,  but  it  appears 
o  be  growing  more  serious.  There  are 
eports  of  almost  constant  fighting 
Jong  the  broad  stretches  of  the  Siberi- 
n-Chinese  frontier.  The  Chinese  Na- 
ionalist  government  is  strangely  qui- 
•t  regarding  the  situation,  and  inter- 
lational  authorities  question  the 
luality  of  Chinese  resistance.  .  .  ." 

'Anti-U.S.  propaganda,  from  the 
standpoint  of  the  foreign  maker  of 
notor  vehicles,  has  reached  vitriolic 
)itterness.  France  is  decrying  the  'in- 
vasion' of  Henry  Ford  and  expressing 
ilarm  at  the  introduction  of  his  high 
vage  system  and  his  well-known 
deas  of  creating  a  market  by  making 
.he  worker  financially  prosperous." 


Detroit's  big  three:  Chrysler's  K.T.  Keller  (left),  GM's  Bill  Knudsen,  Ford's  Ford 


Fifty  years  ago 

(From  the  issue  of  October  1.  1939) 
"If  later  1940-model  automobile  an- 
nouncements carry  price  reductions 
as  did  such  early  birds  as  Packard, 
Hudson,  Willys,  Nash  and  Buick, 
price  increases  later  this  year  or  early 
next  spring  would  not  be  surprising. 
Commodity  and  material  prices  un- 
questionably are  on  the  way  up,  profit- 
per-car  margins  have  continued  to  nar- 
row each  year  for  some  time  and  basic 
justification  for  current  car-price  de- 
clines is  difficult  to  determine." 

"Now  that  war  has  again  been  un- 
leashed, how  will  America's  men  of 
affairs  conduct  themselves?  Will  they 
exercise  self-restraint?  Will  they  re- 
sist temptation  to  grab  undue  profits? 
Will  they  foster  avoidable  inflation? 
Will  they  again  bring  on  their  heads 
public  indignation?  Or  will  they  exer- 
cise business  statesmanship?" 

Twenty-five  years  ago 

(From  the  issue  of  October  1,  1964) 
"When  the  late  President  Kennedy 
himself  asked  for  the  tax  cut  in  his 
State  of  the  Union  Message  last  year, 
he  said:  'This  combined  program,  by 
increasing  the  amount  of  our  national 
income,  will  in  time  result  in  still 
higher   federal   revenues.  .  .  .  '   Many 


argest  US  -built plane  in  1929  was  this four-engined Fokker  F-32 


were  dubious  and  numerous  sarcastic. 
Forbes  was  one  of  the  few  publica- 
tions in  the  business  world  to  support 
with  vigah  this  Presidential  proposal. 
"The  fact  is  that  since  passage  of 
the  tax  cut  the  economy  has  more 
than  met  supporters'  predictions  and 
federal  tax  revenues  are  at  a  record 
level " 

Ten  years  ago 

(From  the  issue  of  October  1,  1979) 
"The  Japanese  are  making  another 
run  at  the  rich  U.S.  market  for  micro- 
wave ovens,  now  dominated  by  Litton 
Industries  and  Raytheon.  They  made 
their  first  try  about  ten  years  ago 
when  their  home  market  was  becom- 
ing saturated  (it  now  is)  and  by  1972 
had  almost  44%  of  U.S.  sales.  But 
because  they  made  Japanese-size  ov- 
ens ('egg-cookers,'  American  rivals 
sneered),  their  share  began  to  slip.  In 
1976  the  Japanese  returned  with  big- 
ger ovens  and  so  far  this  year  have 
captured  a  30%  U.S.  market  share." 

"Baker  and  Bush  certainly  come 
through  as  level-headed  men,  reason- 
able sensemakers  of  ability.  Talking 
with  George  Bush,  it's  plain  that  this 
man  is  most  able,  multiexperienced, 
principled.  He  doesn't  exude  telegenic 
charisma,  it's  true.  Still,  that  didn't 
turn  out  to  be  fatal  for  Jimmy.  It's  nice 
that  among  the  GOP  front-runners 
there  are  no  bummers." 

— Malcolm  Forbes 

"Would  you  believe  inflation  is  about 
to  slow?  You  wouldn't,  not  with  $1.10 
for  a  gallon  of  gasoline,  $340  for  an 
ounce  of  gold  and  13%  charged  for 
bank  loans?  Try  believing,  because, 
yes,  inflation  is  certainly  about  to 
slow  down." 
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It's  them  as  take  advantage 
that  get  advantage  i'  this  world. 
George  Eliot 


There  is  in  the  worst  of 
fortune  the  best  of  chances 
for  a  happy  change. 
Euripides 


Very  few  live  by  choice.  Every 
man  is  placed  in  his  present 
condition  by  causes  which  acted 
without  his  foresight,  and  with 
which  he  did  not  always  willingly 
cooperate;  and  therefore  you 
will  rarely  meet  one  who  does 
not  think  the  lot  of  his 
neighbor  better  than  his  own. 
Samuel  Johnson 


Some  folk  want  their  luck 

buttered. 

Thomas  Hardy 


now  and  then  there  is  a  person 
born  so  unlucky  that  he  runs 
into  accidents  that  started  out 
to  happen  to  somebody  else. 
Don  Marquis 


Be  not  concerned  if  thou  findest 
thyself  in  possession  of  unexpected 
wealth;  Allah  will  provide  an 
unexpected  use  for  it. 
James  J.  Roche 


The  real  world  is  not  easy  to 
live  in.  It  is  rough;  it  is  slippery. 
Without  the  most  clear-eyed 
adjustments  we  fall  and  get 
crushed.  A  man  must  stay  sober; 
not  always,  but  most  of  the  time. 
Clarence  Day 


The  worst  misfortune  that  can 
happen  to  an  ordinary  man  is  to 
have  an  extraordinary  father. 
Austin  O'Malley 


Those  who  condemn  wealth  are 
those  who  have  none  and  sec  no 
chance  of  getting  it. 
William  Penn  Patrick 


Thoughts 

on  the  Business  of  Life 


Backboneless  employees  are 
too  ready  to  attribute  the 
success  of  others  to  "luck. " 
Luck  is  usually  the  fruit  of 
intelligent  application.  T/ye  man 
who  is  intent  on  making  the  most 
of  his  opportunities  is  too 
busy  to  bother  about  luck. 
B.C.  Forbes 


To  get  profit  without  risk, 
experience  without  danger,  and 
reward  without  work,  is  as 
impossible  as  it  is  to  live 
without  being  born. 
A. P.  Gouthev 


One  of  the  funny  things  about 
the  stock  market  is  that 
every  time  one  man  buys, 
another  sells,  and  both  think 
they  are  astute. 
William  Feather 


There  are  many  in  this  old  world 
of  ours  who  hold  that  things  break 
about  even  for  all  of  us.  I  have 
observed  for  example  that  we  all 
get  the  same  amount  of  ice.  The 
rich  get  it  in  the  summertime 
and  the  poor  get  it  in  the  winter. 
Bat  Masterson 


The  urge  to  gamble  is  so  universal 
and  its  practice  so  pleasurable 
that  I  assume  it  must  be  evil. 
Heywood  Broun 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  subnet,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50  per  vol- 
ume if  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts  Price  $18.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave..  New  York, 
N.  Y.  1001 1.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable 


My  own  luck  has  been  curious 
all  my  literary  life;  I  could 
never  tell  a  lie  that  anyone  would 
doubt,  nor  a  truth  that  anyone 
would  believe. 
Mark  Twain 


The  worst  country  to  be  poor  in 
is  America. 
Arnold  Toynbee 


It  is  not  Justice  the  servant 
of  men,  but  accident,  hazard, 
Fortune — the  ally  of  patient 
Time — that  holds  an  even  and 
scrupulous  balance. 
Joseph  Conrad 


A  Text . . . 

The  tongue  no  man 
can  tame;  it  is  an 
unruly  evil,  full  of 
deadly  poison.  Therewith 
we  bless  God,  even  the 
Father;  and  therewith 
curse  we  men,  which  are 
made  after  the  similitude 
of  God.  Out  of  the  same 
mouth  proceedeth  blessing 
and  cursing. 
James  3:8-10 


Sent  in  by  Gordon  R.  Green,  Huntsville, 
Ala.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


There  is  an  ambush  everywhere 
from  the  army  of  accidents; 
therefore  the  rider  of  life 
runs  with  loosened  reins. 
Hafiz 


If  all  misfortunes  were  laid 
in  one  common  heap  whence 
everyone  must  take  an  equal 
portion,  most  people  would  be 
contented  to  take  their  own 
and  depart. 
Socrates 
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Three  keys  and 
a  Triple  A 


We  didn't  arrive  in  America 
without  credentials.  For  more 
than  a  half  century,  before  estab- 
lishing ourselves  on  Nassau 
Street,  we  were  busy  becom- 
ing one  of  the  foremost  banking 
and  financial  institutions  in 
Switzerland  and  the  world.  We 
succeeded.  We  succeeded 
because  of  our  business  exper- 
tise, the  caliber  of  our  people, 
the  trust  of  our  clients  and  our 
faithful  adherence  to  three  key 
business  values.  Values  sym- 
bolized by  the  three  keys  in 
our  corporate  logo— confidence, 
security,  discretion. 


These  three  "keys"— these 
values— have  served,  and  con- 
tinue to  serve,  us  and  our 
clients  well  in  America.  Today, 
our  New  York  Branch  is  a 
leading  lender  among  foreign 
bank  branches  in  the  U.S.  Our 
strength  and  sound  manage- 
ment are  reflected  in  our  AAA 
rating  from  Standard  &  Poor's 
and  our  Aaa  rating  from 
Moody's. 


The  welcome 
sound  of  oppor- 
tunity knocking 

Whenever  or  wherever  busi- 
ness, financial  or  investment 
opportunities  knock,  our  goal 
is  to  help  America  answer- 
intelligently,  expeditiously, 
profitably. 


To  this  end,  Swiss  Bank  Cor- 
poration offers  an  unsurpassed 
array  of  creative  financial  solu- 
tions, products,  services  and 
possibilities.  We  are,  for  example, 
a  major  lender  and  syndicator 
to  American  business,  creating 
innovative  off-balance-sheet 
and  securitization  packages, 
acquisition  and  restructuring 
finance,  as  well  as  all  forms  of 
traditional  bank  loans  and 
commitments. 


We  are  also  leaders  in  help- 
ing American  business  grow. 
Down  on  the  farm,  with  com- 
modity trade  financing.  In 
heartland  USA,  with  project 
financing  for  utilities  and  the 
mining  industry.  We  are  one  of 
the  largest  lenders  to  America's 
insurance  companies.  We  fund 
many  of  Wall  Street's  firms.  And 
we've  become  a  major  force  in 
the  real  estate  lending  area 
that  keeps  America  growing. 


Delivering 
the  world  to 
America's 
doorstep 


Swiss  Bank 
Corporation's 
newest  doors 
in  America 


& 


We  are  a  universal  bank, 
with  assets  of  more  than  100 
billion  dollars,  a  global  network 
of  more  than  21,000  people, 
and  some  300  branches,  sub- 
sidiaries and  representative 
offices  on  five  continents.  As  a 
result,  we  provide  American 
business  with  a  world  view  sec- 
ond to  none.  Our  trade  services, 
correspondent  banking  and 
import/export  financing  capabil- 
ities give  our  U.S.  clients  world- 
wide coverage  and  clout.  And, 
through  our  foreign  exchange, 
money  market,  precious  metals 
and  U.S.  government  securi- 
ties trading,  we  help  build  wealth 
for  both  corporate  America 
and  the  private  investor. 


In  all  of  our  efforts  and  enter- 
prises with  our  American 
business  partners,  strong  and 
sustained  relationships  con- 
tribute to  mutual  success.  Our 
Triple  A  rating  gives  us  the  finan- 
cial power  to  see  our  clients' 
goals  through.  The  experience, 
expertise  and  professionalism 
of  our  people  in  general  man- 
agement, business  adminis- 
tration, personal  consulting, 
economic  research  and  regional 
planning  are  always  available  to 
help  our  clients  meet  the  chal- 
lenges of  their  markets  and  their 
industries— in  any  economic 
climate  and  through  any  eco- 
nomic change. 


i!il    ! 


II 


Celebrating  50  years  of  ser- 
vice and  commitment  to 
America  is  a  proud  and  signifi- 
cant moment  in  any  corpora- 
tion's history.  And  indeed,  our 
pride  at  Swiss  Bank  Corpora- 
tion is  showing.  So  also  is  the 
growing  strength  of  our  capa- 
bility to  continue  to  help  our 
private  clients  and  American 
business  meet  new  challenges 
that  lie  ahead.  And  on  this 
count,  there  is  great  and  real 
cause  for  celebration,  too.  We 
are,  quite  literally,  opening  new 
doors  in  America. 


We  are  getting  ready  for  our 
next  50  years.  To  accommodate 
our  expansion,  we  are  construct- 
ing our  new  36-floor  office  build- 
ing—the Swiss  Bank  Tower— in 
the  heart  of  midtown  Manhattan. 
Our  new  Tower  will  be  home  for 
our  U.S.  Headquarters. 

We  recently  purchased  222 
Broadway— a  27-story  office 
building  in  the  heart  of  the  Wall 
Street  area.  222  will  house  two 
new  trading  rooms  equipped 
with  state-of-the-art  capabilities, 
including  sophisticated  analyt- 
ics, satellite  communications 
and  networked  data  process- 
ing undreamed  of  in  1939. 


Fifty  years  of  opening  doors 
for  American  business . . .  it's  a 
lot  to  be  proud  of,  as  we  help 
prepare  America  for  50  more 
years  of  opportunity  realized, 
of  business  earned. 


Swiss  Bank 
Corporation 

New  York.  Atlanla.  Chicago  Dallas.  Houston 
Los  Angeles.  Miami.  San  Francisco 
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OPEN  THE  HOOD  OF  YOUR  CAR. 
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PEOPLE  WHO  DESIGNED  IT. 


It  will  tell  you  whether  they  were  limited  by  cost  constraints  ai 
timetables,  or  only  by  their  imaginations.  It  will  tell  you  whether  tl 
are  simply  content  with  compromise,  or  resolute  about  perfection 
people  who  are  passionate  about  spending  months  just  to  perfect] 
single  component.  Looking  carefully  at  the  engine  of  your  car  is  th« 


1989  BMW  of  North  America.  Inr  The  BMW  trademark  and  logo  are  registered 


st  way  to  distinguish  advanced  engineering  from  organized  chaos, 
id  there  is  no  finer  example  of  the  former  than  the  296 -horsepower, 
el-injected  12 -cylinder  power  plant  inside  the  BMW  750iL. 
ter  all,  if  there's  no  rhyme  or  reason  to  the  engine, what  can 
u  expect  from  the  rest  of  the  car?  THE  ultimate  DRIVING  machine. 
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Hey,  how  about  me? 

So  eager  to  "expose"  defense  overruns,  greed  on  Wall  Street  and 
even  remote  conflicts  of  interest,  the  U.S.  media  have  been 
incredibly  lax  in  covering  what  may  be  one  of  the  worst  scan- 
dals of  our  time:  the  litigation  conspiracy.  A  small  group  of 
lawyers,  working  through  sympathetic  judges  and  pliable  legis- 
lators, have  created  a  system  that  milks  the  American  people  for 
tens  of  billions  of  dollars  a  year.  "The  plaintiff  attorneys'  great 
honey  rush,"  written  by  Peter  Brimelow  teamed  with  reporter 
Leshe  Spencer,  gets  to  the  heart  of  this  conspiracy  (p.  197). 

In  a  separate  but  related  project  for  this  issue  (p.  212),  Deirdre 
Fanning  led  a  team  to  identify  the  highest-paid  lawyers  in  the 
U.S.  She  found  that  they  rank  with  top  Wall  Streeters  and  top 
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entertainers  in  pay  and  way  above  most  corporate  types.  Some 
of  the  big  winners  objected  to  the  project:  "This  will  look  bad  for 
me  in  the  state  legislature,"  complained  one  rich  Florida  lawyer 
noted  for  his  success  in  lobbying  for  laws  that  benefit  plaintiffs' 
attorneys. 

How  do  you  find  out  what  lawyers  make?  Unlike  executives 
of  public  corporations,  they  are  not  required  by  law  to  tell 
anyone.  Leslie  Spencer  and  Lisa  Scheer  spent  weeks  combing 
through  news  clippings  and  databases  and  talked  with  trial 
lawyers  all  over  the  U.S.  Diana  Fong,  Evan  McGlinn,  Zina 
Sawaya  and  Katherine  Weisman  did  the  same  for  corporate 
lawyers.  Deirdre  Fanning,  who  edits  our  regular  "On  the  Dock- 
et" besides  directing  the  lawyers  project,  says:  "It  was  incredi- 
bly frustrating  at  first;  often  we  had  no  idea  how  much  someone 
earned  and  it  took  hours  of  cajoling,  pleading,  baiting  and 
sometimes  even  bullying  to  get  people  to  give  us  estimates."  If 
the  numbers  Fanning  and  the  team  came  up  with  might  not 
withstand  a  strict  irs  audit,  they  are  certainly  in  the  ballpark. 

Fanning:  "After  all  the  dogged  reporting  we  knew  we  were 
doing  something  right  when,  dunng  our  very  last  week  of 
reporting,  we  began  to  get  calls  from  lawyers  complaining  they 
weren't  on  the  list.  'How  could  you  put  him  on  and  not  me?' 
whined  one  New  York  lawyer,  referring  to  one  of  his  partners." 

There  were  lots  of  frustrations  in  the  lawyers  project,  but  also 
lots  of  laughs,  for,  as  Fanning  says,  many  trial  lawyers  would 
have  made  great  actors  or  theatrical  directors.  Take  Ernest 
Cannon.  In  one  case,  Cannon  sat  a  6-year-old  plaintiff  on  the 
judge's  lap  while  she  delivered  her  closing  testimony.  By  such 
emotional  manipulation  are  great  cases  won. 


C/  Editor 
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Follow-Through 


Edited  by  Kerry  Hannon 


Tax  fight 
brewing 

Aug  21,  1989 


Have  Senator  Lloyd  Bentsen  and 
Treasury  Secretary  Nicholas  Bra- 
dy been  reading  Forbes?  It  sure  looks 
that  way. 

In  a  recent  cover  story  addressing 
the  country's  dangerously  low  rate  of 
savings,  we  predicted  that  the  Bush 
Administration  would  push  through 
some  kind  of  cut  in  capital  gains  tax- 
es. We  also  reported  the  Administra- 
tion wanted  to  restore  tax  deferments 
on  Individual  Retirement  Accounts. 

Shortly  thereafter,  Brady  outlined 
the  Bush  Administration's  proposed 
tax  incentives,  which  not  only  includ- 
ed a  reduction  of  capital  gains  taxes 
but  also  suggested  a  restoration  of  ira 
deferments  as  a  savings  incentive. 

The  outlook  for  these  proposals  was 
bright  on  Sept.  14  when  the  House 
Ways  &  Means  Committee  approved 
a  measure  that  will  cut  the  capital 
gains  tax,  lowering  the  top  rate  from 
33%  to  19.6%  for  the  next  two  years. 

Bentsen,  however,  doesn't  want 
capital  gains  cuts  and  ira  deferments 
to  be  implemented  in  tandem.  He 
wants  one  and  not  the  other.  As  chair- 
man of  the  Senate  Finance  Commit 
tee,  Bentsen  said  he  favored  an  ex- 
panded ira  deferment  instead  of  the 
capital  gains  cut.  But  as  the  Ways  & 
Means  Committee  vote  showed,  the 
Democrats  are  divided  on  tins  one. 


Confessions 
of  a 

convenience 
man 

Nov   I,  1986 
Kiri  Eller 


FIORBES  got  blindsided  down  at  the 
Circle  K  convenience  store. 
When    we    profiled    the    Phoenix, 
Ariz. -based  chain  three  years  ago,  its 
recipe  tor  success  seemed  simple.  Of- 
fer one-stop  shopping:  groceries,  fast 


food,  gasoline  and  bank  services. 
Then  just  sit  back  and  listen  to  the 
sweet  ring  of  the  cash  register  as  con- 
sumers, happy  to  save  time,  ignored 
the  high  markups.  A  loaf  of  bread,  for 
example,  cost  89  cents  at  Circle  K, 
versus  55  cents  at  a  supermarket.  Be- 
tween 1983  and  1986,  the  chain  had 
nearly  tripled  its  stores,  to  3,435,  and 
sales  were  running  at  a  robust  $2.1 
billion. 

Unfortunately,  the  chain  grew  too 
fast.  Circle  K  Chairman  Karl  Eller  also 
ran  into  fierce  competition  from  the 
big  oil  companies,  which  have  been 
rapidly  opening  their  own  conve- 
nience stores.  Sensing  the  end  of  a 
good  thing,  Eller  (who  is  brutally  pro- 
filed by  former  Gannett  Co.  chairman 
Allen  Neuharth  in  his  new  book,  Con- 
fessions of  an  SOB.)  tried  to  sell  the 
company  earlier  this  year.  But  no  buy- 
ers materialized. 

Last  month  the  debt-laden  retailer 
announced  that  its  earnings  fell  62% 
in  the  quarter  ended  July  31,  to  about 
$7  million.  The  sharp  drop  put  Circle 
K.  in  violation  of  a  loan  covenant  with 
its  bank  and  sent  the  company's  New 
York  Stock  Exchange  shares  tumbling 
by  over  $2  a  share,  to  $7.75  a  share. 
Circle  K  also  suspended  its  7-cent 
quarterly  dividend. 


Drug  abuse 

tune  26,1989 


Mylan  shareholders  aren't  com- 
plaining. When  we  first  talked  to 
McKnight,  Mylan's  stock  was  be- 
sieged by  short-sellers  and  trading  at 
about  10.  It  has  since  moved  up  to 
about  15.  Why?  First  of  all,  the  fda 
approved  the  manufacture  of  addi- 
tional drugs  at  Mylan's  plant  in  Puer- 
to Rico.  Second,  Mylan  owns  50%  of  a 
company  that  received  fda  approval 
to  market  a  promising  drug  for  Par- 
kinson's disease.  Then,  too,  there's  a 
perception  that  Mylan  will  be  un- 
touched by  the  generic  drug  scandal. 
Crows  McKnight:  "I  love  it  when  the 
shorts  get  trapped." — Janet  Novack 


Know  when 
to  fold  them 

Sept  7,  1987 
James  Todd 


A  lot  has  gone  right  for  generic  drug 
maker  Mylan  Laboratories  Inc. — 
and  wrong  for  its  competitors — since 
Forbes  wrote  about  how  gutsy  Mylan 
uncovered  corruption  in  the  Food  & 
Drug  Administration. 

Mylan  sparked  investigations  by  a 
U.S.  Attorney,  a  House  subcommit- 
tee, the  Department  of  Health  &  Hu- 
man Services  and  the  fda  itself.  These 
continuing  investigations  have  found 
that  some  generic  firms  not  only  paid 
off  fda  employees  but  also  faked  test 
results.  Three  Mylan  competitors 
have  pulled  generic  drugs  from  the 
market.  Says  Mylan  Chairman  Roy 
McKnight:  "We  haven't  had  too  many 
people  in  the  industry  thank  us." 


Birmingham  Steel  is  one  company 
that  knows  when  to  hold  them 
and  knows  when  to  fold  them. 

Back  in  1987  Forbes  saw  a  rosy 
future  for  Birmingham  Steel.  We  ap- 
plauded President  James  Todd's  for- 
mula— buy  old  mills  cheap,  make  the 
workers  sweat  and  pay  top  dollar  for 
that  sweat.  It  worked.  Earnings  more 
than  tripled  to  $39  million  over  two 
years,  while  revenues  jumped  from 
$218  million  to  $443  million. 

Now  Todd  figures  it's  time  to  cash 
in  on  his  hard  work.  "We  started  this 
company  in  1984  with  $4  million  of 
equity,"  he  says.  "We'll  sell  it  essen- 
tially for  $400  million  five  years  la- 
ter." So  Birmingham,  a  mini  mill,  is 
being  sold  to  a  subsidiary  of  privately 
held  Birmingham,  Ala. -based  Harbert 
Corp.  at  $30  a  share  in  cash,  or  just 
under  10  times  last  year's  earnings, 
barring  a  better  offer. 

The  steel  company's  shares  have 
hung  around  the  20s  in  recent  years, 
and  a  break  out  of  that  trading  range 
didn't  seem  imminent  to  the  board. 
Says  Todd:  "People  who  paid  $29.75 
aren't  going  to  be  very  happy,  but  the 
$30  is  fair." 

Under  the  new  arrangement,  Bir- 
mingham's managers  will  still  own 
20%  of  the  company.  So  Todd  and  his 
crew  won't  stop  playing. — Jerry  Flint 
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is  children  we  dreamed  of  flying, 
iow  we  live  the  dream. 


Dedication.  Enthusi- 
asm. Training.  That's 
what  it  takes  to 
work  for  Northwest. 
We  pride  ourselves 
in  having  the  best.  In  every- 
thing we  do,  our  employees 
are  setting  new  standards  of 
speed  and  efficiency.  And  it's 
paying  off.  We're  doing  better 
than  ever  at  getting  you 
where  you're  going,  on  time. 
So  if  you  haven't  flown  with 
us  lately,  you  should.  We're 
making  your  dreams  come 
true.  For  reservations,  call 
your  travel  agent  or  Northwest 
at  1-800-225-2525. 


® 


ORTHWEST  AIRLINES 


It's  Not  A  Famj 


At  Mazda,  we  believe  a  family  car 
should  be  more  like  one  of  the  family 
than  just  mere  transportation. 

That's  why  we  designed  our  626  to 

CRADLE  YOUR  FAMILY  IN  COMFORT.  It  HAS 
AMPLE  ROOM  FOR  FIVE,  PLUS  AN  INTERIOR 
THAT  INVITES  YOU  TO  COME  IN  AND  RELAX. 


And  because  the  advanced,  f 
injected  2.2-litre  engine  and  superb 
balanced  suspension  give  you  excep 
tional  power  and  control,  you'li 
feel  a  new  sense  of  confidence  on  t 


ROAD.  A  SENSE  OF  CONFIDENCE  YOU'LI 
APPRECIATE,  ESPECIALLY  WHEN  YOu'R 


ar.  It's  Family. 


^m 


A?, 


)  1989  Mazda  Motor  of  America,  Inc. 


Drying  precious  cargo—  like  children. 
All  this  is  the  result  of  "Kansei 

INEERING,"  WHICH  IS  THE  MaZDA  DESIGN 

cept  based  on  human  feelings.  a 
icept  best  appreciated  by  spending 
e  time  in  this  unique  family  sedan. 
Come  see  the  Mazda  626.  Better 


YET,  BRING  THE  WHOLE  FAMILY.  THAT  WAY, 
they'll  THINK  THEY  HAD  A  PART  IN  YOUR 

decision.  For  more  information  call 
this  toll-free  number:  1-800-424-0202. 


It  Just  Feels  Right: 


Forbes  Informer 


Edited  by  Eric  Schmuckler 


Going,  going,  gone 


Napoleon  Is  wallet 


W'anna  buy  Napoleon's  wallet? 
Yours  for  as  little  as  $1,500.  This 
oddity  and  some  300  other  art  and 
antique  items  go  under  the  gavel  this 
month  in  a  Chicago  auction  of  the 
William  J.  Stoecker  collection. 

You  remember  Bill,  the  32-year-old 
former  welder  who  built  an  industrial 
empire  called  Grabill  Corp.  and  lived 
on  a  lavish  scale.  Grabill  collapsed 
last  spring  after  Forbes  questioned  its 
.accounting  (Oct.  31,  1988)  and  credi- 
tors forced  it  into  bankruptcy. 
Stoecker  is  also  facing  five  counts  of 
federal  bankruptcy  fraud,  including 
one  charge  that  he  hid  assets  from  the 
bankruptcy  trustee  in  his  maid's  bank 
account. 

Meanwhile,  the  trustee  is  liquidat- 
ing the  pricey  toys  and  trappings  that 
Stoecker  flaunted  to  impress  visiting 
bankers.  Among  them  are  a  $130,000 
Mercedes  limousine;  a  Rossetti  wa- 
tercolor  (valued  at  about  $60,000);  a 
Gainsborough  landscape  ($50,000);  a 
17th-century  French  world  atlas 
($8,000);  and  a  grandfather  clock  with 
a  label  engraved  by  Paul  Revere 
($50,000).  "These  are  tasteful  things," 
says  auctioneer  Leslie  Hindman.  "It's 
not  like  he  collected  tacky  nudes." 

Estimates  are  that  all  the  objets 
d'art    Stoecker   collected   will    fetch 
$1.9    million.    Typically,    Stoecker's 
own       financial       statement 
placed  the  value  a  tad  higher: 
$13.7  million.— Ralph  King  Jr. 

Lights  out 

Catahna  Lighting,  a  Miami- 
based  importer  of  decora- 
tive lighting  fixtures,  has  seen  ¥ 
sales  and  per-share  earnings 
practically  double  in  the  latest 
12  months,  to  $46  million  and 


57  cents,  respectively.  From  a  May 
1988  offering  price  of  $3.50,  the 
stock  crossed  15  earlier  this  year 
and  now  trades  at  12%.  Still,  short 
interest  totals  nearly  10%  of  the 
company's  4.5  million  Amex 
shares. 
For  an  explanation,  look  no 
further  than  the  balance  sheet. 
Inventories  ballooned  in  the 
most  recent  quarter,  nearly 
doubling  to  $24  million.  For- 
mer chairman  and  chief  execu- 
tive David  Moss,  a  beefy  fel- 
low who  likes  gold  chains,  had  been 
buying  fixtures  heavily,  mainly  Tai- 
wanese ones,  exhausting  most  of  the 
$8.7  million  raised  in  a  secondary  of- 
fering this  past  spring  that  was  sup- 
posed to  repay  short-term  debt.  Now, 
sources  say  Catalina  is  desperately 
trying  to  unload  the  fruits  of  this 
binge.  That  won't  be  easy,  since  Moss' 
modus  operandi  was  to  buy  low-end 
goods  and  sell  at  cut-rate  prices.  Moss 
was  ousted  by  the  board  in  August. 

Worst  of  all,  Catalina  has  lost  its 
biggest  customer,  the  Kent,  Wash.- 
based  Pay  N  Pak  discount  chain, 
which  provided  27%  of  sales  last  year. 
Margins  are  already  being  squeezed  by 
a  rise  in  the  Taiwan  dollar.  No  one  is 
predicting  bankruptcy  for  Catalina. 
But  with  everything  going  wrong  at 
once,  shareholders  may  soon  learn  the 
lesson  that  the  flamboyant  Moss  once 
had  emblazoned  on  his  48-foot  yacht: 
"Poverty  Sucks." 

Hi,  pal 

Hollywood's  latest  Australian  in- 
vader, Qintex  Chairman  Christo- 
pher Skase  (Forbes,  Oct  2),  figured 
he'd  all  but  locked  up  his  $1  billion 
deal  to  buy  mgm/ua  last  month  for 
$20  a  share.  Then  he  got  an  after- 
dinner  phone  call  in  Paris  informing 
him  that  News  America's  Rupert 
Murdoch  was  trying  to  take  the  deal 


David  Burnett  'Contact 


Liurj  Cornell 


/ 


Rupert  Murdoch  enjoying  a  spot  of  tea 
With  friends  like  this. 

away  with  a  surprise,  last-minute, 
$23.65-a-share  bid. 

Skase  blinked,  scrounged  up  anoth- 
er $5  a  share  and  closed  the  deal.  But 
why  were  he  and  the  Wall  Street  types 
involved  shocked  at  Murdoch's  late 
entry?  Just  six  months  earlier,  Skase 
and  Murdoch  had  played  out  the  same 
scenario,  when  Skase  beat  out  his  fel- 
low Aussie's  bid  for  mgm/ua  by  a 
scant  20  cents  a  share. 

When  the  smoke  cleared  on  that 
earlier  deal,  Murdoch,  ever  the  gentle- 
man, threw  Skase  a  fancy  party  to 
show  there  were  no  hard  feelings.  On 
May  17,  Murdoch  hosted  a  bash  for 
the  fellow  Australian  at  his  Beverly 
Hills  mansion — former  home  of  mca 
founder  Jules  Stein — officially  wel- 
coming Skase  to  Tinseltown.  Every- 
body who's  anybody  was  there: 
Warner  Brothers'  Terry  Semel,  super- 
agent  Michael  Ovitz,  powerhouse  at- 
torney Ken  Ziffren,  and  so  on. 

Were  Hollywoodites  surprised  Mur- 
doch would  throw  a  party  for  Skase  in 
the  spr'ng — and  try  to  swipe  the  deal  a 
few  months  later?  Nope.  As  one  at- 
*  tendee  put  it,  "Friendship  is 

fine,    but    business    is    busi- 

»         ness." — Lisa  Gubernick 

Blind  'em  and 
rob  'em,  the  sequel 

Old    scamsters    never    die. 
They  just  move  to  a  new 
penny  stock  firm. 
Now      that      Denver-based 
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Blinder,  Robinson  is  on  the  well-pub- 
licized skids,  a  number  of  the  firm's 
peddlers  have  recently  begun  jumping 
crosstown  to  the  white-shoe-sound- 
ing firm  of  Chatfield  Dean  &  Co. 
Who's  leading  the  charge?  One  Sandy 
Greenberg,  a  young  man  partial  to 
Rolls-Royces  and  Rolex  watches,  and 
formerly  one  of  Blinder's  top  produc- 
ers. Sources  say  Greenberg  used  to 
pull  down  nearly  half  a  million  a  year 
pushing  penny  junk  on  naive  inves- 
tors. He  left  Blinder  several  months 
ago,  some  speculate,  because  the  heat 
on  Blinder  was  crimping  his  business. 
Regardless  of  where  the  Sandy 
Greenbergs  of  the  world  end  up,  sell- 
ing penny  stocks  is  getting  tougher.  In 
August  the  sec  adopted  a  new  rule 
requiring  stockbrokers  to  get  their 
new  customers'  agreement  in  writing 
when  they  sell  a  low-priced  stock. 
Not  exactly  a  crackdown,  but  at  least 
it  will  prevent  some  of  the  strong-arm 
telephone  tactics  so  beloved  by  these 
operators. — Gretchen  Morgenson 

Coke  capped 

Atlanta's  leading  corporate  citizen, 
iCoca-Cola  Co.,  is  building  a  $10 
million  museum  to  celebrate  its  own 
history.  It  will  be  next  to  Under- 
ground Atlanta,  the  Rouse  Co.'s  popu- 
lar, multilevel  shopping  and  enter- 
tainment complex.  As  a  condition,  ac- 
cording to  an  article  in  the  Atlanta 
Business  Chronicle,  Coke  wanted 
Rouse  to  forbid  Underground  tenants 
from  selling  anyone  else's  soft  drinks. 


Rouse,  which  had  a  run-in  with  the 
feds  in  the  1970s  over  restrictive  leas- 
ing provisions,  feared  Coke's  demand 
might  involve  an  antitrust  violation. 
A  happy  compromise  was  finally 
reached:  Rouse  agreed  to  a  "good  faith 
effort"  to  assure  that  soda  sellers  carry 
Coke  products.  And  Coke  agreed  to 
build  its  museum  even  with  rival 
products  available  next  door. 


Before  you  consider 

spending  millions  flying  your  guests 

to  a  party  in  Morocco, 

consider  Bridgewaters. 


The  exceptional  setting  for  a  memorable  party. 

For  an  intimate  affair  or  gala  event,  it's  Bridgewaters  and  Museum  Club  at  Bridgewaters. 

Call  (212)  608-8823  or  (800)  852-3690. 


New  York  City 


There's  one  news  analysis  program  considered  "can't  miss"  by  Washington  officials. 
The  McLaughlin  Group. 

Among  its  chief  assets  are  the  wit  and  intellect  of  John  McLaughlin,  Eleanor  Clift, 
Fred  Barnes,  Morton  Kondracke,  Pat  Buchanan  andjack  Germond. 

They  provide  insightful,  often  prescient,  political  commentary  on  the  most  up-to- 
the-minute  developments.  Often  with  heated  exchanges. 

So  tune  in  to  The  McLaughlin  Group.  It's  comprehensive,  contentious  and. . . 
contagious. 

Made  possible  by  a  grant  from  GE. 

the  Mclaughlin  group 

Check  your  local  listing  for  station  and  time 


We  bring  good  things  to  life. 
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Select  Top 
Performance 

Twentieth  Century  Select  Investors 
is  ranked  #3  of  363  mutual  funds  in 
the  country  rated  by  Lipper  Analytical 
Services  for  the  15-year  period  ending 
June  30, 1989.  For  more  information 
about  Twentieth  Century's  12  no-load 
mutual  funds,  including  charges  and 
expenses,  write  or  call  toll-free  for  an 
information  kit  and  prospectus. 
Please  read  the  prospectus  carefully 
before  investing. 

Call  toll-free: 
1-800-345-2021 


■ 


P.O.  Box  419200.  Kansas  City,  MO  64141-6200 

Past  performance  does  not  guarantee 
future  results. 


No-Load  Mutual  Funds 


»> 


Forbes  Subscriber  Service 

60  Fifth  Avenue- 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 

notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine 

New  Subscription.  To  order  Forbes,  till  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer  n  I  ycai 
$48  rj  .}  years  S°6  | the  equivalent  of 
one  year  tree!  Canadian  orders,  I  year 
$77C  I  ve.iis  S172C.  Orders  fox  other 
countries  add  SS7  a  year  to  U.S.  rate 
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Readers  Say 


Vive  la  difference! 

Sir:  I  don't  know  whether  you  know 
Austria  and  Albania  or  whether  you 
can  tell  the  difference  ("Watch  on  the 
Danube,"  Sept.  4).  Yes,  Austria  is  a 
small  country,  but  is  this  reason 
enough  to  put  a  Western,  democratic 
and  neutral  country  like  Austria  into 
the  same  bracket  as  Albania?  Not  to 
speak  of  the  economic  performance 
Austria  has  shown  in  the  last  years. 
Obviously  your  research  is  some  70 
years  behind. 
— Herbert  Kaspar 
Vienna.  Austria 


No  MSG,  please 

Sir:  Re  "We  have  our  eyes  open"  (Sept. 
4)  concerning  the  Ajinomoto  Co.  and 
its  expansion  into  the  U.S.  market. 
We  have  our  eyes  open  too  and  were 
amazed  at  what  we  read.  When  dis- 
missing the  health  concerns  about 
monosodium  glutamate,  Mr.  Toba  in- 
dicates that  this  is  a  problem  to  be 
solved  by  more  "p.r."  Monosodium 
glutamate   sensitivity   is   not   a   p.r. 
problem,  but  a  serious  health  concern 
for  many  people.  The  Ajinomoto  Co. 
would  do  better  if  it  spent  its  p.r. 
money  reviewing  the  health  concerns 
of  the  American  consumer. 
— Kathleen  Schwartz 
Publisher 
Health  Press 
Santa  Fe,  NM 


Who  owns  whom? 

Sir:  You  stated  the  federal  govern- 
ment does  not  have  information  on 
how  much  of  the  U.S.  foreigners  own 
(Fact  and  Comment,  July  W)  The  Bu- 
reau of  Economic  Analysis  (bea)  of  the 
U.S.  Department  of  Commerce  col- 
lects data  that  cover  all  U.S.  compa- 
nies owned  10%  or  more,  directly  or 
indirectly,  by  a  foreign  person. 

The  data  arc  available  from  the  bea, 
as  long  as  the  data  for  an  individual 
company  are  not  disclosed. 

Several  bills  on  foreign  direct  in- 
vestment currently  being  considered 
would  mandate  registration  and  dis- 
closure. The  Bush  Administration 
strongly  opposes  these  bills.  They 
will  produce  no  useful  information 
not  already  collected  by  bea.  Second- 
ly, by  allowing  access  by  many  differ- 
ent groups  to  data  for  individual  for- 


eign investors,  these  bills  would  dis- 
criminate against,  and  discourage, 
foreign  investment.  Finally,  the  bills 
would  damage  our  statistical  system, 
which  relies  on  the  anonymity  of  re- 
porters to  assure  firms  that  the  infor- 
mation they  supply  will  not  be  used 
against  them  by  the  government, 
their  business  competitors  or  the  gen- 
eral public. 
— Michael  R.  Darby 
Under  Secretary  for 

Economic  Affairs 
U.S.  Department 

of  Commerce 
Washington,  DC. 


Bully! 

Sir:  Thank  you  for  the  article  on  your 
motorcycle  touring  trips,  "Tapas, 
bulls  and  kings"  (Aug.  7).  I  started 
touring  by  motorcycle  at  the  age  of  35. 
My  mother  thought  this  was  irrespon- 
sible. You  have  shown  her  that  motor- 
cycles are  also  ridden  by  responsible, 
successful  people. 
— -James  W.  Evans 
Gardena,  Calif. 

Sir:  "Tapas,  bulls  and  kings"  is  gar- 
bage— you  never  see  that  stuff  in  Busi- 
ness Week.  Cancel  my  subscription. 
—Michael  R.  Drayne 
Washington,  DC. 


Corporate  insurance 

Sir:  Re  "A  price  on  your  head"  (Sept. 
4).  If  you  have  better  solutions  than 
corporate-owned  life  insurance,  let's 
see  them!  Forbes  and  the  incompe- 
tent assistant  treasurer  of  Du  Pont 
are    evidently    not    considering    the 
long-term  problems  of  how  to  take 
care    of    the    postretirement    health 
benefits     promised    by     companies. 
The  dumb  can  be  educated,  but  stu- 
pid is  forever. 
— Larry  J.  Foster 
Clxiirman  of  the  Board 
luster  Financial  Group 
Da/las.  Tex, 

Sir:  You  err  when  you  say  Congress 
"barred  companies  from  deducting  in- 
terest on  more  than  $50,000  (face  val- 
ue) on  insurance  per  insured  person." 
The  $50,000  refers  to  the  loan 
amount,  not  face  amount. 
—Randall  A.  Pratt 
Honolulu.  Hawaii 
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End  of  the  world 

Sir:  Re  Fact  and  Comment  (Sept.  4). 
"If  all  maidens  stayed  maidens 
soon  there'd  be  nobody  left." 

My  observation: 
"If  all  maidens  stayed  maidens 
who  would  want  to  be  left?" 
— Dwight  Woodward 
Cyril,  Okla. 


Us  and  them 

Sir:  Re  your  Fact  and  Comment  on 
Arco's  sale  of  its  solar  energy  business 
to  Siemens  (Sept.  4).  On  bebalf  of  our 
30,000  employees  at  50  manufactur- 
ing sites  and  more  than  450  locations 
nationwide,  I  must  respond.  You  im- 
ply an  "us  versus  them"  mindset 
about  a  subsidiary  of  a  foreign-based 
company.  Siemens  is  a  global  compa- 
ny at  home  in  America.  Consider: 

•  Sales  for  our  U.S.  operations  are  pro- 
jected to  be  $3.5  billion,  with  exports 
from  the  U.S.  at  half  a  billion  dollars. 

•  The  U.S.  is  worldwide  headquarters 
for  several  of  our  businesses. 

•  Siemens  has  committed  more  than 
$1  billion  in  capital  outlays  and  in 
excess  of  $200  million  in  r&d  over  the 
next  couple  of  years.  A  major  share  is 
focused  on  the  Detroit-headquartered 
Siemens  Automotive  Electronics. 

Siemens  believes  in  investment  and 
long-term  commitment.  This  same 
philosophy  also  would  be  applied  to 
Arco  Solar. 
— Hans  W.  Decker 
President 
Siemens  Corp. 
New  York,  N.Y. 


FDA  bashing 

Sir:  We  are  going  through  another  cy- 
cle of  bashing  the  fda  (Fact  and  Com- 
ment II,  Aug.  21).  It  is  a  replay  of  the 
verbiage  on  "drug  lag"  of  15  years  ago. 
The  agency  has  great  responsibilities 
for  foods  and  drugs,  yet  is  understaffed 
and  underpaid. 
— M.J.  Schiffrin 
President 

Wharry  Research  Association 
Port  St.  Lucie,  Fla. 

Sir:  You  are  "dead  wrong"  about  pa- 
tients getting  a  placebo.  The  only  way 
to  determine  drug  efficacy  is  in  a  con- 
trolled, double-blind  study  of  ade- 
quate size  to  yield  statistically  signifi- 
cant results.  It  would  be  "immoral"  to 
eliminate  this  procedure  and  let  inef- 
fective drugs  on  the  market. 
— Thomas  R.  Ittelson 
Cambridge,  Mass. 
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The  ultimate  in  luxury,  image  and  elegance— 5"  attache 
from  our  exclusive  Embassy  Collection,  totally  hand- 
constructed  in  natural  Belting  Leather.  $970. 

Crouch  &  Fitzserald 

400  Madison  Avenue  at  48  St.,  New  York,  NY  10017.  212-755-5888. 
Outside  N.YC.  call  1-800-6-CROUCH. 
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THAT'S  WHY  WE  CAN  OFFER 
A  GREAT  RATE  ON  A  CADILLAC. 

When  we,  the  employee-owners 
of  Avis,  Inc.,  say,  "We're  trying 
harder  than  ever,"  we  have  to  prove 
it.  Over  and  over.  Because  we  knov 
that  our  success  depends  on  your 
satisfaction. 

That  means  giving  you  the  com 

petitive  rates  and  well-maintaine< 

GM  cars  that  make  you  come  to  j 

Avis  in  the  first  place.  Plus  all 

those  important  services  that 

keep  you  coming  back.  Like  Avis 

for  fast  check-outs.  And 

ig  Rapid  Return™  for  ever. 

check-ins. 

For  more  proof,  cal, 
us  at  1-800-331-1212  o 
your  travel  consultant  about 
our  special  Cadillac  rate.  Talk 
to  an  owner  and  discover  how 
we  make  Avis  work  for  you. 
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Sedan  de  Ville.     <  1989  Wizard  Co..  Inc 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


SINCE  AN  OUTER  SPACE  NUCLEAR  REACTOR 

is  unlikely  to  get  off  the  ground  for  reasons  that  com- 
pound daily,  why  keep  appropriating  Smultimillions  for  it? 


THE  BLIND  MICE  STILL 

Our  cookie-cutter  leftlibs  and  peer-group-conforming, 
unintelligent  intellectuals  remain  blithely  blind  to  the 
epochal  world  impact  of  the  Reagan  Administration's 
proof  that  fewer  taxes  and  less  government  mean  greater 
economic  growth  and  freer  people. 

The  most  socialistic  countries  of  Western  Europe  are 
joining  the  Iron  Curtain  lands  in  hastening  to  embrace 
what  was  preached  and  practiced  in  the  United  States 
during  the  Reagan  Years. 

Nation  after  nation  is  discovering  that  reducing  taxes 
almost  overnight  revitalizes  its  economy  and  increases  the 
state's  tax  take  at  the  same  time.  Governments  are  discov- 
ering that  the  quicker,  sooner,  deeper  they  slash  bureau- 


DON'T  SEE  THE  LIGHT 

cratic  red  tape  the  quicker  the  adrenaline  of  entrepreneur- 
ship  brings  ossifying  economies  back  to  life. 

Russia  and  China  are  clumsily  trying  to  unshackle  their 
Red-taped  bureaucracy's  clamps  on  their  moribund  econo- 
mies. They're  striving  to  breathe  a  bit  of  unaccustomed 
entrepreneurship  into  their  bogged-down  enterprises. 
They're  desperately  trying  to  figure  out  how  to  motivate 
their  people  to  produce  by  letting  them  keep  a  bit  more  of 
what  they  make.  In  short,  the  Leftlands  are  in  full-cry 
pursuit  of  lessons  from  the  Reagan  manual. 

At  home,  Ronald  Reagan  is  wryly  amused  to  see  that  his 
own  critics  and  traducers  still  haven't  seen  the  light,  still 
don't  get  the  point. 


A  STUNNING  DRUG  BLOW  THAT  I  GUESS  CAN'T  BE  STRUCK 


In  Mort  Zuckerman's  growingly  impactful  and  gutsy 
U.S.  News  &  World  Report  there  was  this  comment  in 
connection  with  its  powerful  and  embracing  coverage  of 
the  drug  problem: 

"There  are  fewer  qualms  in  the  intelligence  com- 
munity and  Congress  about  taking  direct  action 
against  drug  dealers.  Bush  needs  no  permission  from 
the  government  of  Panama  to  act  there;  the  U.S.  does 
not  recognize  its  authority.  Grabbing  Pablo  Escobar 
[Colombian  indicted  leader  of  the  Medellin  drug 


cartel  now  in  hiding  in  Panama]  would  deeply  em- 
barrass Noriega  and  send  a  powerful  signal  to  Latin 
nations  at  war  with  the  traffickers.  Getting  Escobar 
and  Noriega  would  be  best  of  all,  however.  For  Bush, 
the  temptation  is  probably  growing." 

There  are  doubtlessly  countless,  compelling  reasons 
why  it  can't  be  done. 

But  what  an  incredibly  inspiring  victory  it  would  be  in 
the  war  against  drugs,  the  wickedest  assault  on  human 
beings  since  Hitler. 


IN  THE  NEW  ECONOMIC  SUPERPOWER  COMPETITION 

among  the  Common  Market,  the  U.S.  and  Japan,  it's  going  sia  and  China,  "Why  not  settle  that  matter  by  leaving  it 

to  be  easy  to  turn  differences  into  confrontations.  unsettled?" 

Bringing  to  a  boil  crises  for  which  no  solutions  are  in  In  other  words,  put  some  burning  matters  on  the  back 

sight  seldom  makes  sense.  burner.  For  as  long  as  it  suits  both  parties,  don't  inflame 

As  one  negotiator  said  about  a  particularly  hot  issue  what's  flammable  between  'em. 

while  working  out  other  multiple  conflicts  between  Rus-  That's  what's  called  Wisdom. 
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AND  NOW,  OUR  24  ABOUT  THAT  $2  MILLION  BIRTHDAY  BASH 


Most  every  pontificating  pundit  of  tv  and  print  has 
sounded  off — often  at  length— about  the  70th  birthday 
party  our  five  children  hosted  for  me  in  Morocco.  With  a 
few  exceptions,  tv's  Name  Talkers  and  many  major  bylin- 
ers  of  newspapers  and  magazines  spoke  in  veritable  lock- 
step  about  the  celebration's  "wretch- 
ed excess,"  "vulgar  display,"  "immor- 
al lavishness";  the  money  should 
have  been  used  to  house  the  home- 
less, feed  the  hungary,  fight  drugs, 
help  Poland. 

They  totally  missed  the  point  of  the 
whole  occasion. 

By  creating  an  appealingly  unique 
and  exciting  event,  Forbeses  and 
Forbes  brought  together  hundreds  of  the  Makers  and 
Shakers  of  the  business  world,  many  of  the  globe's  press 
lords,  factotums  of  the  arts  and  wheels  of  government.  The 
world's  press  en  massed  to  Tangier.  Their  precoverage  of 
the  occasion  fueled  ever  more  coverage. 

So  for  $2  million  (almost  half  of  it  spent  winging 
guests  to  and  from  North  Africa)  we've  received  well 


over  $100  million's  worth  of  world  tv  and  press  coverage 
(still  going  on  in  magazines  and  Letters  to  Editors),  all  of 
which  had  to  dwell  on  Forbes  magazine  and  its  impor- 
tance to  explain  why  so  many  ceos  and  famed  Names 
came.  All  this  coverage  comes  at  a  time  when  we're  in 
the  process  of  launching,  or  in  nego- 
tiations for  launching,  various  for-i 
eign  versions  of  Forbes. 

Aided  and  abetted  by  that  70th- 
birthday  exuberant  celebration,  our 
business  will  end  this  year  bigger  and 
more  profitable  than  ever  before. 
So,  too,  the  taxes  we  pay. 
Not  a  penny  of  the  birthday  party  is 
being  business  expensed,  not  a  penny 
was  a  "cost  to  the  taxpayer."  Just  the  opposite. 

As  a  result  of  Forbes  Inc.'s  continued  growth,  our  contri- 
butions to  Worthy  Causes  grow  greater  in  number  as  well 
as  size. 

Are  we  dumb  for  thinking  those  who  went  into 
orbiting  outrage  over  our  $2  million  investment  were  not 
that  bright  in  this  instance? 


AND  AS  SOME  OTHERS  OBSERVED: 


"Forbes  spent  $2  million  regaling  300  corporate  ceos, 
who  advertise  in  his  magazine,  together  with  a  contingent 
of  the  rich  and  famous,  and  the  liberals  went  berserk.  The 
Forbes  'extravaganza'  cost  the  equivalent  of  about  90  sec- 
onds superbowl  advertising  time  and  was  far  more  effec- 
tive. The  King  of  Morocco  didn't  need 
a  Harvard  doctorate  to  recognize  the 
value  to  his  country  of  a  visit  by  300 
top  business  leaders.  He  hosted  a  lun- 
cheon complete  with  staged  cavalry 
charges  for  Mr.  Forbes'  guests. 
.  .  .  Confused  liberals  wring  their 
hands  over  what  rich  people  do  with 
their  own  money,  while  ignoring  alto- 
gether what  the  government  does 
with  the  public's  money.  The  $2  million  Forbes  blew  in 
Morocco  would  have  paid  for  five  or  six  hud  consultants." 
— Paul  Craig  Roberts,  Business  Week  columnist 

in  the  Washington  Times 

"The  Forbes  gala  was  devised  for  a  complicated  set  of 
personal  and  business  reasons.  Chrysler  boss  Lee  lacocca 


noted:  'Malcolm  is  often  misunderstood  as  being  just  a  bon 
vivant.  But  he's  a  very  shrewd  organizer  and  businessman. 
Don't  think  these  gatherings  don't  pay  dividends.'  " 

— Newsday 
"Look  at  what  Morocco  got  out  of  the  event — more 
publicity  for  its  tourism  industry  than 
most  countries  get  for  a  hundred 
times  the  cost  of  that  party.  And 
where  did  the  money  go?  It  went  to 
taxi  drivers,  waiters,  restaurateurs, 
hotel  workers  and  merchants.  Unlike 
U.S.  foreign  aid,  it  clearly  went  to 
people  who  need  it  instead  of  fat-cat 
politicians.  Mr.  Forbes,  you  spent  less 
cash  on  a  thousand  celebrities  than 
Jell-O  spends  on  Bill  Cosby,  but  you  are  accused  of  con- 
spicuous consumption.  You  achieve  enormous,  ongoing 
exposure  for  your  magazine  (this  column  included)  for  less 
than  it  takes  to  buy  100  seconds  of  Super  Bowl  commercial 
time,  but  you  are  reviled  as  wastrel." 

— Patrick  Cox,  USA  Today 
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"For  Forbes,  this  was  play  with  a  purpose.  It  was  not  an 
occasion  for  an  eccentric  mix  of  friends,  old  and  new.  Thus 
the  bulk  of  the  guest  list  comprised  the  presidents  and 
chairmen  who  buy,  advertise  in  and  are  analysed  by  his 
publication.  No,  this  was  less  the  display  of  money  as  its 
making.  In  Britain  alone,  the  event  has  generated  tens  or 
even  hundreds  of  thousands  of  pounds'  worth  of  publicity. " 
— Tim  Rayment,  Sunday  Times,  London 

"Of  500  top  companies,  495  were  represented,  including 
the  heads  of  Fiat,  Ferrari,  Volvo,  American  Express,  Toyota 
and  Toshiba.  'If  anything  had  happened  to  one  of  the  three 
planes  ferrying  everybody  in,'  observed  Sony  founder  Akio 
Morita,  'the  U.S.  economy  would  have  ground  to  a  halt.'  " 

— Daily  Express,  London 

"Two  years  ago,  Digital  Equipment  Corp.  greeted  its  30th 


birthday  in  grand  style.  The  fast-growing  computer  maker 
staged  a  marketing  extravaganza  on  Boston's  waterfront,  a 
nine-day,  $26  million  fete  that  turned  the  majestic  Queen 
Elizabeth 2  and  the  cruise  ship  Oceanic  into  floating  hotels." 

— John  R.  Wilke,  Wall  Street  Journal 
"Thanks  to  that  little  Malcolm  Forbes  gathering,  Royal 
Air  Maroc  claims  tourism  to  Morocco  is  up  12%." 

— Cindy  Adams,  New  York  Post 
"People  on  abc's  Nightline  and  cnn's  Crossfire  were  lam- 
basting Forbes.  What  Malcolm  Forbes  did  was  pull  off  the 
marketing  coup  of  the  year." 

— Bill  Griffeth,  fnn's  Marketwrap 
"Twenty  years  ago  it  was  Woodstock.  Now  it's  Malcolm 
Forbes'  70th  birthday  bash." 

— William  Norwich,  Daily  News 


TRIBUTES,  NO  MATTER  HOW  DESERVED,  ARE  OFTEN  A  STRAINING  BORE 


But  not  this  one  (p.  140)  to  New  Jersey's  soon-to-be  ex, 
Governor  Tom  Kean. 

He  won  his  first  term  by  an  eyelash  but  was  reelected  to 
his  second — in  a  state  often  Democratic— with  a  record 
70%  of  the  vote.  He  took  69%  of  the  union  labor  vote,  60% 
of  the  black  vote  and  led  among  all  age  groups,  all  income 
groups  and  among  men  and  women. 

In  his  eight  years  as  ceo,  the  governor  constructively 
encouraged  business  growth  and  created  a  climate  that's 

ARCHITECTURE  CAN  BE  ART 

but  you  can't  prove  it  by  most  of  what  you  see. 


made  New  Jersey  an  appealing  place  for  people  to  live  and 
work.  The  ultimate  accomplishment  of  The  Kean  Years 
would  be  to  have  the  next  governor,  regardless  of  party, 
continue  the  economic  and  environmental  policies  that 
are  making  New  Jersey  flourish. 

When  a  man  is  so  decent,  so  able,  so  up  front  about  his 
thought  processes  and  in  his  application  of  effective  fair 
play,  it 's  wonderful — and  not  to  be  wondered  at — that  people 
have  responded  so  enthusiastically  to  Tom  Kean. 

THE  ULTIMATE  IN  RUDENESS 

Looking  at  one's  watch  when  someone  is  talking. 


BOOKS 


•  Manhattan  on  the  Rocks — by  Mi- 
chael Musto  (Henry  Holt  &  Co., 
$18.95).  Michael  Musto  is  numero 
uno  recorder  of  the  New  York  night- 
and-dawn  scene  and  Be-Seens.  In  this 
poignantly  hilarious  first  novel,  Man- 
hattan on  the  Rocks,  he  turns  the 
feverish  players'  insides  out.  Not 
since  Samuel  Pepys  diary-nailed  his  times  has  anyone 
done  it  with  more  penetrating  pith  and  bittersweet  wit 
than  Gotham  maestro  Musto. 

Excerpts:  Dartmouth  was  too  American-provincial,  [and] 
an  English  lit  degree  is  ultimately  as  useful  as  Mace.  The 
Enquirer  became  my  Monarch  Notes  to  a  world  of  glitz 
and  scandal  that  was  so  much  realer  than  those  in  any 
English  lit  classic.  The  Scarlet  Letter  A  was  never  to  be 
emblazoned  across  my  chest;  I  was  getting  C  +  s.  So  I 
split.  I  always  suspected  the  school  had  only  let  me  in  to 
fulfill  their  quota  of  people  from  Queens  (one)  any- 
way. .  .  .  Favio  la  Ronde  was  faux  through  and  through. 
He  had  about  as  much  depth  as  a  watercress  sandwich, 
and  he  couldn't  talk  about  anything  outside  of  the  club  or 
tv  world.  (Iran,  to  him,  was  an  after-hours  place  that  had 


closed  three  years  ago.)  .  .  .  A  cold  scene  transpired  that 
sent  icicles  down  my  appetizer.  I  expected  Colette  to  at 
least  put  up  the  pretense  of  politeness,  but  these  people 
hold  grudges  that  make  my  family's  look  like  minor 
snubs.  Emil's  approaching  her — or  even  being  seated  un- 
der the  same  roof — was  a  ghastly  faux  pas.  This  place 
reeked  of  real  money.  Real  money  begets  real  grudges. 
You  can't  buy  your  way  out  of  these  predicaments,  be- 
cause there's  nothing  you  have  that  they  need. 

•  Grand  Design:  The  Earth 
from  Above — by  Georg  Ger- 
ster  (Weidenfeld  and  Nicol- 
son  Ltd.,  9 1  Clapham  High  St., 
London  SW47TA,  England, 
£26.95).  From  a  bit  above, 
stunning  photographic  close- 
ups  of  pieces  and  places  of  our 
Earth  that  are  poetic  in  their 
contrasts  of  drama  and  beau- 
ty. Grand  Design  is  indeed  a 
vision  of  the  Earth  that  no 
one's  ever  seen  before  and  no  one  should  now  miss  seeing. 


Kayar,  Senegal,  biggest  J is/ring  settle 
merit  on  West  African  Atlantic  Coast 
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It's  gotten  a  little  more  sophisticated,  hasn't  It? 


It  used  to  be  so  simple.  Two  tin  cans,  a  piece  of  string,  and  you  were  in  busi- 
ness. Now  it's  a  business  called  "telecommunications",  and  things  have 
become  much  more  complex.  |  |  There's  conference  calling  and  call 

forwarding  and  speed  dialing  and  repertory  dialing  and  this  button  and  that 
button  and  which  one's  for  what?  For  many,  just  figuring  out  the  speaker- 
phone  has  become  a  cause  for  celebration.  Of  course,  while  some  argue 
that  it's  all  happening  too  fast,  others  seem  to  be  handling  it  quite  well. 
Especially  those  who  have  discovered  a  company  that  has  a  history  of 
making  things  more  advanced,  while  at  the  same  time,  less  intimidating. 
Not  surprisingly,  it's  the  same  company  that  pioneered  the  voice  messaging 
system  called  PhoneMail.  I  I  More  recently,  with  IBM,  it  announced 

CallPath,  a  voice  and  data  system  that  will  let  you  know  who's  calling  before 
you  answer  "hello."  And  now,  it's  introducing  ISDN  based  on  world-leading 
technology  from  Siemens.  It's  a  company  which  is  bringing  you  a  tomorrow 
that's  simpler  than  today.  Because  after  ail.  the  secret  lies  not  so  much  in 
.trying  to  know  where  communications  systems  are  headed.  But  in  making 
sure  you  know  someone  who  does.  I  I  An  IBM  and  Siemens  Company. 


To  find  out  how  PhoneMail  or  CallPath  can  best  work  for  you.  or  how  ROLM  can  answer  any  of  your  business 
communications  needs,  call  your  ROLM  Account  Representative,  or  1-800-624-8999.  ext.  235. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Look  to  the  Future 

Akio  Morita,  the  cofounder  and 
chairman  of  the  Sony  Corporation, 
said  50%  of  American  imports  from 
Japan  were  now  high-technology  ma- 
chinery and  devices  like  microchips. 
"The  fact  that  the  U.S.  is  losing  its 
competitiveness  in  so  many  areas  of 
high-tech  manufacturing  suggests  that 
something  is  fundamentally  amiss  in 
American  industry,"  he  added. 

Mr.  Morita  said  that  because  of  the 
emphasis  by  Americans  on  short-term 
financial  results,  American  manufac- 
turers had  not  made  investments  that 
would  pay  off  in  the  long  term. 

— John  Holusha,  New  York  Times 


Entrepreneur 

I  made  the  mistake  of  telling  Clipper 
Jones  where  I  kept  the  money  I  had 
saved,  and  one  morning  1  found  it  gone. 
I  confronted  him.  His  expression  of 
consternation  was  Academy  Award 
material.  Consternation  gave  way  to 
pure  grief.  "How  can  you  think  that, 
man?  When  I  was  in  Korea,  my  dead 
buddies  were  lying  next  to  me  in  the 
trenches,  and  I  never  touched  their 
wallets."  He  was  so  convincing  that  I 
ended  up  apologizing.  Later,  I  learned 
that  he  had  never  been  in  Korea.  He 
eventually  went  to  jail  for  passing  bad 
checks.  With  such  remarkable  con 
men,  how  can  this  country  fail? 

— On  Becoming  American, 
by  Ted  Morgan 

Chauffeurs  for  Everybody 

"One  of  the  next  major  steps  in 
making   cars   'smarter'   will    be    the 


addition  of  navigation  computers 
that  will  act  as  intelligent  assistants 
to  the  driver,"  says  Robert  L.  French, 
a  vehicular-navigation  consultant. 
"Later  generations  of  smart  cars  will 
integrate  these  systems  with  colli- 
sion-avoidance systems  and  'auto- 
matic-headway control,'  which  ad- 
justs speed  according  to  the  distance 
and  speed  of  the  vehicle  being  fol- 
lowed. Eventually,"  French  con- 
cludes, "automatic  chauffeuring  sys- 
tems will  be  added  that  will  do  the 
driving  while  the  driver  reads, 
works,  naps,  or  simply  sits  back  and 
enjoys  the  ride." 

— World  Future  Society 

Sneak-Eater 

I  wanted  not  to  have  to  worry 
whether  five  dollars  I  impulsively 
tipped  some  coat-check  martyr  meant 
dinner  at  Wendy's  the  next  three 
nights.  The  horrible  thing  about 
sneak-eating  at  Wendy's  was  that  oth- 
er important  people  were  doing  the 
same,  and  this  was  one  place  where 
you  didn't  want  to  see  and  be  seen. 
— Manhattan  on  the  Rocks, 
by  Michael  Musto 

Valuable  Contribution 

The  last  primeval  expanse  on  earth, 
the  planet's  richest  reservoir  of  oxygen 
and  fresh  water,  trembles  under  tires 
and  caterpillar  tracks.  The  steamroller 
of  civilization  brutally  crushes  the  for- 
est-dwelling Indios.  They  are  massa- 
cred by  the  white  man's  diseases;  his 
Colt  and  his  knife  permit  no  waste  of 
time.  Brazilian  Indianists  have  been 
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courageously  condemning  this  secret 
genocide  in  the  virgin  forest  for  the 
past  15  years.  There  are  even  utilitari- 
an arguments  for  the  preservation  of 
these  forest-dwellers.  They  have  sur- 
vived in  this  green  hell  of  poisonous 
and  stinging  plants,  of  snakes,  blood- 
sucking ticks  and  insects,  and  they 
have  learned  to  live  healthily  in  it — an 
achievement  made  possible  by  their 
own  medical,  botanical  and  pharmaco- 
logical knowledge.  Though  otherwise 
backward,  they  could  make  a  cultural 
and  even  economically  valuable  con- 
tribution to  the  taming  of  the  jungle. 
But  this  consideration  of  expediency 
has  so  far  been  ignored  in  the  conquest 
of  the  Amazon  region. 

— Grand  Design,  by  Georg  Gerster 


Communism  should  be 
understood  as  an  idea, 
as  a  dream.  We  can  carry 
it,  but  not  use  it. 

— Boris  Yeltsin. 

member  of  the  Soviet  Parliament, 

on  the  MacNeil/Lehrer  Newsbour 
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u  hat  iIk'  hell,  maybe  it  is  time  we  burial  Lenin. 


Heavy  Frost  Descends 

Once,  I  remember,  we  were  bused 
over  to  Sweet  Briar  for  a  reading  by 
Robert  Frost.  The  cranky  old  poet 
came  on  stage  in  high-topped  boots 
and  a  thick  suit  and  an  even  thicker 
shock  of  snow-white  hair.  He  was  in 
the  middle  of  a  poem  called  "Once  by 
the  Pacific"  when  he  stopped  cold, 
peered  out  into  the  semidarkened  au- 
ditorium, and  said:  "Someone  is  knit- 
ting. I've  been  reading  my  poetry  up 
and  down  this  country  for  decades, 
and  I  don't  think  I've  ever  been  so 
insulted  as  I  am  right  now — by  that 
lady  out  there  in  the  fifth  row  who 
would  rather  knit  her  damn  sweater 
than  listen  to  a  poem."  He  pointed 
out  his  innocent  victim  and  every 
head  in  the  place  turned.  The  thing 
about  the  incident  that  is  nearly  in- 
credible to  me  is  that  20  minutes  later 
the  damned  old  New  England  cur  had 
us  all  back  in  his  palm. 

— Paul  Hendrickson,  Seminary 

White -Glove  Times 

Managing  Director  Guenter  Rich- 
ter,  of  the  Grand  Bay  Hotel  at  Equita- 
ble Center  in  New  York  City,  has 
style.  Anyone  can  deliver  the  Sunday 
New  York  Times  to  you.  Mr.  Richter 
sends  it  up  to  his  guests  with  dispos- 
able white  gloves.  The  ink  gets  on 
them,  not  you. 

— Entree  newsletter 
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more  cars 
anti-lock  brakes, 
"ouOTildrftbe 

Y         What  was  it  they  taught  you 
in  driver^  ed?  Don't  panic.  Pump  your 
brakes.  Locking  them  up  will  only 
|CTC  make  the  skid  worse.  It  seemed 
0  LO»  simple  enough  at  the  time, 
n  often  finds  out  that  knowing  what  to  do 


lergency  however, 
two  different  things: 
Hock  brakes  are  designed  to  remember  what  to  do.  Every  time. 
In  effect  they  do  the  brake  pumping  for  you.  Many  times  a  second.  So  your 
wheels  don't  lock  up  and  you  can  stop  or  regain  control  of  your  car  more  quickly 
That  prevents  many  accidents,  and    wjMT  T 
makes  many^rs  less  severe.         lllftlJ/^4*/^^  tttI^/14- 


2  about  it 


We're  so  convinced  of  the  value  of  anti-lock^brakes,  we'll  offer  a  discount 
of  10%  on  the  collision  and  liability  portions  of  your  auto  insurance  if  your  car  is 
equipped  with  four-wheel  anti-lock  brake  systems. 

This  is  just  one  of  the  ways  we're  working  to  lower  insurance  costs.  We're  also 
committed  to  making  areal  change  in  the  car  insurance  system  itself.  And  making 
insurance  more  affordable  for  everyone.       w™ 

Thanks  to  a  lot  of  hand  work,  many  new  ideas  are  now  coming  into  focus. 
We  think  they'll  lead  to  afair  and  lasting  solution. 

In  the  meantime,  if  you'd  like  to  receive  a  list  of  cars  quipped  with  anti-lock 
brakes,  write  to  us  at  Allstate  Consumer  Information         „  A^ofthe    m 

y  •*!  Sears  Financial  Network  IMJ 


Center,  Public  Issue  Department  300,  PO.  Box  7 
Mount  Prospect,  H  60056-9961. 


/instate 

You're  in  good  hands. 


WERE  COMMITTED  TO  BUILDING  A  CAR  INSURANCE  SY! 


ERTOE  CAN  LIVE  WITH. 


Discount  not  available  in  some  states. 

Allstate  Insurance  Company  Northbrook,  Illinois 


"Education  is  sort  of  a  pet  project  of  mine  here  in  our  department.  I  push  it 
as  hard  as  I  can. 

So  a  while  back,  I  got  our  group  together  to  talk  about  it -how  going 
back  to  school  could  make  our  department  and  our  job  a  better  place,  maybe 
give  some  people  a  new  outlook. 

We  had  some  people  from  the  University  come  in  to  brief  us  on 
programs  available.  That  really  got  things  rolling.  The  first  group  of  us 
graduated  just  last  spring.  The  results  are  fantastic.  I've  seen  people  who 
were  kind  of  dead  set  in  their  ways  become  more  receptive  to  new  ideas, 
more  relaxed  and  confident.  It's  created  more  new  job  options  for  us,  too. 

Education  has  broadened  our  horizons,  opened  up  a  whole  new  world 
for  all  of  us.  In  our  personal  lives,  and  on  the  job!' 


-Cindy  Richmond.  Technical  Writer.  Helicopter  Research  and  Engineering 


MCDONNELL  DOUGLAS 

A  company  of  leaders. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


Jude  Wanniski 


GOLDEN  RULE 

The  Soviet  Union  is  fast  approaching  hyperinflation. 
The  real  value  of  the  ruble  is  plummeting  from  a  black 
market  price  18  months  ago  of  35  cents  (the  official  price  is 
$1.58)  to  as  little  as  a  nickel  today.  Shortages  of  basic  items 
are  becoming  more  acute.  The  Kremlin  will  have  to  take 
drastic  action. 

The  security  of  the  West  is  directly  tied  to  how  Moscow 
responds.  Soviet  military  might  has  never  been  greater, 
and  there  is  no  guarantee  that  if  Gorbachev  fails  his 
successors  won't  respond  with  a  savage  repression. 

Read  the  interview  with  Soviet 
Prime  Minister  Ryzhkov  (p.  82). 
Echoing  many  Western  economists, 
Ryzhkov  says  that  the  most  press- 
ing task  is  to  increase  the  produc- 
tion of  goods.  Some  Westerners  sug- 
gest that  the  Russkies  immediately 
import  billions  of  dollars'  worth  of 
consumer  items  (they  have  suffi- 
cient Western  bank  credits  to  do  that).  This  would  keep 
the  increasingly  restless  populace  at  bay  until  the  econo- 
my started  turning  out  what  people  want  to  buy.  The 
imports  would  also  soak  up  those  billions  of  rubles  people 
have  and  can't  spend,  thereby  easing  inflation. 

Actually,  both  capitalist  and  Communist  economists 
miss  a  critical  element.  Before  you  can  get  an  economy  to 
produce  more  goods,  you  need  real  money.  The  ruble  today 
has  less  buying  power  than  the  paper  you  use  to  play 
Monopoly.  Unless  it  is  made  a  hard  currency,  Gorbachev's 
reforms  won't  work. 

If  price  controls  were  lifted,  most  working  Soviet  citi- 
zens couldn't  afford  even  bare  necessities  such  as  bread. 
There  would  be  bloodshed  throughout  the  Empire. 

Ironically,  perestroika  helped  bring  this  crisis  to  its 
current  proportions.  Under  the  Soviet  command  economy, 
the  central  bank  advances  credit  to  state-owned  entities  to 
fill  their  quotas.  The  quotas,  of  course,  are  rarely  reached; 
most  of  what  is  turned  out  nobody  really  wants.  Result: 
The  supply  of  rubles  exceeds  the  supply  of  goods  and 
services.  Before  perestroika,  those  excess  rubles  were  ef- 
fectively sterilized;  they  simply  sat  in  the  nation's  bank 


Wayne  Angell 


FOR  RUSSIA? 

accounts.  Shortages  were  gradually  getting  worse.  Then, 
with  Gorbachev's  changes,  state  firms  were  told  to  get 
efficient.  Like  good  monopolists,  many  cut  production  and 
raised  prices.  Shelves  became  barer. 

The  rise  of  the  "cooperatives"  (Sovietese  for  private 
companies)  exacerbated  the  process.  Free  from  controls, 
they  pay  salaries  ten  times  or  more  than  the  state-owned 
companies,  and  their  prices,  by  Soviet  standards,  are  ex- 
tremely high.  But  they  function  successfully.  Nonetheless, 
their  use  of  hard  currencies  and  disdain  for  rubles,  com- 
bined with  a  government  freely 
printing  rubles  to  cover  a  budget 
deficit  seven  times  our  own,  has  the 
ruble's  street  price  plummeting.  Not 
surprisingly,  people  are  seething 
with  resentment  against  the  cooper- 
atives, which  seem  to  be  doing  well 
while  everyone  else's  lot  gets  worse. 
How  do  you  turn  the  ruble  from 
play  money  into  a  Western-style  currency? 

Economic  consultant  Jude  Wanniski  and  Federal  Reserve 
Board  Governor  Wayne  Angell*  recently  visited  the  Soviet 
Union  and  came  back  with  the  same  conclusion:  Make  the 
ruble  convertible  into  gold — and  fast.  Contrary  to  what 
most  experts  think,  such  a  reform  could  be  done  fairly 
quickly.  After  all,  Lenin,  in  the  early  1920s,  issued  gold 
rubles  to  revive  an  economy  even  deader  than  today's. 

The  Kremlin  has  upwards  of  $25  billion  of  gold  in  its 
vaults.  Based  on  the  street  price  of  gold,  Angell  figures  the 
ruble  could  be  priced  at  the  ratio  of  4  to  the  dollar. 
Wanniski  believes  it  could  be  done  1:1,  thereby  slamming 
the  brakes  on  inflation.  While  details  differ,  their  ap- 
proach is  correct. 

Of  course,  a  gold  ruble  will  work  its  magic  only  if  other 
sweeping,  meaningful  reforms  immediately  follow. 

But  it  is  the  first  step.  China  failed  to  make  its  money 
sound,  and  the  resultant  inflation  led  to  Tiananmen  Square. 
Another  dividend  of  hard  money:  A  better  economy  would 
ease  some  grievances  of  non-Russian  nationalities. 

"A  more  detailed  report  of  the  Wanniski Angell  trip  can  be  obtained  from 
Polyconomics  in  Morristoun,  New  Jersey.  Angell's  speech  to  Moscow's  Institute  of 
the  USA  and  Canada,  from  the  Federal  Resent  in  Washington,  DC. 


FORBES,  OCTOBER  16,  1989 


27 


Jkfci.  * 


IV 


Published  Herkh  at  154  West  46lh  St..  V»  Nork,  N.Y.,  h>  Variety,  Inc.  Annual  subscription.  W>   Smut 
Knlered  as  second -class  matter  tVcrmber  22.  W05.  at  the  Pust  Office  at  New  WW.  N.Y.,  under  the  act 
(  OPYRK.HT.  W05.  BY  VARIETY,  IV     \l  I   RIGHTS  RESERVED 


Vol.  1J9     No.  5 


NEW  YORK,  WEDNESDAY,  JULY  17,  1935 


World's  Worst 


in  short  lor  Ben 
Arts    with    (he- 
rs m  it 
the    broken  J  •    Jose! 

(    >rmack    Jrs  . 
arc    heme 


Runner 
-Up 


Cry  for  Author'  of  Five  Plays 
On  B'way  Will  Get  No  Response 


plawwight    on    Hroadwav     next 
season  won't  he  there  to  sec  his  own  hrain 
children,  the  William  Shakespeare  ( 
being  dtl  ss  than  five  ol  the  Bard's 

classics    will    hra\e    the    Main    Stem 
sho*  shops  loi  edification  ot  earth)  ' 
iremea 
With  ■  ptiofl  ol  the  Gilbert  and 

S  illtvan  revivals  "I  the  rare  tiiiK's 

thor  or  team  Mill 


Runner-Up 


Chicago.  Julv  lr» 
Appears  to  radi  here  that 

St-ars  Roehuck  i\  after  a  record  lor 
the  nuniher  ot  auditions  lor  a  future 
air  program.  .1  record  which  is  now 
hcldhv  Ss hlns 


72PA(,I  S 


WRESTED 
RM  DRAMA 


[  Exhib  Says  'Bar- 
Rothschild;  Pim- 
'  Among  Best  Gross- 
Silo  Belt-Musicals 
and  Story  Tops  Star 
raw 

IGTIME  IDEA 


McCALI. 

:!s    I'' 


We  speak 
your  language. 


Every  industry  has  a  language  all  its  own.  And  every  CEO  knows 
the  value  of  a  banker  who  doesn't  have  to  be  educated  from  ground  zero. 

At  Chemical,  our  knowledge  helped  us  spot  opportunities  and 
made  us  a  leading  player  in  one  of  America's  fastest  moving 
industries. 

When  a  major  motion  picture  company  wanted  to  explore  new 
sources  of  financing,  Chemical  helped  create  an  innovative  private 
placement  backed  by  a  database  which  gave  institutional  investors 
new  insight  into  industry  performance. 

Our  experience  also  enabled  us  to  move  quickly  when  TVS 
Entertainment  pic  acquired  Mary  Tyler  Moore's  MTM  Entertain- 
ment Inc.  In  this  instance,  we  syndicated  and  closed  the  $210  million 
transaction  within  four  weeks. 

And  in  an  industry  where  you're  only  as  good  as  your  last 
performance,  we  played  a  leading  role  in  financing  three  of  this  year's 
Oscar-nominated  films. 

Of  course,  they  don't  award  Oscars  for  best  supporting 
performance  by  a  bank.  But  that's  how  we  try  to  treat  all  our  clients, 
whether  it's  in  related  industries  like  publishing,  broadcasting  and 
cable,  or  industries  like  retailing  and  natural  resources. 

For  Chemical,  the  bottom  line  is  knowing  your  business  well 
enough  to  make  a  difference. 

ChemicalBaivk 

The  bottom  line  is  excellence? 


Chemical  Banking  Corporation  is  the  holding  company  for  Chemical  Bank,  Chemical  Bank  New  Jersey, 
and  Texas  Commerce  Bancshares.  Member  FDIC  @  1989  Chemical  Banking  Corporation. 


If  you  are  more  interested  in  what 

technology  can  do  to  improve 

your  bottom  line,  and  less 

interested  in  technical  specifications, 

you  should  meet  and  talk  with  us. 

We're  all  business. 


Business  and  professional  computers,  monitors,  peripherals  and  accessories. 

If  leadership  comes  from  quality,  performance  and  value, 

we  Ye  been  quietly  leading  for  a  long  time. 

PACKARD  BELL  SB 

America  grew  up  listening  to  us.  It  still  does. 

1-800-733-4422 

Corporate  Headquarters: 
noga  Avenue,  Chatsworth,  CA  91311   1-818-773-4400 
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Commentary 

on  Events  at  Home  and  Abroad 

By  (Caspar  W  Weinberg  Publisher 


REGAINING  THE  PRODUCTIVE  EDGE— PART  II 


Two  weeks  ago  in  this  space,  we  reported  on  the  decline 
in  American  productivity,  confirmed  by  a  two-year  study 
conducted  by  16  leading  faculty  members  at  the  Massa- 
chusetts Institute  of  Technology,  titled  Made  in  America — 
Regaining  the  Productive  Edge.  I  promised  that  in  this  issue  I 
would  regain  my  native  optimism  and  report  on  the  com- 
mission's solutions  and  hopes  for  the  future. 

Clearly  America  can  do  whatever  is  required  to  regain  our 
productive  lead.  We  are  still  the  same  people  whose  inven- 
tive and  productive  genius  made  it  possible  to  win  two 
world  wars  against  the  most  deadly  challenges  the  world 
has  seen.  Now  we  need  to  use  that  unmatched  capability  in 
new  ways  to  meet  new  competitive  conditions. 

One  of  the  clearest  examples  that  Americans  have  not 
changed  is  the  fact  that  American  workers  in  plants  built 
and  managed  by  the  Japanese  are  able  to  produce  as  much 
and  as  well  as  employees  in  any  country  in  the  world. 

What  should  we  do?  The  study  found  some  striking 
similarities  in  American  companies  that  have  regained  a  big 
part  of  their  lost  edge.  These  patterns  include  simultaneous 
improvement  in  cost,  quality  and  delivery,  which  can  be 
achieved  by  the  effective  use  of  the  newest  technologies, 
closer  relationships  with  suppliers,  and  by  emphasis  upon 
continual  learning  and  teamwork  for  all  employees. 

The  commission  cites  two  large  companies,  Xerox  and 
Ford,  for  the  enormous  gains  that  they  achieved  by  man- 
agement's insistence  upon  high  quality,  low  unit  cost  and 
speed  in  moving  new  products  from  the  design  stage  to  the 
market.  But  this  kind  of  overall  strategy  is  clearly  within 
the  compass  of  all  companies,  large  and  small. 

Another  thing  that  can  be  done  is  a  continual  study  of 
the  competition.  When  Xerox  first  started  studying  Japa- 
nese copiers  in  1979,  it  found  to  its  discomfiture  that 
Japanese  producers  made  copiers  at  half  its  production 
cost,  with  a  development  schedule  that  took  half  as  long 
for  new  products.  Japanese  quality,  measured  by  the  num- 
ber of  defective  parts  on  the  production  line,  was  10  to  30 
times  better  than  Xerox'  production  in  the  U.S. 

But  Xerox'  mangement  did  not  stay  discomfited.  Their 
study  provided  all  the  motivation  they  needed  to  regain 
their  lead,  to  cut  manufacturing  costs  in  half,  improve 


quality  and  regain  their  share  of  the  market.  Ford  went 
from  a  loss  of  $1.5  billion  in  1980,  to  a  profit  of  $4.5  billion 
in  1987.  At  the  same  time  its  work  force  declined  by  40%, 
while  the  production  system  vastly  improved. 

Both  companies  relied  heavily  on  providing  continual 
learning  and  teamwork  for  employees.  Morale  was  im- 
proved by  securing  worker  participation  in  the  decision- 
making process.  Closer  relationships  with  suppliers  cut 
delivery  times  and  improved  quality.  New  technologies  in 
such  elementary  things  as  processing  mail  orders  and 
insuring  sharp  reductions  in  defects  and  delays  in  delivery 
all  helped,  as  did  management's  willingness  to  learn  new 
methods  from  other  companies  and  other  countries. 

Smattering  of  Knowledge 

Our  school  system  came  in  for  sharp  criticism.  The 
commission  said  our  problems  with  the  work  force  "lie 
not  in  the  disappearance  or  weakening  of  basic  American 
values  and  capabilities,  but  in  the  institutions  that  edu- 
cate Americans  to  work;  .  .  .  without  major  changes  in  the 
ways  schools  and  firms  train  workers  over  the  course  of  a 
lifetime,"  neither  technological  innovation  nor  improved 
management  will  help  economic  performance. 

Sadly,  we  have  a  high  degree  of  functional  illiteracy  even 
among  workers  with  high  school  diplomas,  and  it  is  a 
truism  that  American  children  are  falling  behind  children 
in  other  countries  in  mathematics,  science  and  language 
achievements  throughout  their  school  years.  Also  we 
must  develop  far  better  on-the-job  training  to  enable  em- 
ployees to  utilize  technologies  that  are  far  too  new  to  have 
been  included  in  most  school  curricula. 

What  is  most  vital  is  that  we  realize  American  industry, 
and,  therefore,  America,  does  indeed  have  a  serious  prob- 
lem, that  we  are  far  behind  other  countries,  that  protec- 
tionist and  isolationist  legislation  will  not  help,  that  we 
are  fully  capable  of  regaining  the  leads  we  had  if  we  are 
willing  to  apply  new  methods,  and  old-fashioned  hard 
work.  Although  I  differ  with  several  points  in  the  study,  I 
think  our  schools,  our  universities  and  our  employee  train- 
ing classes  should  study  it  carefully.  And  if  companies  do 
not  have  such  classes,  they  should  begin  them  today. 
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WHY  THE  BREWERS  OF  AMERICA  ARE  SPENDING  SO  MUCH 
TO  KEEP  SOME  PEOPLE  FROM  DRINKING. 


They're  our  kids  too.  □  That's  why  we  financially  support  S.A.D.D.  —  Students  Against  Driving  Drunk.  It's  an  independent 
program  that  involves  parents,  peer  pressure  and  education  to  motivate  the  students  themselves  to  fight  the  problem  of  drunk 
driving.  D  Of  course,  we  don't  condone  underage  drinking  at  all.  But  S.A.D.D.  helps  here,  too.  In  the  majority  of  schools  that 
have  started  S.A.D.D.  chapters,  underage  drinking  is  down.  Way  down.  □  We  also  support  BACCHUS  (Boost  Alcohol  Conscious- 
ness Concerning  the  Health  of  University  Students).  It  promotes  responsible  decision  making  among  college  students  through 
existing  organizations  at  the  schools.  □  Another  program  is  All  Star  which  focuses  on  juniors  and  seniors  in  high  school  and 
uses  positive  role  models  to  discourage  destructive  lifestyles.  □  We  also  provide  funds  to  local  organizations  for  education  and  pre- 
vention programs  through  the  Beer  Institute  Community  Assistance  Fund.  □  To  find  out  more  about  what  we're  doing  to  address 
the  problem  of  underage  drinking,  write  James  C.  Sanders,  President  of  the  Beer  Institute,  1225  Eye  Street,  NW  Suite  825,  Washing- 
ton, DC.  20005.  □  We're  doing  something  about  the  problem  of  underage  drinking.  With  your  help  we  can  find  a  solution  together. 


BEER    INSTITUTE 

itute  is  the  trade  association  for  American  brewers  and  their  suppliers.  It  is  dedicated  to  responsible  consumption  of  their  fine  quality  beers. 


What's  Ahead  for  Business 


The  unions  are 

using  Congress 

to  fight  their  wars 


Added  costs, 
added  risks  lead 
to  lower  benefits 


There's  a  real 

risk  these  rules 

could  slide  through 


Edited  by  Howard  Banks 

NEW  STRINGS  ON  PRIVATE  PENSIONS? 

Losing  election  battles  (e.g.,  Nissan)  and  members,  the  unions  are 
turning  to  Capitol  Hill  for  victories  they  can't  find  on  the  shop  floors. 

Egged  on  by  the  labor  unions,  Congress  is  threatening  the  managers  of 
$1  trillion  or  so  in  private  pension  funds  with  new  and  strict  controls. 
These  new  measures  would  be  much  broader  than  the  contemplated 
tax  on  the  pension  funds'  short-term  stock  trades. 

One  proposal,  sponsored  by  Representative  Peter  Visclosky  (D.-Ind.) 
but  heavily  influenced  by  the  United  Auto  Workers  union,  would 
create  joint  boards  of  trustees  for  the  nation's  700,000  single-employer 
pension  funds.  Half  of  the  trustees  would  be  appointed  by  the  employ- 
er, half  by  the  workers  (with  a  bias  given  to  unionized  workers). 

Another  proposal  would  severely  restrict  a  company's  freedom  to 
recover  excess  assets  when  terminating  a  fund,  or  from  one  that's 
overfunded.  A  key  change  would  be  that  before  one  cent  could  be 
withdrawn,  existing  pensioners  would  first  have  to  be  given  a  costly 
one-time  payment  to  cover  past  inflation. 

If  giving  workers  more  say  in  managing  their  pensions  sounds 
innocuous,  think  again,  advises  pension-industry  specialist — and  em- 
ployers' lobbyist — Mark  Ugoretz. 

Will  the  union  trustees  have  a  social  agenda,  maybe  blocking  invest- 
ments in  companies  that  do  business  with  Israel,  or  South  Africa,  or 
the  Soviet  Union?  Might  they  veto  investments  in  a  company  un- 
friendly to  unions — Frank  Lorenzo's  Texas  Air  Corp.,  say?  Or  support 
the  pilots'  union's  bid  for  United  Air  Lines? 

Ugoretz  notes  that  jointly  trusteed  pension  funds  tend  to  be  managed 
more  conservatively  than  corporate-managed  private  plans:  Corporate- 
ly  managed  plans  produce  an  average  1  %  higher  return. 

The  actuarial  rule  of  thumb  is  that  a  one-percentage-point-lower 
return  over  the  life  of  a  plan  adds  20%  to  25%  to  the  required 
contributions — potentially  a  considerable  extra  bill  for  employers.  The 
alternative  to  this  cost  increase  is  lower  pension  benefits.  Already, 
many  employers  are  switching  to  defined  (i.e.,  fixed)  contribution 
plans  under  which  the  employee  shares  the  investment  risk. 

Congress  has  shown  more  and  more  appetite  for  crimping  em- 
ployers' freedom  in  managing  pension  funds,  but  little  desire  to  think 
the  measures  through. 

In  the  House,  the  latest  proposals  have  been  tacked  onto  the  budget 
legislation,  where  they  are  overshadowed.  That  could  pass  the  buck  to 
the  Senate,  which  is  preoccupied  with  the  capital-gains  tax  cut,  restor- 
ing iras — and  the  real  possibility  of  a  budget  sequester  in  October. 
There  is,  therefore,  a  very  real  risk  that  they  might  slide  through. 

The  Visclosky-UAW  proposal  was  not  even  the  subject  of  hearings.  And 
lobbyists  like  Ugoretz  have  had  a  hard  time  getting  corporate  America 
to  appreciate  the  threat. 
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The  Forbes  Index 
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June  was  better,  July  was  worse  than  originally  reported. 
The  government  revised  the  June  and  July  figures  for 
industrial  production,  retail  sales  and  new  housing  starts. 
Retail  sales,  for  instance,  rose  0.5%  from  June  to  July 
instead  of  the  initial  figure  of  2%.  Result:  The  Forbes 
Index  ended  June  with  a  0.1%  gain  and  July,  a  0.4%  loss. 
Thanks  to  a  sharp  decline  in  gasoline  and  apparel  prices, 
the  unadjusted  Consumer  Price  Index  for  August  matched 
July  for  the  smallest  increase  so  far  this  year,  0.2% .  (The 
seasonally  adjusted  cpi  showed  no  gain  in  August.)  De- 
spite encouraging  inflation  and  employment  data,  the 
home  building  business  remains  depressed. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

105% 

Auto  sales'  year  to  date  vs.  1988 

Ward's  Automotive 

-3.9% 

Index  ot  leading  indicators  July  vs.  June 

Dept  of  Commerce 

0.2% 

Trade  balance  last  12  months 

Dept  of  Commerce 

-1112  oil 

Producer  price  index2  August  vs.  1988 

Depf  of  labor 

4.2% 

GNP  2nd  quarter  vs.  1st — annualized  growth 

Depf.  of  Commerce 

2.5% 

'U.S.  based  manufacturers  only  as  ot  9/10/89  ' F i n i 

>hed  goods 

Index  Components 


The  Forbes  Index  is  a  measure  of  US  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  new  claims  tor  unemployment  compensation,  the 
cost  ot  services  relative  to  all  consumer  prices,  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit 

To  measure  these  8  elements,  Forbes  monitors  10  series  of 
US  government  data   The  last  14  months'  data  for  each 
series  are  presented  below 
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New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Dept  of  Labor) 
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Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 
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New  housing  starts  (thousands)  privately  owned, 
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Consumer  installment  credit  ({billions)  to 
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It's  just  a  car.  But  then,  what  a  car.  The 
Honda  Accord  is  a  great  automobile  and 
everybody  knows  it. 

Certainly  nobody  knows  it  better  than 
other  car  makers.When  Honda  introduces 
a  new  Accord,  they  return  to  their  drawing 
boards.  This  has  been  going  on  for  fourteen 
years,  ever  since  the  first  Accord. 

Now,  a  new  year  and  a  new  Accord. 

The  new  Accord  is  bigger  and  better. 
There  is  more  room  inside,  the  ride  is  more 
comfortable  and  the  car  is  more  responsive 
under  all  driving  conditions. 

Because  Honda  also  goes  back  to  the 
drawing  board. 

The  new  Accord  was  redesigned  and 
re-engineered  to  create  an  entirely  new 
automobile.  One  that  raises  the  quality  of 


driving.  A  car  more  attuned  to  the  drive:' I 

The  lines  of  the  car  are  smooth  and  I 
flowing.  Flat  surfaces  and  contours  blem1' 
harmoniously.  The  front  of  the  car  rounds  o 
the  wind  and  stylish  new  headlights  mout 
flush  to  the  airflow. 

A  large  increase  in  glass  area  improve* 
visibility.  You  will  find  comfortable  space'* 
between  yourself  and  others  inside  the  c;^ 

Since  the  new  Accord  is  longer  and  m<t 
solid,  we've  redesigned  and  refined  the  foil 
wheel  double  wishbone  suspension  systel 
Also,  the  body  is  tighter  and  more  rigid.  Rif 
and  handling  are  noticeably  improved. 

One  thing  very  difficult  to  notice  is  wil 
noise  at  highway  speeds.  It's  almost  beyoif 
human  hearing. 

New  body  construction  contributes  tc 


Introducing  t 


/ 


"  i  O  W'  \.n«rn «,.,  \knia  ManCa.  In. 


q  ility  feeling.  In  fact,  before  you  get  into 
i  ew  Accord,  open  and  close  the  door  a 
:  jple  of  times.  You'll  hear  what  we  mean. 

Once  inside  the  car,  you  will  see  the  soft 
ji  faces,  the  lack  of  seams  and  the  logical 
:  cement  of  instruments  and  controls.  You 
1 1  sense  a  bright,  airy  environment  that 
r  mediately  puts  you  at  ease. 

The  front  seats  are  larger  with  greater 
j|  )port.  Rear  seats  contour  to  the  shape  of 
a  ;  interior.  The  rear  seat  cushion  is  formed 
\m  one  piece  of  foam. 

Door  panels  and  the  instmment  panel 
i:  each  moulded  as  one  whole  piece.  The 
:adliner  is  also  made  from  a  single  piece. 
L  recessed  for  the  passenger-assist  handles 
i  i  windshield  visors.  Everything  fits  the 
?.y  it  should,  nice  and  flush. 


A  new  ventilation  system  assures  your 
comfort.  It's  quiet  and  efficient. 

Under  the  aggressive  looking  and  low 
sloping  hood  is  a  new  and  larger  fuel-injected 
engine.  It  has  more  horsepower  and  torque 
for  improved  performance.  Innovative  Honda 
technology  keeps  the  new  engine  running 
smoothly  and  quietly. 

There  is  a  new  four  speed  automatic 
transmission  available  that's  compact  and 
smooth  shifting.  And  a  new  strong,  smooth 
five  speed  manual  transmission. 

The  objective  of  the  new  Accord  is  to 
let  you  focus  on  the  one  thing  every  car  is 
made  for.  Driving. 

You  will  have  to  drive  it  to  believe  it. 


HONDA. 
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newAccord 


What  do  you  do  if  one  of  your  major  competitors  gets  LBO  'd?  You 
smile  viciously  and  go  in  and  take  market  share  away  from  him. 


One  man's  poison  . . . 


N 


By  Norm  Alster 


■ 


Aside  from  lawyers,  investment 
bankers  and  a  few  sharehold- 
k  ers,  who  benefits  most  from 
the  leveraged  buyout  craze?  A  fre- 
quent answer:  the  bought-out  com- 
panies' competitors. 

"It's  a  good  position  to  be  in,"  nods 
Gary  Michael,  vice  chairman  of  retail 
food  and  drug  chain  giant  Albertson's, 
Inc.  Based  in  Boise,  Idaho,  Albertson's 
is  a  well-heeled,  conservatively  fi- 
nanced company  in  an  industry  re- 
cently transformed  by  blockbuster 
mergers  and  lbos.  How  does  Albert- 
son's (1988  revenues,  $6.8  billion) 
capitalize  on  its  competitors'  finan- 
cial fragility? 

To  find  out,  let's  look  at  southern 
California.  There  Albertson's  com- 
petes against  debt-laden  American 
Stores,  which  took  over  Lucky  Stores 
in  1988  for  $2.6  billion.  Also  in  south- 
em  California  is  Vons,  whose  debt 
approaches  80%  of  capitalization,  and 
Ralphs,  which  was  bought  in  1988  by 
Campeau  Corp. 

With  long-term  debt  just  above 
10%  of  total  assets,  Albertson's  in- 
tends to  use  its  financial  power  to 
expand  at  its  leveraged  rivals'  ex- 
pense. Over  the  next  five  years  Albert- 
son's will  open  200  new  stores.  In  the 
southern  California  market,  it  is  dou- 
bling its  rate  of  expansion  from  four  or 
five  new  stores  a  year  to  nine  or  ten. 
Where  its  rivals  will  need  to  use  much 
of  their  available  cash  flow  to  cover 
interest  and  debt  repayment,  Albert- 
son's will  use  its  own  internally  gen- 
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erated  funds  to  cover  $1.5  billion  of 
$1.75  billion  in  capital  expenditures 
over  the  period. 

"They  [rival  chains]  have  to  cut 
back  on  capital  expenditures,"  says 
Albertson's  Michael.  "There  are  more 
sites  available  to  us."  Also  available 
are  cash  and  lower  borrowing  costs: 
Standard  &.  Poor's  accords  Albertson's 
commercial  paper  an  A-l  rating,  ver- 
sus American  Stores'  A-3.  The  differ- 
ence is  worth  as  much  as  40  basis 
points  on  the  competitors'  cost  of  bor- 
rowing money. 

The  logic  of  leverage  in  the  super- 
market business  is  that  cash  flow  is 
predictable  because  demand  for  food 
is  not  cyclical.  Sounds  right,  until  you 
stop  to  wonder  how  long  cash  flow  is 
predictable  once  the  competition  de- 
velops a  significantly 
leaner  cost  structure. 

This  is  precisely  the 
competitive  advantage 
Albertson's  claims.  "We 
own  the  land,  we  own  the 
stores,"  explains  Michael. 
"With  the  leveraged 
buyouts,  the  developers 
own  the  land,  and  the  de- 
velopers are  extracting 
premiums  for  leases." 

Some  retail  chains,  Mi- 
chael marvels,  are  leasing 
their  equipment  to  hoard 
cash.  "We  don't  have  to 
pay  interest  on  meat 
saws,"  says  Michael.  "I 
think  our  overall  occu- 
pancy costs  are  about  20% 
cheaper.  ...  As  the  low- 
cost  operator,  we're  going 
to  end  up  getting  market 
share.  That's  our  game 
plan." 

Albertson's  is  not  alone 
in  taking  advantage  of  le- 
veraged rivals.  James 
Moody  Jr.,  chairman  and  chief  execu- 
tive officer  of  Hannaford  Brothers  Co., 
a  Scarborough,  Me. -based  retailer,  has 
been  able  to  expand  aggressively 
against  such  leveraged  chains  as  Su- 
permarkets General  (a  1987  leveraged 
buyout).  In  recent  months,  says 
Moody,  he's  been  surprised  at  how 
many  times  Hannaford  has  been  cho- 
sen over  rivals  by  prime  shopping-site 
developers. 

Why  the  good  fortune?  The  most 
likely  explanation,  Moody  reckons,  is 
that  a  developer  lowers  his  own  bor- 
rowing costs  by  securing  financially 
stable  tenants.  "He  uses  the  leases 
with  major  tenants  to  go  to  an  insur- 
ance company  for  financing.  The  in- 
surance company  looks  at  the 
strength  of  the  tenants."  Albertson's 
Michael  agrees.  "The  developer,"  he 


says,  "is  charging  for  the  risk." 

The  sharp  blade  of  pricing  can  also 
be  effective  against  leveraged  rivals. 
The  ink  was  not  yet  dry  on  Safeway's 
1986  lbo  when  Giant  Food  Inc.  of 
Landover,  Md.  slashed  prices  on  more 
than  400  items  in  its  Washington-area 
outlets.  Safeway  responded  with  its 
own  cuts,  but  Giant  has  been  able  to 
sustain  pricing  pressure. 

David  Sykes,  senior  vice  president 
of  finance  at  Giant,  contends  that  his 
chain  has  the  cash  to  do  a  better  job  in 
maintaining  service  and  remodeling 
stores.  The  result:  major  market  share 
shifts.  Giant's  share  in  the  Washing- 
ton area  has  climbed  from  43%  to 
48%  since  1986,  while  Safeway's 
share  has  declined  from  34%  to  30%, 
reports  Kimberly  K.  Walin,  senior  re- 


tail  trade   analyst   with   Prudential- 
Bache  Securities. 

This  competitive  advantage  for  the 
relatively  unleveraged  extends  well 
beyond  the  grocery  business.  Take  pa- 
per products  giant  Fort  Howard  Corp. 
It  was  taken  private  in  a  $3.6  billion 
deal  last  year.  The  Green  Bay,  Wis. 
company  has  since  gone  "from  the 
most  profitable  to  the  least  profit- 
able" in  the  industry,  notes  Lawrence 
Ross,  first  vice  president  at 
PaineWebber.  Fort  Howard's  prob- 
lems have  directly  benefited  three 
major  rivals:  Scott  Paper,  Kimberly- 
Clark  and  James  River.  Largely  be- 
cause of  the  costs  of  servicing  its  debt, 
explains  Ross,  Fort  Howard  began 
running  losses  at  a  rate  of  $100  mil- 
lion a  year.  This  forced  it  to  delay 
expansion  of  a  Georgia  tissue  paper 


plant  temporarily.  With  less  industry 
capacity,  prices  have  firmed  and  rivals 
have  soaked  up  the  gains. 

When  more  than  one  industry  lead- 
er is  leveraged,  normal  market  dy- 
namics are  unbalanced  to  the  benefit 
of  more  conservative  rivals.  This 
shows  up  clearly  in  the  prices  of  gyp- 
sum wallboard.  With  the  housing 
market  weak,  wallboard  prices  have 
come  down,  says  Jonathan  Goldfarb, 
building  analyst  with  Merrill  Lynch 
Capital  Markets.  But  they  have  come 
down  much  less  sharply  than  in  previ- 
ous downturns.  No  one  has  taken  the 
lead  in  cutting  prices  because  no  one 
can  afford  to,  says  Goldfarb.  Neither 
National  Gypsum  (an  lbo)  nor  usg 
Corp.  (which  took  on  heavy  debt  to 
escape  a  takeover)  is  ready  to  sacrifice 
precious  cash  flow  for 
market  share. 

Who  wins?  According 
to  Goldfarb,  the  chief  ben- 
eficiary may  be  the  num- 
ber three  producer,  the 
relatively  unleveraged 
Georgia-Pacific.  It  can  go 
after  market  share  with- 
out having  to  worry  about 
rivals  cutting  prices  to 
stop  it. 
Some  competitors  of 
V\  companies  that  have  been 
leveraged  are  only  now  be- 
ginning to  think  seriously 
of  exploiting  their  rivals' 
situation.  James  F.  Nord- 
strom, cochairman  of  re- 
tailer Nordstrom,  Inc.  in 
Seattle,  says  he  may  be- 
come more  aggressive 
against  leveraged  rivals. 
"They  pay  a  lot  more  in- 
terest than  we  do  as  a  per- 
cent of  their  sales,"  says 
Nordstrom.  "We  should 
have  an  advantage. 
Whether  we  use  it  or  not  is  up  to  us." 
Nordstrom  sees  potential  advantages 
in  pricing  its  merchandise  and  in  store 
maintenance.  "They  don't  seem  to  be 
remodeling  their  stores  as  quickly  as 
they  used  to,"  he  says  of  leveraged 
competitors. 

Nordstrom  says  he  is  sure  of  one 
competitive  advantage:  retaining  and 
motivating  employees  through  profit 
sharing.  Many  of  his  leveraged  com- 
petitors, he  notes,  "don't  have  any 
profits.  It's  hard  to  have  profit  sharing 
when  you  don't  have  profits." 

If  an  economic  downturn  develops 
and  cash  flow  dries  up,  the  leveraged 
ones  could  be  in  deep  trouble.  Then 
their  less  leveraged  rivals  could  step 
in  and  pick  up  the  pieces.  In  the  past, 
often,  cash  has  been  king.  It  will  again 
be  one  day  soon.  ■ 
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Not  long  ago  the  pioneering  Japanese  ship- 
building industry  was  left  for  dead.  Now  it 
is  booming  again. 


The  Japanese 
do  it  again 


By  Andrew  Tanzer 


T|  wo  years  ago  people  wondered 
if  Hitachi  Zosen  Corp.  would 
survive.  From  1985  through 
1988  the  century-old  Japanese  ship- 
builder piled  up  losses  of  over  $1  bil- 
lion and  shed  75%  of  its  work  force. 
How  could  Japan,  a  high-wage  coun- 
try, possibly  compete  in  a  labor-inten- 
sive industry  like  this?  But,  unlike 


U.S.  commercial  shipyards  beset  with 
high  wages  and  the  worldwide  prob- 
lem of  overcapacity,  the  Japanese  did 
not  give  up. 

A  lot  of  other  people  did.  World 
shipbuilding,  slammed  by  wild  specu- 
lation just  before  the  first  oil  crisis  of 
1973-74,  went  into  a  deep  depression. 
From  1982  to  1985,  30%  of  the 
world's  tankers  were  scrapped,  most 
of  them  turned  into  steel  reinforcing 


Ra^a  sun/km  jrkci 


I  uiiilcr  construction  in  Mitsubishi  Henry  Industries  shipyard 
A  winning  blend  of  price,  quality  and  service. 


bars  in  Taiwanese  shipbreaking  yards. 

Korea,  the  second-largest  builder  af- 
ter Japan,  expanded  aggressively  dur- 
ing the  early  1980s  by  offering  rock- 
bottom  prices,  such  as  $40  million  for 
a  very  large  crude  oil  carrier  (vlcc). 
But  rocketing  wages,  a  rising  curren- 
cy, higher  raw  material  costs  and  la- 
bor strikes  have  devastated  the  indus- 
try. In  1987-88  the  four  major  Korean 
shipbuilders  lost  $600  million,  and 
this  year  the  government  had  to  bail 
out  Daewoo,  the  country's  second- 
largest  builder  after  Hyundai. 

But  the  nearly  15 -year  depression 
has  finally  ended.  The  industry 
touched  bottom  in  1988,  when  10.9 
million  gross  tons  of  ships  were  com- 
pleted, down  70%  from  the  peak  year 
of  1975.  From  that  bottom,  the  indus- 
try has  turned  up  with  big  gains  this 
year,  when  world  ship  orders  surged 
54%  from  January  through  June,  to 
8.75  million  tons. 

The  demand  for  seaborne  capacity 
has  increased  steadily  the  past  few 
years  because  of  low  oil  prices  and 
strong  world  economic  growth.  "Idle 
vlccs  have  all  been  put  into  full  oper- 
ation because  of  the  increase  in  U.S. 
oil  imports,"  reports  Nobuhiko  Oma, 
a  director  of  Ishikawajima-Harima 
Heavy  Industries  Co.  (ihi),  Japan's 
second-largest  shipbuilder.  Increased 
shipments  of  grain  and  of  iron  ore  and 
coal  for  steel  have  strengthened  the 
dry  bulk  carrier  sector. 

Today  Hitachi  Zosen's  shipyards 
are  booked  for  two  years  ahead  and 
the  company  is  turning  away  new  or- 
ders. Security  analysts  project  the 
shipbuilder  will  show  pretax  earnings 
of  $200  million  next  fiscal  year,  and 
its  stock  price  has  quintupled  since 
the  start  of  1988. 

Some  analysts  predict  a  shortage  of 
shipbuilding  capacity  by  the  mid- 
1990s.  The  vlccs  built  during  the 
mid-1970s  are  aging  and  will  need  to 
be  replaced.  Analysts  project  ship  or- 
ders of  over  $200  billion  in  the  1990s. 
And  prices  have  never  been  higher — 
at  least  in  nominal  U.S.  dollar  terms. 
For  example,  the  price  of  a  standard 
250,000  deadweight  ton  (dwt)  very 
large  crude  oil  carrier  is  now  $80  mil- 
lion, double  the  level  in  1985  and  50% 
up  on  the  price  in  early  1988.  Some 
Japanese  builders  expect  to  see  very 
large  crude  oil  carriers  go  for  $100 
million  in  two  years. 

Japan  and  Hitachi  Zosen  got 
through  the  worldwide  shipbuilding 
slump  with  some  old-style  industrial 
policy  and  government  intervention. 
In  1987-88  the  Ministry  of  Transport 
forced  Japan's  44  shipbuilders  into 
eight  groups  and  leaned  on  them  to 
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cut  building  capacity  by  24% ;  the  in- 
dustry slimmed  down  its  work  force 
by  45%. 

Why  couldn't  the  industry  just  let 
the  market  work?  "We  have  over  40 
shipyards,"  says  Yoshio  Miwa,  a  di- 
rector of  Hitachi  Zosen.  "They  can't 
react  to  the  market.  We  need  a  big 
voice  to  organize  them."  So  in  1987 
the  shipbuilding  industry  got  permis- 
sion from  the  government's  compli- 
ant Fair  Trade  Commission  to  form 
what  the  Japanese  call  a  "depression 
cartel."  This  allowed  the  industry  to 
fix  a  production  ceiling — this  year 
only  half  of  the  industry's  physical 
capacity — to  help  push  up  prices.  The 
production  quotas  put  the  industry  on 
a  diet  of  higher-priced,  more  profit- 
able orders. 

The  cartel  was  dissolved  at  the  end 
of  September  1989,  mission  accom- 
plished. Today,  Japan  enjoys  just 
short  of  half  of  the  world's  market  for 
shipbuilding.  Despite  the  70%  appre- 
ciation of  the  yen  since  1985,  no  one 
can  beat  Japanese  shipyards'  combina- 
tion of  price,  quality,  service  and 
punctual  delivery. 

Having  watched  their  foreign  com- 
petitors scale  way  back  or  drop  out, 
the  Japanese  are  sitting  pretty.  Today 
the  biggest  problem  facing  Japan's 
shipyards  is  a  labor  shortage.  This 
dirty,  difficult  industry  is  having  trou- 
ble attracting  engineers  and  blue-col- 
lar workers  in  Japan's  booming  econo- 
my. The  average  age  of  a  shipyard 
worker  is  over  40.  "Young  people  are 
escaping  from  manufacturing  and  go- 
ing into  paper-shuffling  industries," 
grouses  Oma. 

Repeatedly  burned  in  the  1970s  and 
1980s,  Japanese  shipbuilders  are  now 
vowing  to  be  selective  in  accepting 
orders  and  to  refrain  from  increasing 
capacity.  "We  know  shipping  has  a 
nature  of  gambling,"  explains  Oma. 
"We  will  not  accept  orders  from  spec- 
ulators. We  don't  want  a  boom  like  15 
years  ago."  Just  to  make  sure,  the 
Ministry  of  Transport  says  it  won't 
license  the  industry  to  expand. 

So  Japan  continues  to  dominate  this 
industry  that  many  people  thought 
would  die  out  in  a  high-wage,  high- 
currency  economy.  "In  50  years,"  pre- 
dicts Takao  Shinohara,  a  Ministry  of 
Transport  official,  "Japan  will  still  be 
the  biggest  shipbuilder  in  the  world." 
A  cocky  forecast,  but  Japanese  ship- 
builders have  good  reason  to  expect  a 
favorable  wind  in  the  1990s. 

"Shipping  is  just  like  a  commod- 
ities or  stock  market,"  explains  Hi- 
tachi Zosen's  Miwa.  That  is  a  long- 
term  way  of  looking  at  things  that 
few  U.S.  business  people  can  afford. 
Unfortunately.  ■ 


Back  from  a  watery  grave 


The  gap  between  the  volume  of  seaborne  trade  and  the  ships  available  to 
handle  that  trade  has  been  narrowing  gradually  for  the  past  several  years. 
No  surprise,  then,  that  as  demand  for  this  capacity  increases,  fewer  and 
fewer  ships  are  in  mothballs. 


■  World  fleet 
(millions  of  DVVT1 
900 


Seaborne  trade  ■ 
(billion  tonne-miles) 
124 


Est 


70 


'75 


80 
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Tonnage  laid  up 
(millions  of  DWTI 
90 


•77 


'80 


'85 
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Source  Feamleys  Review 


Environmental  companies  are  going  pub- 
lic at  a  rapid  pace.  If  the  past  be  guide, 
many  of  them  will  disappoint  investors. 

Danger: 
hazardous  stocks 


By  Roth  Simon 


EVER  ON  THE  SEARCH  for  things  tO 
weave  "stories"  around,  Wall 
Street  has  latched  again  onto 
environmentalism.  So  far  this  year  at 
least  13  environmental  companies 
have  gone  public,  aiming  to  grow  by 
removing  asbestos,  making  pollution 
control  equipment  and  cleaning  up 
hazardous  waste.  Three  new  funds 
have  been  organized — by  Fidelity, 
Freedom  Capital  Management  and 
Merrill  Lynch — to  buy  shares  of  envi- 
ronmental outfits.  The  goal  is  to  catch 
a  profitable  play  like  Waste  Manage- 
ment, the  nation's  largest  landfill  op- 
erator, whose  share  price  has  climbed 


almost  50%  since  January. 

A  few  weeks  ago  nearly  500  money 
managers  and  other  investors  crowd- 
ed into  New  York's  Plaza  Hotel  for 
Alex.  Brown  &  Sons'  annual  seminar 
on  environmental  stocks.  That  is  dou- 
ble the  turnout  just  two  years  ago. 

Why  the  environmental  fever?  One 
big  reason  is  that  annual  spending  on 
cleanup  and  pollution  control  is  ex- 
pected to  rise  to  S200  billion  by  1994, 
twice  this  year's  level. 

So  how  are  environmental  stocks 
doing?  Not  very  well.  Less  than  half  of 
the  61  environmental  companies  in 
the  Forbes  ipo  database  have  outper- 
formed the  s&p  500  since  their  initial 
offering,  "ipo  performance  has  been 


FORBES,  OCTOBER  16,  1989 


41 


little  better  than  throwing  darts," 
says  Kidder,  Peabody  waste  services 
analyst  Marc  Sulam. 

Remember  Control  Resource  In- 
dustries and  Asbestec  Industries,  two 
companies  that  went  public  in  the 
mid-1980s?  They  planned  to  make 
millions  removing  asbestos  from 
schools  and  office  buildings.  But  As- 
bestec filed  for  reorganization  under 
Chapter  11  of  the  bankruptcy  code 
last  year.  Control  Resource  now 
trades  at  4,  down  from  an  initial  price 
of  5  and  a  high  of  24V2. 

Then  there  are  the  score  of  compa- 
nies that  hoped  to  make  it  big  by 
cleaning  up  the  nation's  toxic  waste 
sites.  Most  stumbled  after  a  year  or 
two  of  impressive  growth. 

Industry  stalwarts  like  Waste  Man- 
agement, Browning-Ferris  and  Cham- 
bers Development  have  already  made 
big  money  in  the  environmental  busi- 
ness, and  they  can  be  judged  by  more 
conventional  benchmarks,  including 
quarterly  changes  in  earnings.  But 
with  the  fledgling  companies,  it  isn't 
always  so. 

Yes,  many  of  today's  newly  public 
environmental  outfits  have  real  cus- 
tomers, fast-growing  sales  and,  in 
most  cases,  significant  earnings.  But 
betting  on  their  future  is  a  tough  call. 
Part  of  the  problem  is  that  many  are 
in  businesses  like  consulting,  engi- 
neering and  cleanup.  Such  outfits  rely 
mainly  on  a  few  big-ticket  contracts. 
Unlike  a  tire  manufacturer  or  cookie- 
maker  that  has  thousands  or  even 
millions  of  customers,  small  environ- 
mental outfits  can  see  a  quarter 
ruined  by  bad  weather,  a  delay  in  sign- 
ing a  contract  or  the  loss  of  a  single 
customer. 

Wall  Street — ever  the  taskmaster — 
doesn't    take   such   disappointments 


Chas  B  Slackman 


lightly.  Take  Sevenson  Environmen- 
tal Services,  for  example.  The  toxic 
waste  cleanup  company  came  public 
this  spring  with  a  bright  outlook,  but 
last  month  dropped  I'A  points,  to 
193/»,  when  analysts  lowered  their  rat- 
ings for  the  company  because  of  a 
lower  than  expected  backlog  of  con- 
tracts. "I  keep  telling  investors  that  if 
they're  very  much  concerned  with 
progression  from  quarter  to  quarter 
this  isn't  for  them,"  says  William 
McDermott,  chief  financial  officer  for 
Sevenson,  best  known  for  its  cleanup 
work  at  Love  Canal. 

Another  sticky  problem:  It  can  take 
years  to  translate  environmental  leg- 
islation into  sales  and  profits.  The 
federal  Superfund  program,  for  exam- 
ple, was  created  in  1980  to  clean  up 


the  country's  toxic  waste  sites,  a  task 
that  could  cost  $500  billion  or  more. 
But  actual  spending  has  been  slower 
than  anticipated,  restricting  sales  and 
profits  at  companies  like  ohm  Corp., 
Riedel  Environmental  and  Canonie 
Environmental. 

Or  take  Gundle  Environmental,  the 
nation's  leading  maker  of  plastic  lin- 
ers for  landfills.  Gundle  expected 
sales  to  increase  this  year  because  of 
stricter  landfill  standards,  but  confu- 
sion over  the  new  rules  actually  led 
some  customers  to  delay  orders.  That, 
plus  bad  weather  and  other  problems, 
caused  the  company's  shares  to  fall 
nearly  4  points  in  one  day. 

Similar  problems  could  beset  Air  & 
Water  Technologies,  a  pollution  con- 
trol firm  that  came  public  in  August 
at  the  peak  of  excitement  about  Presi- 
dent Bush's  Clean  Air  bill.  Capitaliz- 
ing on  the  enviromental  euphoria  that 
followed  the  President's  speech,  Air 
&  Water  shares  jumped  Wi,  to  I8V2  a 
share  right  after  the  initial  offering, 
before  sliding  back  to  a  recent  price  of 
163/8.  The  company  can  hardly  be  said 
to  have  things  made:  It  lost  nearly  $12 
million  on  sales  of  $440  million  in 
fiscal  1988. 

Most  of  the  players  in  the  environ- 
mental business  today  are  local  or  re- 
gional, working  in  particular  niches  of 
the  business.  Though  they  may  have 
high  hopes  of  expanding  nationally  or 
moving  into  other  areas  of  pollution 
control,  the  fact  is  that  few  so  far  have 
succeeded.  Also  crimping  expansion 
is  the  fact  that  experienced  workers  in 
this  young  industry  are  hard  to  find. 

Here,  if  ever  there  was  one,  is  a  field 
where  the  investor  would  do  well  to 
diversify  or  to  invest  with  the  profes- 
sional knowhow  of  a  good  mutual 
fund  manager.  ■ 


Environmental  fever 

Picking  winners  isn't  easy.  The  new  issues  listed  below    mental  stocks.  But  don't  be 
have  all  benefited  from  Wall  Street's  fervor  for  environ-    these  companies  stumble. 
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Leveraged  buyout  mania,  having  swept  the 
U.S.  and  now  Britain,  is  beginning  to  in- 
fect West  Germany  as  well. 


Sprechen  Sie  LBO? 


By  Peter  Fuhnnan 


Stolid  and  cautious,  the  man- 
agers of  West  Germany's  big- 
gest banks  and  industrial  com- 
panies look  on  leveraged  management 
buyouts  as  frightening  and  foreign. 
Not  even  one  of  the  country's  450 
publicly  traded  companies  has  yet 
been  set  upon. 

Germany's  300,000  family-owned 
firms,  however,  are  another  story. 
Here,  the  leveraged  takeover  business 
is  starting  to  rush  ahead,  with  $500 
million  in  deals  completed  this  year, 
more  than  four  times  the  1988  level. 

Says  Thomas  Matzen,  who  at  40  is 
the  managing  director  of  the  Ham- 
burg branch  of  the  old-line  British 
merchant  bank  J.  Henry  Schroder, 
"Germany  may  never  see  leveraged 
management  buyouts  on  the  enor- 
mous scale  of  rjr  Nabisco,  but  the 
number  of  deals  will  go  on  increasing 
rapidly." 

Until  three  years  ago,  Matzen,  a 
German  national,  was  a  financial  ex- 
ecutive in  Europe  with  the  U.S.  candy 
and  pet  food  group  Mars.  He  is  now 
one  of  the  busiest  dealmakers  in  Ger- 
many. In  the  last  two  years,  under 
Matzen 's  Leadership,  Schroders  orga- 
nized bank  financing  and  new  equity 
for  management  buyouts  of  17  private 
companies.  Matzen  plans  to  bring 
these  companies  public  within  the 
next  two  years,  reaping  substantial 
profits  for  Schroders  and  the  Pruden- 
tial Life  Insurance  Co.  of  America, 
lead  investor  in  Schroders'  $75  mil- 
lion buyout  fund. 

Matzen  concentrates  solely  on  the 
family-run  firms  known  in  Germany 
as  Mittelstanden  These  companies, 
with  annual  sales  of  between  $5  mil- 
lion and  $250  million,  are  a  mainstay 
of  Germany's  export-driven  economy. 


Many  Mittelstanden  were  set  up  in  the 
early  postwar  years  and  are  still 
owned  and  managed  by  their 
founders.  As  with  many  family  busi- 
nesses in  the  U.S.,  a  growing  number 
of  Mittelstanden  have  tax  and  manage- 
ment succession  problems,  as  the 
founders  near  retirement. 

Just  as  important:  a  recent  change 
in  German  capital  gains  tax  law.  Be- 
ginning next  year,  the  German  gov- 
ernment will  eliminate  a  50%  break 
in  the  tax  payable  on  the  proceeds 
from  the  sale  of  many  middle-size 
companies.  Companies  are  rushing  to 
cash  out  at  the  lower  rates. 

Matzen  often  finds  himself  explain- 
ing to  Mittelstanden  owners  the  rudi- 
ments of  leveraged  finance,  like  the 
meaning  and  importance  of  cash  flow. 
There's  a  new  Americanized  argot  to 
learn  as  well,  with  words  like  "der 
lbo"  and  "der  leverage."  Like  many 
Americans  in  this  kind  of  action,  Mat- 


zen looks  mainly  for  companies  in 
mature  industries  with  strong  cash 
flows,  low  indebtedness  and  pretax 
profit  margins  of  at  least  10%. 

Karl  Brandt's  company,  Brandt 
Group  GmbH,  fit  the  bill  exactly.  Af- 
ter 20  years  as  a  maker  of  men's  coats, 
the  Brandt  Group  was  solidly  profit- 
able with  $30  million  in  sales.  At  51 
years  old  and  with  no  family  member 
set  to  take  over  the  company,  Karl 
Brandt  began  talking  to  Schroders. 

In  April  last  year,  Brandt  sold  out  to 
Schroders  for  about  five  times  his  an- 
nual pretax  earnings.  German  compa- 
nies still  sell  at  affordable  multiples 
compared  with  U.S.  firms,  which 
have  been  going  recently  for  upwards 
of  seven  times  pretax  income.  "The 
level  of  awareness  about  leveraged 
buyouts  is  still  low,"  says  Matzen. 
"But  that  means  so  are  prices  for  Ger- 
man companies." 

In  buying  out  Brandt,  Schroders  put 
up  15%  in  equity  and  financed  the 
rest  with  five-year  bank  debt. 
Schroders,  through  its  buyout  fund, 
kept  most  of  the  equity,  but  reserved  a 
minority  stake  for  Karl  Schiltz,  the 
new  manager  brought  in  to  run  the 
company. 

Once  Matzen  completed  the  pur- 
chase of  Brandt,  he  quickly  bought 
out  four  other  Mittelstanden  textile 
companies  under  financing  terms 
similar  to  those  accepted  by  Karl 
Brandt.  These  companies  were 
merged  by  Schroders  into  a  new  hold- 
ing company,  Brandt  Holding  GmbH, 
now  the  fifth-largest  textile  group  in 
Germany,  with  aggregate  sales  of 
$170  million. 

The  idea  behind  the  merger  is  to 
form  an  entity  powerful  enough  to 
compete  in  international  markets  and 

Bemd-Chnsiian  Moller  Focuv-Contact 


Wornas  Matzen  of  Schroders  with  Brandt  Holding's  Karl  Schiltz 

"The  level  of  awareness  is  still  low,  but  that  means  so  are  prices. 
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better  placed  to  exploit  the  market- 
opening  measures  to  be  introduced  in 
Europe  by  year-end  1992. 

By  April  of  next  year,  after  paying 
off  about  half  the  bank  debt,  Matzen 
plans  to  sell  Brandt  Holding  to  the 
stock  market.  At  current  market  mul- 
tiples, Brandt  should  fetch  between 
$150  million  and  $180  million.  On  a 
thin  15%  equity  investment,  Schro- 
ders'  investors  look  likely  to  quadru- 
ple their  money. 

Why  then  haven't  Germany's  man- 


agement buyout  specialists  followed 
their  U.S.  counterpart  and  begun  carv- 
ing up  the  country's  giant  publicly 
listed  companies?  They'd  love  to,  but 
Germany's  biggest  companies  are  ef- 
fectively bid-proof.  Generally,  the 
majority  of  their  equity  is  held  by  a 
cozy  circle  that  includes  their  banks 
and  major  clients.  Legal  obstacles  also 
bar  the  way  to  hostile  takeovers. 

Where  in  all  this  are  the  U.S.'  big 
dealmakers?  Nowhere.  They  seem  to 
have  their  hands  full  at  home  and,  on 


a  smaller  scale,  in  the  U.K.  Germany 
seems  exotic  territory  to  them.  So 
British  firms  like  Schroders  and  Bar- 
ing Brothers  are  getting  the  lion's 
share  of  the  action.  For  now,  the 
American  role  in  Germany's  takeover 
business  is  confined  to  banks  that  pro- 
vide cash-flow-based  lending  to  deal- 
makers  like  Schroders.  Most  active: 
Frankfurt  offices  of  Bankers  Trust  and 
Security  Pacific.  J. P.  Morgan  and  Citi- 
bank are  looking  to  expand  their  lbo 
financing  in  Germany.  ■ 


For  two  decades  now  Jay  Forrester  has 
been  peering  off  into  the  future.  Why  is  it 
that  all  he  ever  sees  is  black? 


By  Ronald  Bailey 


Dr.  Doom 


Ever  since  its  publication  in 
1972,  The  Limits  to  Growth  has 
been  the  bible  of  what  might  be 
called  religious  environmentalism, 
the  sort  that  predicts  doom  for  the 
human  race  for  its  alleged  sins  against 
nature. 

This  doomsday  compendium  was 
based  on  the  work  of  fay  Forrester, 
now  71,  a  professor  of  management  at 
mit.  Forrester  derived  his  apocalyptic 
conclusions  from  a  computer  model 
he  created  for  the  Club  of  Rome,  a 
group  of  international  businessmen 
and  academics  who  had  set  them- 
selves the  impressive  task  of  address- 
ing the  "predicament  of  mankind." 

Limits  to  Growth  sold  millions  of 
copies  in  20  languages.  It  made  an 
increasingly  affluent  world  feel  in- 

Nubjr  Ak-xaman 
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Waiting  for  the  apocalypse. 
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creasingly  guilty  about  its  affluence. 

And  it  has  been  about  as  wrong- 
headed  as  it  is  possible  to  be. 

Limits  to  Growth  predicted  that  at 
1972  rates  of  growth  the  world  would 
run  out  of  gold  by  1981,  mercury  by 
1985,  tin  by  1987,  zinc  by  1990,  petro- 
leum by  1992,  copper,  lead  and  natu- 
ral gas  by  1993. 

Not  quite.  The  U.S.  Bureau  of 
Mines  now  estimates  that,  at  current 
levels  of  production,  world  reserves  of 
mercury  will  last  20  years;  tin,  24 
years;  zinc,  21  years;  and  copper,  41 
years.  And  these  estimates  don't  take 
into  account  the  fact  that  modern 
manufacturing  techniques  rely  less 
and  less  on  such  metals.  Proven  re- 
serves of  petroleum  are  now  expected 
to  last  32  years  and  natural  gas  will 
last  58  years  at  1986  production  rates. 
What's  more,  new  discoveries  are  add- 
ing to  these  reserves  every  year. 

Asked  about  these  figures,  Forrester 
drily  notes,  "I  think  in  retrospect  that 
Limits  to  Growth  overemphasized  the 
material  resources  side." 

Okay,  then,  let's  look  at  some  of  his 
other  predictions.  Forrester  suggested 
that  food  shortages  would  soon  be 
upon  us.  That's  news  for  farmers  who 


were  pressed  to  the  brink  by  declining 
crop  prices.  The  World  Resources  In- 
stitute notes:  "Over  the  past  two  de- 
cades, total  world  food  output  ex- 
panded, outpacing  demand.  As  a  re- 
sult, in  recent  years,  prices  of  major 
food  staples  in  international  markets 
declined  in  real  terms." 

Forrester  wrote  that  population 
growth  was  completely  out  of  hand. 
He  expected  it  would  only  be  stopped 
by  famine  or  pollution  crises.  But 
even  before  he  made  these  dire  predic- 
tions, the  population  growth  rate  had 
peaked,  in  the  1960s,  and  was  gradual- 
ly slowing  down.  The  consensus 
amongst  demographers  today  is  that 
100  years  hence  world  population  will 
level  at  a  manageable  10  billion. 

The  final  limit  that  concerned  For- 
rester was  pollution,  which  he  said 
would  bring  doom  as  a  spendthrift 
humanity  choked  on  foul  air.  Even  if 
humanity  were  technologically  capa- 
ble of  reducing  pollution  per  person 
by  30%,  Forrester  said,  the  crisis 
would  be  postponed  by  only  20  years. 

Professor  Forrester's  views  on  the 
economy  are  no  less  grim.  He  says  his 
recent  research  indicates  that  the 
world  is  at  the  peak  of  a  Kondratieff 


cycle  (Forbes,  Nov.  9, 1981).  From  here 
it  is  all  downhill.  When  will  the  se- 
vere economic  downturn  come?  For- 
rester is  a  little  vague.  Says  he,  "The 
1980s,  as  did  the  1920s,  show  the  eco- 
nomic conditions  typical  of  peak  and 
postpeak  long- wave  behavior." 

If  that  frightens  you,  take  cheer 
from  what  happened  to  Forrester's 
last  batch  of  prognostications.  In 
1982,  when  the  gnp  was  24%  lower 
than  it  is  today  and  the  Dow  indus- 
trials 63%  lower,  he  told  Forbes: 
"Current  economic  conditions  are 
much  like  those  at  a  peak.  Similar 
conditions  last  occurred  in  the  1920s 
at  the  previous  long-wave  peak." 

Forrester  believes  he  has  a  partial 
solution  to  the  economic  problems  he 
says  are  leading  us  to  economic  doom: 
"If  we  would  just  raise  our  import 
duties  high  enough  to  force  a  balance 
of  trade;  apply  that  money  to  balanc- 
ing the  federal  deficit;  and  use  the 
shortage  of  imported  goods  to  reestab- 
lish manufacturing  and  create  jobs  in 
this  country.  We  could  put  those  jobs 
in  the  inner  cities  where  there's  un- 
employment and  become  a  more  self- 
sufficient  economy." 

Right,  professor.  ■ 


Everybody's  going  to  be  talking  about  a 
new  book,  The  End  of  Nature.  It  is  such 
garbage  that  we  couldn  V  decide  whether*  to 
ignore  it  or  to  warn  readers  against  wast- 
ing their  money  on  it.  Thrift  won. 

Hi  there,  Bambi 


By  Ronald  Bailey 


^at 


Anyone  who  had  Hurricane 
Hugo  slam  the  roof  off  his 
i  house  or  any  poor  peasant  in 
the  Third  World  who  goes  hungry  be- 
cause of  drought  or  a  plague  of  locusts 
knows  full  well  that  nature,  untamed 
by  man,  is  very  far  from  being  bencvo 
nt  But  then  Caribbean  islanders 
tncan  peasants  are  not  the  mar- 
Bill  McKibben's  obscenely 
mpeted  new  book  The  End  of  Nature 
louse,  $19.95,  226  pp.).  End 
*  i  chiefly  by  comfortable, 


uppcr-middle-class  urbanites  and  sub- 
urbanites, whose  exposure  to  nature 
has  probably  been  limited  to  swatting 
mosquitoes  on  a  picnic  or  getting 
caught  in  a  storm  on  a  weekend  hike. 
McKibben,  a  former  Talk  of  the 
Town  writer  for  The  New  Yorker,  spe- 
cializes in  delicate  meditations  decry- 
ing the  crass  materialism  of  our  age. 
He  yearns  to  return  to  a  nature  "inde- 
pendent" of  mankind.  Of  course,  "in- 
dependent" nature  once  spawned  the 
plague  that  killed  one-quarter  of  the 
population  of  Europe  in  the  Middle 
Ages.  The  same  independent  nature 


bound  most  of  mankind  to  stoop  la- 
bor. But  never  mind:  People  like 
McKibben  and  his  admirers  weren't 
raised  on  history  but  on  a  Walt  Disney 
view  of  nature. 

For  McKibben,  nature  is  solely  a 
"sweet  and  wild  garden."  Hi  there, 
Bambi.  This  silly  book  expresses  the 
hope  that  man  will  choose  "to  sink 
back  into  the  natural  world."  Pick 
that  cotton,  man,  tote  that  bale.  Rise 
with  the  dawn  and  sink  into  bed  with 
the  darkness. 

McKibben  is  what  Andrew  Solow  of 
Woods  Hole  Oceanographic  Institu- 
tion calls  an  apocalypse  abuser.  This 
particular  apocalypse  will  be  brought 
about  in  part  by  the  "greenhouse  ef- 
fect" that  we've  heard  so  much  about 
lately.  According  to  McKibben,  the 
earth  is  doomed  to  warm  up  by  as 
much  as  8  degrees  Fahrenheit  as  a 
result  of  heedless  industrialization. 
He  predicts  rising  seas,  bigger  hurri- 
canes, longer  droughts  and  hotter 
weather.  Willard  Scott  and  other  TV 
weathermen  have  their  work  cut  out 
for  them.  The  theory  is  that  carbon 
dioxide  released  by  burning  coal  and 
oil  traps  heat  from  the  sun  like  a 
greenhouse,  not  letting  it  radiate  back 
into  space,  thus  heating  up  the  earth. 
The  hot  summer  of  1988  fueled  hyste- 
ria in  the  media  and  in  Congress. 

But  then  1989  turned  out  to  be  cool 
and  wet. 
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Before  you  flee  to  the  woods  on  a 
cool  mountaintop  to  escape  this  new 
Flood,  it's  a  good  idea  to  trace  McKib- 
ben's  ideas  to  their  original  guru.  He's 
physicist  James  Hansen  of  nasa's 
Goddard  Institute  for  Space  Studies. 
In  June  1988  Hansen  testified  before  a 
congressional  committee  that  there 
has  been  worldwide  greenhouse 
warming  of  roughly  1  degree  Fahren- 
heit since  1880.  He  linked  the  warm- 
ing trend  to  the  greenhouse  effect. 

Hansen  is  a  reputable  scientist,  but 
his  views  are  by  no  means  universally 
accepted.  "We  have  no  evi- 
dence whatsoever  that  green- 
house warming  has  begun," 
asserts  mit  meteorologist 
Richard  Lindzen.  The  skepti- 
cal Lindzen  maintains  that 
most  of  Hansen's  claims  are 
exaggerated.  First,  he  points 
out  that  most  of  the  "warm- 
ing" found  in  the  data  oc- 
curred before  1940,  when 
carbon  dioxide  levels  were 
much  lower.  Temperatures 
after  1940  declined  until  the 
mid-1970s  before  they  start- 
ed their  recent  rise. 

Lindzen  also  has  serious 
questions  about  the  tempera- 
ture data  cited  by  Hansen. 
He  points  out  that  the 
"warming"  that  Hansen  says 
has  occurred  is  only  half  of 
what  Hansen's  model  pre- 
dicts. Contrary  to  Hansen's 
predictions,  the  poles  are  ap- 
parently getting  colder,  not 
warmer.  And  finally,  the  data 
on  warming  is  "corrected" 
by  factors  greater  than  the 
trend  it  is  supposed  to  de- 
scribe, making  the  data  sta- 
tistically meaningless. 

Of  course,  McKibben's  ad- 
mirers   would    call    that    quibbling 
when  the  Day  of  Judgment  is  so  close. 

But  the  Day  of  Judgment  was  close 
in  the  1960s  and  1970s,  too,  when  an 
earlier  generation  of  apocalypse  abus- 
ers were  urgently  warning  of  an  im- 
pending lec  Age.  Naturally,  the  apoca- 
lypse abusers  blamed  that  on  lndu^tn 
al  civilization,  too.  Hot,  cold,  there's 
just  no  pleasing  some  folks. 

"When  you  look  at  the  record  of 
climate,  you  see  this  kind  of  fluctua- 
tion going  on  all  the  time,  and  to  say 
that  a  few  warm  decades  means  some- 
thing significant  is  iust  ridiculous," 
says  Woods  Hole's  Andrew  Solow. 

Even   if  the  carbon  dioxide  being 
i  to  the  atmosphere  does  cause 
■  i  enhouse  warming,  many  sci- 
nch as  Veerabhadran  Raman- 
ihe  University  of  Chicago 
i  argue  that  clouds  may 


operate  as  a  negative  feedback  mecha- 
nism, actually  cooling  the  earth. 

Well,  there's  always  "depletion  of 
the  ozone  layer."  McKibben  declares 
it  is  probably  "the  best  example  of  the 
global  nature  of  the  new  pollution." 
The  stratospheric  ozone  (10  to  50  ki- 
lometers up)  stops  most  of  the  danger- 
ous ultraviolet  (uv)  radiation  from 
reaching  the  earth's  surface.  Most 
people  are  familiar  with  uv  radiation, 
since  it  is  what  causes  sunburn. 

A  few  years  back,  an  area  of  reduced 
ozone  was  discovered  over  Antarcti- 


More  hysteria  about  the  greenhouse  effect,  biotechnology 

and  ozone  depletion 


ca.  This  so-called  ozone  hole  develops 
during  the  exceedingly  cold,  dark 
winters  there.  Most  scientists  believe 
that  manmade  chemicals  called 
chlorofluorocarbons  (cfcs)  react  with 
ozone  in  stratospheric  ice  clouds  over 
Antarctica,  cfcs  are  used  as  coolants 
in  refrigerators  and  air  conditioners. 
Recently,  the  industrialized  nations 
signed  the  Montreal  Protocol,  calling 
for  a  50%  cut  in  the  production  of 
cfcs  by  the  end  of  the  century. 

It  may  be  that  the  politicians  are 
overreacting.  "There  is  no  evidence  of 
any  kind  that  there's  been  any  damage 
to  anything,  as  a  result  of  Antarctic 
ozone  depletion,"  flatly  declares  John 
E.  Frederick,  a  professor  of  atmospher- 
ic science  at  the  University  of  Chica- 
go. And  he  ought  to  know,  since  he 
was  cochairman  of  the  scientific  pan- 
el that  evaluated  the  danger  in  the  un 


1989  Scientific  Assessment  of  Stratospher- 
ic Ozone.  He  thinks  the  ozone  hole  is 
likely  confined  to  the  stratospheric 
ice  clouds  over  the  Antarctic.  Expedi- 
tions to  the  Arctic  failed  to  find  a 
Northern  Hemisphere  ozone  hole. 

Frederick  also  dismisses  the  horror 
stories  of  epidemics  of  skin  cancer 
that  will  purportedly  be  caused  by 
increased  uv  as  "science  fiction." 
"You  would  experience  a  much  great- 
er increase  in  uv  radiation  if  you 
moved  from  New  York  City  to  Wash- 
ington, D.C.  than  you  would  with  the 
level  of  ozone  depletion  that 
may  occur  over  the  next  30 
years,"  he  notes. 

If  ozone  depletion  isn't 
taken  entirely  seriously  by 
Frederick  and  other  scien- 
tists, the  marketing  people 
have  certainly  latched  onto 
it.  Frederick  recently  went  to 
buy  a  new  pair  of  glasses.  The 
clerk  earnestly  told  him  the 
glasses  had  a  special  coating 
that  would  block  the  uv  radi- 
ation that  was  coming 
through  the  ozone  hole. 

You  won't  buy  ozone 
holes?  McKibben  points  to 
biotechnology,  which  he 
calls  "the  second  end  of  na- 
ture." In  his  attack  on  bio- 
tech,  he  puts  himself  square- 
ly on  the  side  of  those  folks 
who  used  to  say,  "If  man 
were  meant  to  fly,  then  God 
would  have  given  him 
wings." 

McKibben,  of  course,  has 
his  heroes.  It's  not  the  Sierra 
Club  or  the  Environmental 
Defense  Fund.  Instead,  he 
chooses  Earth  First!,  which  is 
a      radical      environmental 

fringe  group  that  apparently 

regards  mankind  itself  as  some  kind 
of  a  scourge.  One  Earth  Firster  in  a 
rhapsodic  moment  welcomed  the 
aids  epidemic.  "If  radical  environ- 
mentalists were  to  invent  a  disease  to 
bring  human  population  back  to  eco- 
logical sanity,  it  would  probably  be 
something  like  aids,"  wrote  one  regu- 
lar contributor  to  the  group's  newslet- 
ter. Furthermore,  "It  has  the  potential 
to  end  industrialism,  which  is  the 
main  force  behind  the  environmental 
crisis." 

Damn  good  thing  McKibben  and 
his  sort  weren't  around  when  some 
primitive  man  first  confined  fire. 
They  probably  would  have  formed  a 
circle  and  urinated  on  it  to  avoid  an- 
noying the  gods. 

Okay,  buy  the  book  if  you  can't 
resist  all  the  hype.  But  don't  say  we 
didn't  warn  you.  ■ 
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Now,  MSA  allows  computer  systems  to  be  something  they  never  really  were 

before:  the  right  tool  for  every  task. 

While  many  computer  systems  are  adept  at  solving  large,  complex  problems,  they're  often  ill-suited  for 
solving  those  of  a  more  modest  nature.  The  result  is  wasted  effort  and  lost  productivity.  Not  the  ideal  state  of 
affairs  for  a  company  wishing  to  survive  the  rigors  of  a  tough  marketplace. 

Clearly,  the  more  closely  a  solution  fits  a  problem,  the  better.  With  that  simple  truth  in  mind,  MSA  has 
developed  a  complete  software  offering  that  heightens  the  efficiency  of  your  information  systems.  It's  based 
on  two  remarkable  new  lines  of  software:  BrightView™  and  SmartView. 

BrightView.  Using  resources  that  are  not  only  more  efficient, 

but  100  times  less  expensive. 

Every  time  the  host  computer  is  called  upon  to  perform  a  task,  it  costs  your  company 
money.  Lots  of  it. 

Instead  of  taking  this  rather  pricey  route,  MSA's  BrightView  allows  for  the  use  of  a 
vastly  underused  resource— the  PC.  Now,  through  the  power  of  cooperative  processing, 
BrightView  allows  the  application  user  to  handle  tasks  in  the  PC's  much  more  cost-effective 
and  friendly  environment. 

Because  BrightView  complies  with  the  CUA  component  of  IBM's  new  SAA  standards  for  the  industry, 
all  applications  have  a  similar  look  and  feel.  So  keyboard  functions  as  well  as  onscreen  color  use  and  pop  up 
windows  remain  consistent.  And  that  effectively  allows  the  user  to  be  more  productive  with  an  application 
without  lengthy  and  costly  training  sessions. 

The  high  degree  of  familiarity  that  BrightView  provides  also  makes  it  much  easier  for  the  user  to  switch 
from  one  application  to  another. 


this  is  an  efficient  way  to  solve  a  problem. 


SmartView.  The  smaller  the  information  load,  the  bigger 

you're  able  to  think. 

When  senior  management  needs  answers,  it  wants  them  to  be  simple, 
direct  and  fast.  And  that  doesn't  mean  wading  through  piles  of  paper 
containing  tons  of  data.  Instead,  SmartView  presents 
information  on  a  touch  screen  which  utilizes  simple 
icons  to  represent  areas  of  prime  concern. 

With  this  tool,  the  top-level  executive  can  not 
only  identify  problem  areas,  but  "drill  down"  through 
the  data  base  to  gather  more  detailed  information  if  needed.  And  all  with  no  more 
technical  ability  than  that  required  to  touch  a  finger  to  a  PC  screen. 


From  now  on  people  will  see  computers  a  little  differently: 
namely  as  labor  saving  devices. 

MSA,  with  a  history  of  over  a  quarter  of  a  century  of  software  development,  has  succeeded  in  truly 
addressing  the  needs  of  everyone  in  your  organization  who  comes  in  contact  with  a  computer.  Everyone  from 
application  users  to  executives.  And,  for  over  a  quarter  of  a  century,  we've  helped  make  these  people  more 
productive  than  ever  before. 

This  task  has  been  accomplished  not  just  because  MSA  offers  state-of-the-art  technology,  but  bee 
we  also  offer  you  a  long-term  relationship  with  the  people  who  created  your  software  in  the  first  place.  The 
people  best  qualified  to  refine,  service  and  update  your  system.  SH.as.SS  SZ 

It's  that  kind  of  thinking  that  assures  your  software  will  remain  a  viable  problem  solver  SS55  'su  £S 
far  into  the  future.  While  other  less  adaptable  systems  merely  become  problems.  SS7SSS5TSSS 

The  Software  Company" 
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If  you're  interested  in  finding  out  more  about  the  right  tools  for  the  task, 
the  right  person  to  contact  is  Robert  Carpenter  at  (404)  239-2000. 


The  Software  Company" 
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If  you  think  the  slump  in  junk  bonds  has 
created  buying  opportunities,  take  care. 
Investing  in  distressed  companies  is  more 
hazardous  than  ever. 

When  vultures  get 
food  poisoning 


By  Howard  Rudnitsky 


A  few  years  ago,  buying  bonds  of 
distressed  companies  was 
b  quite  lucrative.  Practitioners 
of  the  trade,  known  as  vulture  capi- 
talists, would  snap  up  securities  of 
troubled  companies  like  Nucorp, 
Itel  or  Storage  Technology.  Some- 
times they  reaped  annual  returns  as 
high  as  100%. 

Alas,  too  many  people  have  caught 
on  to  the  game.  Money  is  pouring  into 
funds  and  partnerships  organized  to 
deal  in  securities  of  ailing  companies. 
In  the  past  year,  vulture  capitalists 
have  poured  an  estimated  $1.5  billion 
into  bonds  of  bankrupt  and  distressed 
companies,  fishing  for  heady  returns. 
A  few  have  fared  well  this  year  in  a 
handful  of  issues  like  Todd  Shipyards, 
Public  Service  of  New  Hampshire  and 
Eastern  Air  Lines.  But  many  investors 
will  be  lucky  to  get  their  original  in- 
vestments back. 

What's  changed?  Used  to  be  that 


when  a  company  got  into  deep  trou- 
ble, holders  dumped  their  securities 
regardless  of  price,  and  a  handful  of 
informed  buyers  would  get  great  bar- 
gains. Today,  as  the  field  gets  more 
crowded,  those  hefty  returns  are  hard- 
er to  come  by. 

Wilbur  Ross,  of  Rothschild  Inc.,  fi- 
nancial advisers  to  the  creditors  com- 
mittee of  Allegheny  International, 
says  that  today  "when  bankruptcy  is 
declared,  the  company's  securities 
may  even  rise  in  value."  Which  is 
another  way  of  saying  the  market  is 
becoming  more  efficient,  reducing 
chances  for  very  high  returns. 

Also,  many  companies  remain 
stuck  in  bankruptcy  proceedings  for 
long  periods  of  time.  A  case  in  point  is 
the  three-year-old  bankruptcy  pro- 
ceedings of  steelmaker  ltv  Corp.  This 
year  holders  of  ltv  subordinated  de- 
bentures took  yet  another  shellacking 
as  an  unexpected  delay  pushed  down 
the  value  of  a  number  of  ltv  debt 
securities  by  some  30% . 


Ailing  companies  these  days  are  of- 
ten leveraged  buyouts  or  other  re- 
structurings whose  debt  exceeds  the 
realizable  value  of  the  assets.  Much  of 
the  debt  is  unsecured.  This  year's 
wrecks  of  Southmark  Corp.,  Integrat- 
ed Resources  and  Gibraltar  Financial 
were  highly  leveraged  financial  com- 
panies whose  assets  turned  out  to  be 
far  less  than  investors  assumed. 

Non-financial  companies  have  got- 
ten into  trouble,  too.  Witness  Resorts 
International  and  Zapata  Corp.  A 
prime  example  is  Seaman  Furniture 
(seep.  77). 

Investing  amid  this  wreckage  can 
be  treacherous.  In  the  wake  of  take- 
over artist  Robert  Campeau's  finan- 
cial difficulties,  many  of  the  bonds 
issued  to  finance  his  takeovers  of  Al- 
lied and  Federated  Department  Stores 
were  selling  at  what  looked  like  bar- 
gain prices  during  the  summer.  But 
the  bonds  dropped  further  last  month, 
losing  another  30%  of  their  value  in 
just  six  weeks  as  16%  bonds  issued  by 
Campeau's  Federated  Department 
Stores  fell  to  the  mid-50s.  Federated's 
bonds  recovered  somewhat  after 
Campeau  managed  to  obtain  a  $250 
million  loan  from  Olympia  &  York, 
which  is  owned  by  Canada's  Reich- 
mann  family. 

As  newcomers  rush  into  the  market 
for  securities  of  bankrupt  and  trou- 
bled companies  this  year,  the  experi- 
enced players  are  getting  more  and 
more  edgy.  Michael  Price,  a  highly 
successful  value  investor  and  presi- 
dent of  the  Mutual  Series  Fund,  in 
early  August  told  his  investors:  "The 
new  inflow  of  money  into  this  area 
has  diminished  the  attraction  of 
many  of  these  situations.  .  .  .  The 
'supply'  of  securities  has  not  kept 
pace  with  demand.  We  believe  inves- 
tors may  be  disappointed  by  bank- 
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We  get  paid  for  results. 


low  come  no  company 
las  ever  used  this  slogan? 

Given  the  fact  that  results  are  what  business  is  all  about,  isn't  it 
st  a  little  ironic  that  no  company  has  ever  associated  itself  with  the 
iatement  to  the  left?  It  is,  however,  understandable. 

After  all,  if  there  ever  was  a  double-edged  slogan,  this  is  it. 

For,  once  you  promise  results,  you  had  better  be  prepared  to  deliver, 
p  judged,  and  be  held  accountable  for  them. 

At  the  CIGNA  companies,  we  operate  on  a  simple  principle: 
ilients  come  to  us  for  results. 

And  the  reason  they  keep  coming  back  is  because  we  give  them 
Leir  money's  worth. 

By  accepting  that  responsibility,  we  have  become  a  leader  in  many 
i^lds.  Business  insurance.  Employee  benefits.  Managed  health  care, 
bnsion  and  investment  management. 

From  now  on,  you'll  see  the  words— we  get  paid  for  results— next 
i  our  logo.  Not  as  a  window  dressing.  But  rather  because  they  are 
:ie  essence  of  who  we  are  and  what  we  do. 

To  learn  more,  write  One  Liberty  Place,  Dept.  RA,  Phila.,  PA  19103. 
lecause,  if  you're  not  paying  for  results,  what  are  you  paying  for? 


CIGNA 


Where  vultures  dare 


W'  hile  the  market  for  bonds  of  distressed  companies 
is  getting  more  crowded,  two  areas  of  bankruptcy 
investing  remain  the  preserve  of  the  more  sophisticated 
players:  buying  up  bad  bank  loans  and  trade  claims. 

One  longtime  player  in  the  market  for  bum  loans  is 
Neuberger  &  Berman  money  manager  Ronald  LaBow. 
Several  years  ago  LaBow  started  buying  defaulted  bank 
loans  of  bankrupt  Wheeling-Pittsburgh  Steel.  He  now 
owns  about  $275  million  face  value  in  Wheeling-Pitts- 
burgh's bank  paper,  at  a  cost  of  $143  million.  If  he 
succeeds  in  pushing  through  his  reorganization  plan, 
which  is  being  hotly  contested,  LaBow  and  his  inves- 
tors stand  to  get  about  $225  million  in  seven-year,  13% 
notes.  Also,  they  would  get  a  majority  of  Wheeling- 
Pittsburgh's  common  shares,  at  no  cost.  The  stock's 
value:  perhaps  $45  million. 

Now  even  this  market  is  attracting  crowds.  Nowa- 
days there  are  maybe  30  investors  bidding  for  a  bank- 
rupt company's  bank  paper,  where  there  might  have 
been  only  a  half-dozen  a  year  ago. 

Even  harder  to  penetrate  than  the  market  for  bad 
bank  loans  is  the  business  of  buying  and  selling  trade 
claims.  These  are  unsecured  debts  that  bankrupt  com- 
panies owe  to  suppliers.  Unlike  bank  paper,  there  is  no 
well-developed  secondary  market  where  investors  can 
readily  exchange  trade  claims.  Moreover,  trade  claims 
are  usually  acquired  in  smaller  amounts — as  little  as 
$500,000.  So  large  institutional  investors  tend  to  avoid 
the  field. 


Among  the  savvy  players  investing  in  the  claims  field 
are  Mark  Feldman  of  New  York's  Cold  Spring  Manage- 
ment, Randy  Smith  of  R.D.  Smith  and  Jon  Bauer  at 
Oppenheimer  &  Co. 

Bauer  holds  trade  claims  of  Wheeling,  and  in  that 
capacity  is  battling  Neuberger's  Ron  LaBow.  Also  fight- 
ing LaBow's  plan  is  Goldman,  Sachs,  a  big  investor  in 
Wheeling  stock.  Bauer  directly  controls  $40  million 
face  value  of  Wheeling  trade  claims  as  well  as  about 
$100  million  owned  by  others,  all  of  it  purchased  at 
costs  ranging  from  18  cents  to  58  cents  on  the  dollar. 
Even  under  LaBow's  reorganization  plan,  Bauer  and  his 
associates  could  more  than  double  their  investment. 
They  want  even  more. 

A  really  impressive  vulture  score  came  last  year 
when  an  investor  group  led  by  Feldman  quietly  bought 
the  U.S.  government's  claims  against  clc  of  America, 
the  then-bankrupt  St.  Louis  barge  company.  Feldman 
successfully  bid  against  two  companies  to  acquire  those 
and  two  other  bank  claims  for  55  cents  on  the  dollar  and 
thereby  acquired  70%  of  clc  stock  as  well.  Total  cost: 
$24  million. 

With  his  majority  stake,  Feldman  gained  control  of 
the  company  at  a  time  when  barge  prices  were  rebound- 
ing after  a  drought.  His  investors  more  than  tripled 
their  money  in  a  year,  taking  in  about  $83  million  in 
stock  and  cash,  by  selling  out  to  Archer  Daniels  Mid- 
land and  a  firm  controlled  by  investor  Mario  Gabelli. 
Not  a  bad  return— H.R. 


ruptcy  returns  in  the  near  future." 

With  the  turmoil  that  has  buffeted 
the  junk  bond  market  in  recent 
weeks,  Price  now  feels  that  the  supply 
of  troubled  securities  could  increase 
faster  than  he  anticipated.  He  foresees 
several  companies  filing  for  bankrupt- 
cy protection  by  year-end. 

Is  he  then  ready  to  rush  back  in? 
Not  necessarily.  He  warns  that  buy- 
ing distressed  bonds  indiscriminately 
could  prove  costly.  In  particular  he 
cites  the  11.5%  subordinated  deben- 
tures issued  by  Campeau's  Allied 
Stores  unit,  selling  recently  at  about 
$38.  Says  Price,  "Our  analysis  indi- 
cates that  Allied's  debentures  still  re- 
main substantially  overpriced."  Price 
figures  that  the  recent  $250  million 
loan  concluded  by  Campeau  will  help 
get  Allied  through  Christmas,  but  he 
thinks  the  retail  chain  could  run  into 
trouble  again  next  year. 

A  similar  risk  could  face  investors 
in  Texas-based  mortgage  banker  Lo- 
mas  Financial,  which  defaulted  on 
$145  million  of  unsecured  paper. 
Though  the  bonds  have  fallen  by 
some  40%  recently,  says  Price, 
"we've  concluded  they  are  still  over- 
valued." 

What  seasoned  veterans  like  Price 
arc  saying  is  this:  Don't  buy  an  unse- 
cured piece  of  paper  just  because  it 


has  fallen  50%.  In  the  old  days  of 
bankruptcy  investing  it  was  a  pretty 
good  bet,  but  today,  these  securities 
are  just  as  likely  to  fall  further  in  the 
short  term,  and  they  may  not  rise  for  a 
long,  long  time,  if  ever. 

Even  shrewd  investors  have  gotten 
burned  in  this  year's  unpredictable 
bankruptcy  market.  One  such  is  Ran- 
dall Smith,  former  head  of  restructur- 
ing investments  at  Bear,  Stearns.  In 
1985  Smith  started  his  own  firm,  R.D. 
Smith  &  Co.,  to  trade  and  invest  in 
distressed  securities.  Smith's  director 
of  research,  Michael  Singer,  points 
out  that  his  firm  has  made  substantial 
returns  this  year  on  Public  Service 
New  Hampshire  subordinated  deben- 
tures, up  some  50%  since  early  Febru- 
ary. But  it  has  given  some  of  those 
profits  back.  In  a  widely  circulated 
research  report,  early  this  summer 
Smith  recommended  that  clients  in- 
vest in  subordinated  bonds  of  South- 
mark  Corp.,  which  was  headed  to- 
ward bankruptcy  proceedings.  South- 
mark's  bonds  have  since  lost  well 
over  half  their  value. 

Longtime  bankruptcy  players  Harry 
Freund  and  Jay  Goldsmith  of  Balfour 
Investors  have  had  problems  as  well. 
A  few  years  ago  they  bought  about 
$50  million  of  Global  Marine's  subor- 
dinated debt  at  around  20  cents  on  the 


dollar.  In  the  subsequent  reorganiza- 
tion plan,  subordinated  creditors 
went  to  the  end  of  the  line.  Now  the 
converted  bonds  are  worth  about  2  to 
3  cents  per  share.  Freund  and  Gold- 
smith sold  some  of  their  clients' 
Global  bonds  before  they  crashed.  But 
they  admit  to  losing  $13.5  million  on 
Global  Marine  securities. 

Victor  Palmieri,  who  was  involved 
in  Penn  Central's  legendary  turn- 
around from  bankruptcy  in  the  late 
1970s,  has  had  some  tough  luck  in  the 
vulture  business  of  late.  As  head  of  a 
joint  fund  with  Oppenheimer  &  Co., 
Palmieri  spent  about  $14  million  to 
buy  control  of  the  equity,  in  partner- 
ship with  Entertainment  Marketing 
Inc.,  of  distressed  electronics  retailer 
Crazy  Eddie.  But  by  early  1989  virtu- 
ally all  of  the  $14  million  was  lost, 
and  Crazy  Eddie  was  still  a  mess,  with 
allegations  of  fraud  lodged  against  the 
firm's  founder,  Eddie  Antar.  In  May  of 
this  year,  a  chagrined  Palmieri  re- 
leased investors  from  commitments 
to  kick  $56  million  of  fresh  money 
into  the  vulture  fund. 

If  you've  done  well  dealing  in  secu- 
rities of  sick  companies  in  the  past, 
congratulations.  If  you  missed  out  on 
the  game  and  are  eager  to  make  up  for 
lost  time,  our  advice  is:  Leave  the 
game  to  the  experts.  ■ 
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For  Kohlberg  Kravis  Roberts,  the  leveraged  ®owth  merely 

0  '  O  »  years,  a 

buyout  of  Seaman  Furniture  was  a  dinky 
deal.  It  has  turned  into  a  giant  headache. 

See  you  in 
bankruptcy  court 


By  Stuart  Flack 


WHAT  A  COMEDOWN.  Paul 
Raether,  a  43 -year-old  part- 
ner at  Kohlberg  Kravis  Rob- 
erts, was  on  top  of  the  world  a  year 
ago,  negotiating  the  $25  billion  lever- 
aged buyout  of  rjr  Nabisco.  Now 
Raether  spends  his  days  in  a  confer- 
ence room  at  a  Manhattan  law  firm 
haggling  over  the  details  of  keeping  an 
earlier  deal — Seaman  Furniture — out 
of  bankruptcy  court. 

Why  should  a  high-powered  deal- 
maker,  whose  annual  compensation 
runs  into  many  millions  of  dollars, 
worry  about  a  deal  barely  one-seventi- 
eth the  size  of  rjr?  It's  a  matter  of 
prestige.  Explains  Scott  Sperling,  a 
partner  at  Harvard  Management  who 
has  invested  in  many  kkr  deals,  in- 
cluding this  one:  "It  is  extraordinarily 
important  for  kkr's  franchise  and  for 
the  goodwill  of  leveraged  buyouts  in 
general  that  kkr  show  they  are  abso- 
lutely in  command  here."  kkr's 
Raether  confirms  this:  "Seaman  is  a 
symbol  of  our  willingness  to  stand 
behind  what  we  do." 

But  kkr's  determination  to  salvage 
the  deal  is  made  more  difficult  by  the 
unwillingness  of  the  lenders  to  bear 
the  brunt  of  the  losses.  In  restructur- 
ing, Raether  must  negotiate  with  John 
Belisle,  head  of  the  loan  workout  de- 
partment at  Manufacturers  Hanover. 
Belisle  treats  delinquent  borrowers 
the  way  Dick  Butkus  used  to  treat 
quarterbacks, 

Paul  Raether  put  the  origi- 
nal Seaman  deal  together  in 
early  1988.  It  was  highly  le- 
veraged and  based  on  the  ex- 
pectation that  the  company 
would  continue  to  grow.  Of 
the  $350  million  purchase 
price,  kkr  came  up  with  $40 
million  in  equity,  and  Chair- 


man Morton  Seaman  kicked  in  $8.5 
million. 

On  top  of  this  $48.5  million  in  equi- 
ty, kkr  stacked  a  small  amount  of 
junk  bonds  and  huge  bank  loans  total- 
ing $265  million.  Debt  service  would 
come  up  to  some  $39  million  a  year, 
exceeding  by  several  millions  Sea- 
man's 1987  cash  flow. 

kkr  figured  the  high  degree  of  lever- 
age was  workable  because  Seaman's 
revenues  had  been  growing  at  nearly 
20%  for  most  of  the  decade.  Let  this 


Patrick  McDonnell 


continue  for  a  few 
more  years,  and  the  company  would 
have  enough  cash  flow  to  rapidly  pay 
down  the  debt. 

Alas,  projections  are  not  money.  On 
New  York's  Long  Island,  where  Sea- 
man does  much  of  its  business,  sales 
fell  sharply  after  the  original  deal,  and 
although  business  elsewhere  re- 
mained strong,  the  company's  overall 
revenues  were  nearly  flat.  With 
growth  halted,  Seaman  lacked  the 
cash  to  service  its  debts.  Early  this 
August  Seaman  missed  an  interest 
payment  on  a  bank  loan. 

Problems  multiplied  rapidly.  Sales- 
men at  competing  discount  chains 
like  Levitz  stirred  the  pot  by  handing 
out  press  clips  detailing  Seaman's 
woes.  Seaman's  financial  condition 
was  especially  important  to  its  cus- 
tomers because  they  frequently  put 
down  money  on  furniture  that  won't 
be  delivered  for  weeks  or  months.  Al- 
though Seaman  was  still  paying  trade 
creditors  promptly,  suppliers  got  ner- 
vous and  slowed  their  shipments.  Sea- 
man's sales  continued  to  slump  into 
the  early  fall.  The  expected  20% 
growth  never  materialized. 

Restructuring  was  clearly  in  order. 
All  confidence,  Raether  proposed  that 
Manufacturers  Hanover  and  the  28 
other  participating  banks  write  off  al- 
most two-thirds  of  their  $265  million 
loan.  In  return,  kkr  would  throw  in 
about  $28  million  in  new  equity  from 
its  lbo  fund  and  give  the  banks  some 
equity  in  the  refinanced  company. 

Not  enough.  In  essence  the  banks 
said:  Before  we  write  off  that  much, 
we  want  more  of  the  equity,  and  we 
want  you  to  throw  in  additional  cash 
to  make  sure  the  balance  of  the  loan 
can  be  serviced,  kkr  said  no.  The 
bankers'  man,  Belisle,  told  kkr's  man, 
Raether,  that  he  would  see  him  in 
bankruptcy  court.  That  would  mean 
kkr's  stake  in  Seaman  would  be  wiped 
out,  and  the  firm  would  have  egg  on 
its  face  right  in  the  midst  of  straight- 
ening out  the  rjr  deal. 

Raether  came  back  with  some  more 
concessions,  kkr  put  the  screws  to  the 
Seaman     family,     who     eventually 
agreed  to  come  up  with  a  $7  million 
note.  In  addition,  kkr  and  the  Sea- 
mans  would  give  the  banks  a 
one-third  equity  stake  in  Sea- 
man.  And   the   kkr  partners 
themselves  would  bear  some 
of  the  pain:  They  would  throw 
in  about  $7  million  of  their 
personal  funds. 
The  banks  said  okay. 
But  kkr  still  isn't  out  of  the 
woods.  The  restructuring  fees 
alone — paid  to  lawyers,  finan- 
cial advisers  and   the   like — 
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She's  the  voice  of  a  computer  network 
that  can  pinpoint  your  shipment, 
and  win  your  heart,  in  just  10  second 


cwm 


KNOW 


It's  2:00  am,  do  you  know  where  your  broccoli  is? 

Sally  does.  Every  day  she  tracks  over  20,000 
^rolina  Freight  Corp.  shipments.  Call  her  anytime, 
Jay  or  night.  She'll  pinpoint  your  shipment  in  seconds. 

Sally  is  the  voice  of  a  complex  Bull  computer 
letwork.  Linked  to  PC's  in  over  2,500  Carolina 
:ustomer  locations,  the  same  Bull  computer 
landles  over  320,000  transactions  a  day. 

Bull  computers  made  Carolina  the  technological 


leader  in  the  trucking  industry  by  providing  com- 
plete control  of  information  to  Carolina  and  its 
customers.  That's  important.  Because  nothing 
swallows  a  load  of  broccoli  faster  than  4,000,000 
miles  of  American  roads.  And  nothing  finds  it  faster 
than  Sally. 

Know  Bull. 

For  more  information  on  global  computer  solu- 
tions from  Bull,  call  1-800-233-BULL,  ext.  110. 


Worldwide 
Information 


Systems 


Bull      ft 


Outstanding 
Growth 


If  you  had  invested  $10,000 
in  Twentieth  Century's  Growth 
Investors  fund  in  1974,  your 
investment  today  would  be 
worth  $268,859  (assuming 
reinvestment  of  all  dividends)! 
For  complete  information  about 
Twentieth  Century's  12  no-load 
mutual  funds,  including  charges 
and  expenses,  call  toll-free  for  an 
information  kit  and  prospectus. 

A  $10,000  investment 
on  June  30, 1974 

Call  toll-free: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  more  or  less  than  original  cost.  Please  read  the  prospectus 
carefully  before  investing. 


Twentieth  Century 
Growth  Investors  Fund 


Total  value  on  6/30/89  -  $268,859 

Average  Annual  Total  Return 

lYear  20.2% 

5  Years  19.9% 

10  Years  20.7% 

15  Years  24.5% 


P  O.  Box  419200,  Kansas  City,  MO  64141-6200 


FBS 


k  ro^3 


No-Load  Mutual  Funds 


Personal  Affairs  welcomes  The  Ritz-Carlton 
to  its  premiere  issue  October  23rd. 


The  Ritz-Carlton 

Naples 


might  eat  up  $8  million  of  the  $42 
million  or  so  in  fresh  cash.  And  if 
Seaman's  furniture  sales  don't  pick  up 
soon,  the  company  could  eat  through 
the  remaining  money  in  a  year  and  be 
back  at  the  restructuring  table. 

The  whole  messy  deal  is  typical  of 
the  latest  generation  of  leveraged 
buyouts.  In  the  early  days  of  lbos,  a 
decade  or  so  ago,  a  leveraged  buyout 
could  be  done  only  if  current  cash 
flow  would  comfortably  cover  debt 
service  costs,  enabling  a  quick  repay- 
ment of  the  debt.  But  as  prices  rose 
and  people  became  increasingly  eager 
to  do  deals,  standards  were  lowered 
steadily.  Put  simply,  the  Seaman 
deal — at  ten  times  the  company's 
then-current  cash  flow — was  gro- 
tesquely overpriced  in  the  first  place. 

Seaman,  before  kkr  stepped  in,  was 
run  by  the  founding  family,  which 

The  restructuring  fees  paid 
to  lawyers, financial 
advisers  and  the  Wee 
should  eat  up  $8  million  of 
the  $42  million  in  fresh 
cash  from  the  Seaman 
family  and  KKR.  If  sales 
don't  pick  up  soon,  the 
company  could  eat  through 
the  additional  money  in  a 
year  and  be  back  at  the 
restructuring  table. 

had  taken  it  public  a  few  years  before, 
keeping  44%  of  the  stock  and  pocket- 
ing better  than  $75  million  for  the 
rest.  The  kkr  buyout  let  the  family 
take  more  than  $150  million  in  cash 
and  junk  bonds  out  of  the  company, 
leaving  in  only  $8.5  million  for  the 
family's  17%  stake  in  the  company. 

As  structured,  the  deal  violated  one 
of  kkr's  fundamental  precepts:  that  a 
company's  managers  should  have  an 
enhanced  stake  in  the  business  so  that 
they  can't  afford  to  let  it  fail. 

In  this  case,  the  opposite  happened. 
Morton  Seaman's  brother  Carl  cashed 
out  entirely  and  yet  stayed  on  with 
the  company  at  a  $400,000-a-year  sal- 
ary. When  money  got  tight  this  sum- 
mer, Carl  relinquished  his  duties  and 
his  salary  was  cut  off. 

So  the  big  winners  in  this  case  were 
not  the  buyers  but  the  sellers — yet 
another  sign  that  the  lbo  craze  had 
gotten  out  of  hand.  The  Seaman  fam- 
ily has  gotten  enormously  richer,  and 
the  banks  that  were  foolish  enough  to 
finance  the  folly  have  gotten  poorer. 
But  the  banks  seem  to  have  gained 
one  thing:  By  hanging  tough  with 
kkr,  they  showed  they  are  no  longer 
willing  to  play  patsies  for  the  lbo 
artists.  ■ 
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Do  some  banks  have 
a  real  advantage? 


Collect  a  bonus: 
consult  the  expert. 


Most  relationships  profit  from  conti- 
nuity. This  is  especially  true  in  banking. 

Customers  are  not  interested  in  an 
anonymous  bank,  but  a  personal  banker. 
The  same  one  over  the  years.  One  they 
trust.  A  person  that  is  familiar  with  their 
business  and  does  not  need  to  ask  the 
same  basic  questions  overandoveragain. 
Someone  who  works  more  efficiently, 
giving  you  sounder  advice  and  making 
quicker  decisions. 


UBS.  The  bank  of  experts. 


The  experts  at  Union  Bank  of  Switzer- 
land tend  to  see  their  work  more  as  a 
career  than  just  a  job.  Their  involvement  is 
motivated  by  the  knowledge  that  they'll  be 
working  for  you  on  a  permanent  basis. 

This  is  one  of  the  reasons  why  UBS 
is  Switzerland's  leading  bank  and  one  of 
only  a  few  AAA  banks  in  the  world. 


UBS  in  the  United  States:  Branch  Offices  in  New  York,  Chicago,  Los  Angeles;  Agency  in  Houston;  Representative  Office  in  San  Francisco. 
UBS  in  Canada:  Toronto,  Montreal,  Calgary.  Head  Office:  Union  Bank  of  Switzerland,  Bahnhofstrasse  45,  CH-8021  Zurich. 


As  I  See  It 


Yes,  the  Soviet  people  are  expecting  more  from  perestroika  than 
the  government  can  quickly  deliver.  But . . . 

"Let  your  readers  be 

reassured  there  will  be 

no  military  coup" 

An  interview  with  Soviet  Prime  Minister  Nikolai  Ryzhkov 


By  Peter  Dragadze 


UNLIKELY  AS  IT  MAY  SOUND  tO 
most  Americans,  talk  of  a  mili- 
tary coup  is  in  the  air  in  Mos- 
cow— General  Gromov,  former  com- 
mander of  the  Soviet  forces  in  Afghan- 
istan, is  often  mentioned  as  a  possible 
coup  leader.  Meanwhile,  the  reform- 
ist Gorbachev  government  struggles 
to  deal  with  food  shortages,  labor  un- 
rest, nationalist  movements  within 
the  Soviet  empire  and  an  obdurate 
bureaucracy  unwilling  to  give  up  its 
power  and  privilege. 

Forbes  recently  had  the  opportuni- 
ty to  interview  the  Kremlin's  elegant 
and  soft-spoken  chief  executive, 
Prime  Minister  Nikolai  Ryzhkov. 
Like  many  top  Soviet  officials,  Ryzh- 
kov was  trained  as  an  engineer,  but 
the  challenges  he  is  called  on  to  deal 
with  these  days  involve  human  be- 
ings, not  engineering  problems.  We 
put  the  question  squarely  to  him:  Is  a 
military  coup  possible  against  your 
government?  He  dealt  with  this  and 
other  blunt  questions  with  a  frank- 
ness that  would  have  been  inconceiv- 
able in  a  top  Soviet  leader  only  a  short 
time  ago. 

Ryzhkov:  First  of  all,  I  needn't  tell  you 
in  what  condition  we  found  the  econ- 
omy in  1985.  For  the  society  pere- 
stroika was  an  imperative.  The  situa- 
tion in  the  economy  and  all  the  other 
spheres  of  life  required  radical,  revo- 
lutionary changes.  The  people  who, 
fulfilling  their  civic  duty,  have  em- 
barked upon  [perestroika)  had  a  lot  of 
courage.  But  in  my  opinion,  it  is  not 
the  personalities  that  matter.  If  the 
present  leaders  were  to  be  replaced 
with  another  team,  that  could  not 
bring  Soviet  society  back  onto  the  old 


sarict  Prime  Minister  Nikolai  Ryzbkov 

"We  have  to  make  sure  the  people  don't  lose  faith  in  perestroika. 
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Today's  CEO  would  have  a  tough  time  last-  how  do  you  keep  track  of  yours  in  case  some- 

ing  even  a  day.  thing  goes  wrong? 

Because  with  today's  changes  in  technol-  Needless  to  say,  asking  a  CEO  to  spend 

ogy,  decisions  made  in  the  mailroom  can  be  as  just  one  day  in  the  mailroom  could  be  a  risky 


challenging  and  complex  as  those 
made  in  the  boardroom. 

The  options,  for  instance,  have 
skyrocketed.  Do  you  use  1st  class, 
3rd  class,  2nd  day  air,  or  bulk  rate? 
What  are  the  benefits  of  9-digit  zip 
coding,  or  bar  coding,  and  pre- 
sorting? 

Also,  with  over  500  million 
pieces  of  mail  delivered  every  day, 


WE  WANT 
TO  KNOW 

Y00 
GETTER. 


proposition. 

Instead,  why  not  ask  someone 
who's  spent  over  65  years  there? 
Pitney  Bowes.  And  join  the  1  million 
companies  who  wouldn't  trust  their 
mailrooms  to  anyone  else. 

For  a  free  consultation,  or  more 
information  about  sales,  service,  or 
leasing,  call  1-800-MR.  BOWES, 
EXT.  1025. 


=fp  Pitney  Bowes 


odayfe  Fbrce  in  truck 


*- 


From  F-Series  to  award-winning  Cargo, 
Ford  is  building  Americas  best-selling  line 
of  medium  duty  trucks. 

The  Ford  Workforce. 

Our  long-haul  aero  tractors 
long-nose  LTL,  cab-over  CL .  . 
savingest  big  Fords  ever  built. 

That's  the  Ford  AeroForce. 

And  how  does  Ford  envision  the  future  in 
big  trucks? 


.  AeroMax, 
are  the  fuel- 


..and  Aomorrows. 


PBll 


■■■■■■■ 

SSlHIl 

■USBi 
■■■■■■■ 


We  see  rigs  with  one  smooth  line 
between  tractor  and  trailer. 

Drag  coefficients  lower  than  ever. 

And  better  fuel  economy  than  todays  best 
numbers. 

Ford  is  now  the  only  full-line  U.S. 
manufacturer  in  every  class  of  big  trucks. 

One  reason  why  we're  todays  Force  in 
trucks. 

And  tomorrows. 


TRUCKS 


ORD 


tracks  on  which  it  ran  so  long.  That 
kind  of  thing  is  impossible.  It  may  be 
Gorbachev  and  Ryzhkov  today  and 
somebody  else  tomorrow,  but  what 
this  nation  will  not  accept  is  a  differ- 
ent policy  or  a  team  of  leaders  with  a 
different  platform.  The  reforms  in  the 
new  Soviet  Russia  are  irreversible. 

Forbes:  But  the  people  in  the  streets  look 
toward  the  Kremlin  and  say,  "Those  peo- 
ple in  there  give  us  lots  of  words,  but 
where's  the  food'!'"  Are  you  quite  sure  the 
people  are  with  you? 
The  main  thing  now  is  to  make  sure 
the  people  do  not  lose  faith  in  pere- 
stroika,  do  not  conclude  that  it  has 
given  them  nothing,  because,  unfor- 
tunately, perestroika  has  caused  some 
difficulties  in  the  economy  and  other 
areas.  We  hope  the  temporary  difficul- 
ties of  the  transitional  period  will  be 
understood  by  the  people.  Because, 
otherwise,  a  really  bad  situation  will 
take  shape  in  this  country. 

It  is  understandable  that  the  people 
want  a  quick  fix.  When  no  results  are 
evident  after  four  years,  people  natu- 
rally will  [complain].  Their  expecta- 
tions were  much  higher  than  our  ac- 
tual real  possibilities  have  ever  been. 
Frankly,  we  overestimated  the 
strength  of  the  economy  when  we 
took  over  in  1985.  We  should  have 
behaved  differently  from  the  outset. 
Probably  the  two  things  that  ought  to 
be  done  now  are,  first,  achieve  results 
as  quickly  as  possible;  second,  try  to 
teach  our  people  not  to  expect  too 
much  too  soon. 

Will  then-  be  a  milium  coup' 
About  the  army,  let  your  readers  be 
reassured  there  will  not  be  a  military 
coup.  Our  armed  forces  are  being  sub- 
jected to  perestroika  as  well.  Last 
year,  as  you  know,  we  formally  shift- 
ed to  a  purely  defensive  military  doc- 
trine. For  one  thing  500,000  service- 
men are  now  being  retired  from  active 
duty,  and  units  have  to  be  reorga- 
nized. We  are  sure  the  armed  forces 
share  our  view  of  perestroika. 

Second,  a  great  deal  of  trust  has 
recently  been  placed  in  us.  The  new 
Soviet  parliament  elected  Mikhail 
Gorbachev  as  president,  and  note  this 
was  not  a  sham  of  an  election.  The 
prime  minister  (Ryzhkov|  has  passed 
through  the  same  mill.  This  means 
that  the  people  trust  Gorbachev  and 
Ryzhkov. 

So  you  can  rest  quiet  about  the 
prospects  of  a  military  coup.  This  ab- 
solutely could  not  happen.  The  sys- 
tem by  which  leaders  were  eliminat- 
ed, shuffled  around  and  replaced  m 
the  past  is  no  longer  possible.  1  am 
convinced  that  this  kind  of  coup  is 


definitely  a  thing  of  the  past. 

But  the  economic  situation  does  not  seem 
to  be  getting  better. 

Before  1985  we  had  rigid  limits  on 
wages  in  our  country.  Those  rigid  con- 
trols had  resulted  in  stopping  people 
from  working  efficiently,  because  no 
matter  how  hard  you  worked  you  re- 
ceived the  same  salary.  Now  we  have 
told  the  workers  there  is  no  limit  on 
how  much  you  can  earn. 

[As  a  consequence]  the  growth  in 
the  people's  average  income  last  year 
and  this  year  has  been  around  12%. 
But  the  amount  of  goods  sold  every 
year  has  increased  by  9%.  So  income 
is  ahead  of  what  people  can  buy  and 
that  results  in  disproportions. 

Twenty-five  years  ago  an  average 
person  in  the  Soviet  Union  consumed 


raised  those  old  people,  who  already 
live  quite  humbly,  would  face  hard 
times  indeed.  So,  as  you  have  heard, 
we  have  postponed  our  price  reform 
for  two  or  three  years,  by  which  time 
we  hope  to  have  more  or  less  fulfilled 
our  consumer  market. 

Does  that  mean  that  the  transition  to  a 
market  economy  has  been  postponed? 
If  you  want  my  own  opinion  on  con- 
sumer prices,  [price  deregulation]  is 
fraught  with  very  hard  consequences. 
First  we  must  eliminate  the  money 
overhang.  [Short  of  things  to  spend  it 
on,  the  Soviet  people  sit  with  some 
460  billion  rubles  in  liquid  savings.]  If 
we  were  to  try  to  apply  that  snap 
solution  [immediate  deregulation]  to 
the  real  economic  situation  of  today, 
the  only  result  would  be  total  chaos. 

Carlos  Humbert.)  TDGGofUaa 


A  farmers  market  in  Kiev 

"Immediate  price  decontrol  will  result  only  in  total  chaos." 


no  more  than  30  kilos  of  meat  a  year. 
It  is  65  kilos  today.  Twenty-five  years 
ago,  meat  was  readily  available  at 
many  stores,  [but]  a  very  large  portion 
of  our  population  was  unable  to  afford 
any  meat  at  all.  Today  there  is  no 
meat  available  in  the  stores,  but  the 
average  consumption  is  65  kilos. 

We  believe  it's  a  good  thing  people 
have  started  to  earn  more,  but  the 
problem  is  that  we  cannot  catch  up 
with  that  growth  in  income.  People 
don't  go  around  starving  or  naked. 
[But]  the  state  cannot  offer  enough 
goods.  So  it  would  seem  there  are  only 
two  roads  available:  increasing  pro- 
duction or  raising  prices. 

We  cannot  afford  to  raise  prices  to- 
day for  foodstuffs  and  other  basic 
items.  This  would  severely  affect  our 
retired  people.  We  have  60  million 
pensioners  even  today.  If  prices  were 


We  see  what's  happened  in  Yugosla- 
via. We  see  what's  happening  in  Po- 
land [prices  tripling  and  quadrupling 
in  a  matter  of  months].  We  must  de- 
velop our  market  progressively.  For 
example,  next  year  vegetables,  fruits 
and  potatoes  will  be  sold  at  market 
prices.  But  we  are  not  yet  ready  for  a 
full-scale  transition  to  market  prices. 

Mr  Prone  Minister,  what  about  property-' 
Will  private  property  again  be  legally  in- 
troduced into  the  normal  way  oj  life  in 
the  Sonet  In  ion? 

Now  you  have  put  your  finger  on  the 
real  difference  between  our  economic 
model  and  that  of  the  U.S.  Even  before 
the  revolution  this  country  had  never 
seen  private  ownership  of  land — land 
was  always  communal  property  here, 
even  before  the  revolution.  The  ques- 
tion is  not  whether  I  own  the  land  I 
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work  on  but  that  I  can  work  it  on  my 
own.  Yes  indeed,  we  are  now  working 
on  several  major  bills — at  this  very 
table  the  work  is  going  on — and  those 
bills  will  go  to  the  Supreme  Soviet  in 
the  nearest  future. 

These  are  fairly  radical  bills.  People 
will  be  allowed  not  only  to  work  at 
state  enterprises  but  also  in 
shareholders'  companies  or  corpora- 
tions. We  are  now  setting  up  a  stock 
market  and  overhauling  the  banking 
system.  In  this  field  [finance]  we  are 
drawing  vastly  from  the  experience  of 
the  U.S.  Factories  will  be  allowed  to 
be  leased,  and  the  workers  will  be  able 
to  buy  the  major  assets  of  those  prop- 
erties from  the  state  [a  sort  of 
super  esop). 

We  are  thinking  of  allowing  every 
economic  form  of  farming — that  is, 


for  and  what  we  think  we  have  found 
is  a  new  model  of  socialism. 

Is  there  a  precedent  for  your  model'  Is  it 
close  to  what  exists  in  the  U.S.  today? 
Our  model  of  development?  The  U.S. 
has  provided  a  model  which  has 
worked  effectively  and  continues  to 
work  effectively,  but  this  is  not  the 
only  model  we  are  looking  at.  We 
have  also  studied  the  methods  of 
Western  Europe  and  Japan,  and  in  par- 
ticular that  of  Sweden.  We  are  work- 
ing on  a  model  of  our  own,  to  fit  our 
society  and  our  political  system.  In 
doing  so,  we  are  trying  to  study  very 
carefully  the  experience  of  the  U.S. 
and  drawing  on  the  maximum  that 
can  be  acceptable  to  us. 

Will  the  new  Soviet  economy  become  a 

Peter  Tumlev  Black  Star 


Latvians  a?id  Estonians  take  to  the  streets 

"PerestroUca  has  been  hijacked  by  nationalist  elements. 


state  farms,  collective  farms,  coopera- 
tives and  other  sorts  of  farms.  Land 
may  be  transferred  to  individuals  for 
an  unlimited  period  of  time  and  can 
be  inherited.  We  are  allowing  a  multi- 
tude of  different  economic  forms  in 
this  country. 

Your  distinction  seems  to  be  that  people 
will  have  the  use  of  property  but  not  the 
legal  ownership  of  it.  But  this  is  something 
of  a  fine  distinction.  Is  the  Soviet  Union 
giving  up  on  socialism?  Is  it  taking  the 
capitalist  path* 

We  are  being  criticized  by  an  active 
opposition  in  our  country  for  making 
a  departure  from  socialism  and  rein- 
stating capitalism.  This  is  absolutely 
not  correct.  We  are  breaking  with  the 
socialism  we  have  had  in  the  past — 
excessive  bureaucracy,  corruption 
and  repression.  What  we  are  looking 


good  trading  partner  for  U.S.  business? 
I  think  that  trade  relations  with  the 
U.S.  are  too  heavily  politicized.  Look 
at  the  Jackson-Vanick  Amendment. 
We  have  lots  of  respect  for  the  U.S. 
business  community,  but  let  me  be 
quite  frank  with  you:  It  is  difficult  to 
have  normal  business  relations  as 
long  as  the  U.S.  Administration  con- 
tinues its  policy  of  applying  various 
bans,  restrictions  and  embargoes  un- 
der any  possible  pretext.  It  is  not  pos- 
sible to  do  business  this  way  because 
it  becomes  unpredictable. 

Several  years  ago  our  relations  with 
West  Germany  were  really  tense.  We 
had  the  possibility  of  closing  the  pipe- 
line which  supplies  to  the  Federal  Re- 
public of  Germany  30%  of  its  gas,  but 
we  never  thought  of  doing  that. 

We  are  very  much  in  favor  of  coop- 
eration with  the  U.S.  business  com- 


munity. Any  major  businessman  is 
also  a  major  strategist.  He  must  surely 
realize  there  are  a  lot  of  prospects 
with  the  Soviet  Union.  But  where  our 
willingness  is  not  reciprocated,  we 
should  say  that  the  world  is  not  that 
small  and  should  look  to  Japan  and 
Western  Europe. 

I  must  say  that  the  progress  and 
results  of  [perestroika]  would  be  faster 
if  we  were  able  to  move  more  quickly 
toward  integrating  ourselves  into  the 
system  of  international  division  of  la- 
bor, into  [the]  system  of  world  eco- 
nomic relationships.  So  the  integra- 
tion of  the  Soviet  system  into  the 
world  economy  has  been  our  deliber- 
ate policy  over  the  past  four  years. 
Any  country  that  cooperates  with  us, 
be  it  the  U.S.  or  another  nation,  would 
find  virtually  limitless  markets,  and 
an  abundance  of  resources  here.  So  I 
repeat:  American  businessmen  would 
be  wise  to  think  about  these  things. 

While  you  struggle  with  the  economic 
problems,  perestroika  has  led  to  ferment 
in  the  Baltic  republics  and  in  other  parts 
of  the  U.S.S.R.  Could  this  result  in  a  Soviet 
i  'ersion  of  Ulster? 

We  are  certainly  concerned  with  what 
is  now  taking  place  in  the  Baltic.  The 
normal  processes  of  perestroika  there 
have  been  hijacked  by  nationalist  ele- 
ments. We  are  working  very  hard  to 
solve  the  urgent  problems  that  have 
arisen  in  our  republics,  not  only  in  the 
Baltic  areas  but  also  in  other  areas  of 
this  country.  The  Supreme  Soviet  of 
the  U.S.S.R.  is  presently  looking  at  a 
bill  of  regional  cost  accounting  and 
self-financing.  We  believe  that  the  re- 
publics should  receive  a  greater  de- 
gree of  independence,  but  that  they 
should  also  assume  greater  [financial] 
responsibility. 

National  awareness  should  not  be 
identified  with  nationalist  actions — 
these  are  different  things.  The  latter 
are  highly  dangerous  phenomena  and 
have  never  brought  any  benefits  to 
anyone.  [With  respect  to  moving  the 
non-Baltic  minorities  out  of  these  re- 
gions], I  do  not  believe  that  we  should 
resettle  people  in  our  country.  Once 
we  start  down  that  road  there  will  be 
no  end  to  it.  We  don't  have  one  single 
republic  populated  by  one  single  eth- 
nic group  or  race. 

There  has  been  criticism  in  the  i  '.S.  about 
treatment  of  the  Jeits  in  the  I  SS.R. 
The  overall  Jewish  population  of  this 
country  is  less  than  1%.  But  a  much 
higher  percentage  occupy  key  posts  in 
science,  culture  and  other  spheres  of 
Soviet  life.  My  opinion  is  that  it's 
probably  time  the  U.S.  stopped  worry- 
ing about  this  problem.  ■ 
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Commentary 


by  Paul  Klebnikov 


Okay,  Mr.  Prime  Minister.  But  where's  the  program? 


The  following  is  a  commentary  on  Soviet 
Prime  Minister  Nikolai  Ryzhkov's  inter- 
view with  Forbes.  Paul  Klebnikov,  a 
Forbes  reporter,  is  writing  a  book  on 
Russian  economic  development. 

In  the  preceding  interview,  Prime 
Minister  Ryzhkov  gives  the  impres- 
sion of  confidently  holding  the  coun- 
try to  its  course.  But  against  his  calm 
confidence,  Leningrad  recently  expe- 
rienced a  day  when  the  daily  ship- 
ment of  bread  failed  to  come  in.  Noth- 
ing like  this  has  happened  since  the 
dark  days  of  World  War  II.  Whatever 
else  they  have  lacked,  the  Soviets 
have  had  plenty  of  good,  cheap  bread. 
So,  while  Westerners  rejoice  at  pere- 
stroika,  the  locals  are  worried.  Mos- 
cow intellectuals,  great  gossips,  say  it 
is  only  a  matter  of  time  before  there 
appears  a  military  dictator  or  a  new 
Stalin  to  get  the  bread  in  on  time. 

Power  in  the  Soviet  Union  is  de- 
scending into  a  twilight  zone.  The 
political  capacity  to  make  bold  moves 
seems  to  be  draining  away.  Gorba- 
chev, Ryzhkov  and  the  rest  of  the 
reform  team  are  still  capable  of  mak- 
ing marginal  gains  against  party  hard- 
liners, but  they  don't  have  the 
strength  to  take  decisive  steps  toward 
changing  the  economy.  Political  pow- 
er has  melted  away  somewhere  be- 
tween the  besieged  local  party  au- 
thorities, the  vociferous  new  parlia- 
ment and  the  Politburo  trying  to  keep 
its  balance  in  the  Kremlin.  And  all  the 
time  the  economy  is  getting  sicker. 

As  he  says  in  the  interview,  Ryzh- 
kov is  reluctant  to  take  the  essential 
step  of  liberating  prices.  Soviet  con- 
sumers have  some  460  billion  rubles 
in  cash  holdings.  This  equals  six 
months  of  Soviet  GNP.  Freeing  prices 
in  the  face  of  this  inflationary  poten- 
tial would  be  throwing  a  lighted 
match  onto  a  heap  of  oily  rags;  hyper- 
inflation would  be  a  near  certainty. 

But  this  giant  money  overhang  can 
be  neutralized  if  the  government  acts 
decisively.  One  suggestion  would 
have  the  government  borrowing  some 
$30  billion  abroad,  buying  up  Western 
consumer  goods  and  reselling  them  to 
the  Soviet  consumer  at  up  to  ten 
times  the  cost.  Another  possibility 
would  be  to  issue  long-term  bonds  at 
attractive  interest  rates  and  take  the 
money  out  of  circulation.   Probably 


the  best  alternative  would  be  privati- 
zation— the  government  could  sell  off 
some  of  its  industries  to  the  cash-rich 
population. 

But  here's  the  rub:  The  present  gov- 
ernment shows  no  signs  of  moving  on 
any  of  these  proposals.  It  seems  un- 
able to  get  off  dead  center. 

Nor  has  the  state  done  enough  to 
legitimize  the  efforts  of  potential  en- 
trepreneurs. Decades  under  a  planned 
economy  have  simply  driven  private 
economic  dealmaking  underground. 
Even  today  an  estimated  40%  of  the 
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Stalin's  tractors 

Uprooting  private  enterprise. 

Soviet  Union's  gnp  passes  through 
the  shadow  economy.  This  includes 
not  just  blue  jeans  and  vcrs  but 
wholesale  trade  in  raw  materials  and 
semifinished  goods  between  enter- 
prises. Much  of  this  would  count  as 
honest,  legitimate  transactions  in  the 
capitalist  world,  but  in  the  U.S.S.R.  it 
is  both  illegal  and  immoral. 

Private  cooperatives  have  been  le- 
galized and  are  proliferating,  but  meet 
at  every  turn  the  hostility  of  local 
Communist  authorities,  who  try  to 
starve  them  of  raw  materials  or  suffo- 
cate them  with  bureaucratic  rules  and 
tax  rates  of  up  to  80%. 

Private  farming?  Also  legalized. 
The  problem  here  is  not  the  lack  of 
incentives  (some  farmers  can  now  be 
paid  in  foreign  currency  for  any  sur- 
plus they  produce)  but  the  fact  that 
Stalin  wiped  out  the  nation's  farmers 
so  thoroughly  that  there  are  very  few 
real  ones  left  in  the  country.  Sure, 
20%  of  the  Soviet  labor  force  is  em- 
ployed in  the  agricultural  sector,  but 


four  out  of  every  five  of  these  workers 
sit  behind  desks  or  the  equivalent, 
while  the  fifth,  a  sturdy  babushka,  put- 
ters about  the  fields. 

Ryzhkov  and  his  associates  right- 
fully say  that  it  will  take  time  to 
invigorate  the  Soviet  economy.  "You 
can't  expect  a  heavily  laden  train  to 
make  sharp  turns,"  says  Ryzhkov's 
Minister  of  Finance,  Valentin  Pavlov. 
But  the  mechanical  analogy  is  not  apt: 
We  are  talking  here  of  deeply  in- 
grained habits.  Seventy-two  years  of 
communist  egalitarianism  have  left 
their  mark.  This  is  a  society  that 
greets  any  sign  of  personal  initiative 
with  suspicion  and  envy. 

The  Soviet  Prime  Minister  seem- 
ingly shares  some  of  the  delusions  of 
the  populace.  He  explains  Russia's  so- 
cialism by  arguing  that  the  country 
never  had  a  real  tradition  of  private 
property.  The  implication  is  that  the 
people  dispossessed  by  the  Bolshevik 
revolution  were  feudal  parasites. 

Wrong.  Russia's  fling  with  capital- 
ist development  came  late,  but  it 
came  on  strong.  When  it  began  in 
earnest  in  the  1890s,  Russia  had  the 
highest  economic  growth  rate  in  Eu- 
rope. As  for  private  farming,  Prime 
Minister  Piotr  Stolypin  in  1906 
brought  in  a  land  reform  that  created 
over  a  million  private  farms  and  made 
Russia  the  number  one  agricultural 
exporter  in  the  world.  (Now  it's  the 
number  one  net  importer.) 

So  it's  wrong  to  say  capitalism  can't 
grow  in  Russian  soil;  the  truth  is  the 
young  shoots  were  brutally  uprooted 
by  the  Bolsheviks.  In  perpetuating  the 
fiction  that  private  property  is  a  non- 
Russian  concept,  Ryzhkov  betrays  an 
unwillingness  to  break  with  social- 
ism, the  root  of  his  country's  ills. 

Perhaps  the  most  discouraging  part 
of  Ryzhkov's  interview  is  where  he 
says  his  country  won't  abandon  so- 
cialism but  will  develop  a  new  eco- 
nomic model.  What  kind  of  model? 
Based  on  what?  And  when?  He 
doesn't  say,  because  he  doesn't 
know — nor  does  anyone  else.  The  So- 
viet Union  is  adrift. 

The  local  elections  scheduled  for 
November  will  likely  prove  another 
body  blow  to  the  party  bureaucracy — 
deepening  the  country's  confusion. 
Out  of  such  chaos — history  shows — 
the  call  for  a  strong  man  arises.  ■ 
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INTRODUCING  A  NEW  CONVERTIBLE 
BUILT  AND  HANDCRAFTED  IN  ITALY  BY  MASERATI. 


When  Maserati  builds  a  new  convertible  you 
can  expect  your  driving  instincts  to  come  alive. 

Vbu  can  expect  full  gauge  instrumentation 
nested  in  a  sea  of  soft  Italian  leather  You  can 
expect  a  16-valve  fuel-injected  Maserati  turbo  a 
five-speed  manual  Getrag  transaxle"  and  four- 
wheel  disc  Teves  anti-lock  braking. 

When  Maserati  builds  a  new  convertible,  you 
can  expect  hand-fashioned  coachwork  of  the 
finest  European  craftsmanship  and  luxury  so 


complete  every  item  is  standard.  Among  the 
many:  both  a  hard  removable  roof  and  a  soft 
convertible  top 

When  Maserati  built  this  convertible,  they 
made  it  everything  you  expect.  And  made  it 
exclusively  for  Chrysler  Motors. 

Chrysler's  TC  by  Maserati  is  backed  by 
Chrysler's  Crystal  Key,  better  warranty  protec- 
tion than  Jaguar,  Porsche,  BMW,  Mercedes  or 
Rolls  Royce? 


CHRYSLER'S  TC  \*/built  by  maserati. 

for  information  and  the  nearest  authorized  dealer,  call  1-800-TC-COUPE. 

'A  Chrysler  Turbo  II  engine  with  a  3-speed  automatic  ijonsoxle  is  available  as  a  no-cost  option'  See  copy  of  limited  warronty  at  dealer  Some  restrictions  apply  BUCKLE  UP  FOR  SAFETY 


Gorbachev's  perestroika  notwithstanding,  private  business  still 
operates  in  the  shadows  in  the  Soviet  Union.  But  already  the 
country  is  producing  some  first-rate  entrepreneurs. 

Russia's  I 

embryonic  capitalists       I 


By  Peter  Dragadze 


T|  HUMBING  THROUGH  THE  PAGES 
of  Town  &  Country  magazine, 
packed  with  advertisements  and 
photographs  featuring  sleek  yachts, 
glorious  mansions  and  elaborately 
jeweled  hostesses  dressed  in  high 
fashion,  Soviet  economist  Elena  Ko- 


tova  shakes  her  head,  not  in  disap- 
proval but  in  wonder:  "This,  for  us," 
she  says,  "is  like  a  fairy  tale.  It  is  like  a 
theater  production,  something  com- 
pletely unreal." 

The  fashionable  life  is  theater  for 
most  Americans,  too,  Elena  Kotova, 
but  with  this  difference:  Most  Ameri- 
can readers,  if  they  will  never  share 


the  lifestyles  illustrated,  can  at  least 
aspire  to  a  few  of  the  baubles.  A  boat 
of  some  kind,  a  luxury  car,  a  gold 
watch,  a  stylish  writing  instrument. 
Such  goods  are  widely  distributed. 
And,  while  social  critics  may  carp, 
their  easy  availability  serves  a  useful 
economic  purpose:  It  excites  the  more 
energetic  among  us  to  strive  harder 


90 


FORBES,  OCTOBER  16,  1989 


and,  in  so  striving,  to  increase  the 
goods  and  services  available  to  the 
nation. 

In  the  Soviet  Union,  where  people 
were  supposed  to  strive  without  ex- 
pectation of  reward,  such  goods  were 
either  nonexistent  or  at  least  carefully 
hidden.  For  most  people  they  simply 
didn't  exist.  Until  now. 

"I  want  to  become  rich,  very  rich. 
And  I  want  all  the  benefits  I  am  enti- 
tled to  for  my  brain  and  my  labor,  like 
any  entrepreneur  in  the  Western  in- 
dustrial world."  So  said  intrepid  Mi- 
khail Dimitriev  ("I  like  to  call  myself 
Mike"),  28,  an  enterprising  Leningrad 
computer  businessman,  by  Russian 
measures  already  a  charter  member  of 
the  local  rich  and  famous.  Mike  nour- 
ishes his  dreams  of  worldly  success 
with  jealously  guarded  copies  of 
Forbes  and  Business  Week  brought 
home  by  equally  ambitious  young  So- 
viets who  manage  to  travel  abroad. 
While  he  has  no  immediate  expecta- 
tions of  them,  the  goodies  shown  in 
the  U.S.  lifestyle  magazines  are  not 
beyond  his  dreams. 

No,  the  Soviet  Union  is  not  about 
to  turn  into  a  carbon  copy  of  the  U.S. 


Nobody  thinks  that.  Well-stocked 
shopping  malls  are  still  only  a  dream, 
and  going  into  business  for  yourself 
remains  a  virtual  impossibility.  But 
things  are  in  motion  in  this  country 
and  moving  in  directions  that  no  one 
can  yet  foretell. 

Mikhail  Bocharov,  48,  is  a  budding 
Soviet  capitalist.  He  and  several  of  his 
fellow  deputies  to  the  newly  elected 
Soviet  Parliament  are  convinced 
some  form  of  capitalism  is  necessary 
for  Russia's  economic  future.  Deputy 
Bocharov  told  Forbes,  "We  have  pro- 
posed to  the  Council  of  Ministers  and 
personally  to  Mr.  Gorbachev  to  take 
over  properties  entirely  from  the  state 
and  make  private  collective  compa- 
nies with  the  collectives  actually 
owning  the  property."  Farfetched? 
Not  according  to  Bocharov.  "We  ex- 
pect this  to  be  accepted  by  the  end  of 
1989  or  early  1990,"  he  says.  "Then 
we  will .  .  .  remain  connected  to  [the 
state]  only  through  the  payment  of 
taxes." 

Bocharov  knew  full  well  what  he 
was  saying  to  us,  into  our  tape  record- 
er: Lean  and  silver-haired,  he  is  a 
tough  politician  who  prospered  in  a 


system  where  for  decades  a  misplaced 
word  meant  Siberia  or  death.  He  is 
also  one  of  Moscow's  most  reputable 
new-wave  magnates — the  successful 
president  of  thriving  little  Buta  Co.,  a 
"collective"  making  building  materi- 
als, a  protocapitalist  enterprise  whose 
business  has  multiplied  since  it 
leased  its  cement  plants,  lumber  mills 
and  furniture  workshops  from  the 
state  two  years  ago. 

We  really  knew  the  Russian  earth 
had  moved  when  we  met  Victor  Kor- 
chagin,  51,  president  of  "Rossiia,"  a 
nationwide  association  of  coopera- 
tives— and  head  of  one  of  the  associa- 
tion's members,  a  farm  supply  and 
recycling  cooperative.  Korchagin  is  a 
bold  man  who  doesn't  mince  words. 
His  hero  is  Adam  Smith,  recently  the 
subject  of  an  admiring  story  in  a  coop- 
erative newspaper.  Korchagin's  ex- 
plicit aim  is  to  overthrow — peaceful- 
ly— the  old  revolution  for  the  new: 
"Even  though  I'm  not  a  member  of 
Parliament,  thanks  to  Mikhail  Ser- 
geievich  Gorbachev,  I  spoke  in  the 
Supreme  Soviet.  I  told  those  fellows 
what  I  think.  The  land  should  belong 
to  those  who  labor  on  it.  Farmers 


J FORBES,  OCTOBER  16,  1989 


91 


Robert  Tonsing'Picture  Group 


Mikhail  Bocbarov 

Building  a  small  construction  company  into  a  private  empire. 


should  own  the  farms.  All  forms  of 
state-run  slave  labor  should  be  liqui- 
dated. Let  the  entrepreneurs  make  our 
beloved  Russia  and  themselves  pros- 
perous. We  don't  need  the  politicians. 
The  best  minister  is  the  one  who 
doesn't  exist." 

Korchagin's  dislike  of  politicians  is 
understandable.  His  father  was  one  of 
the  millions  of  prosperous  farmers 
liquidated  during  Stalin's  collectiv- 
ization of  agriculture.  Some  of  the 
political  bosses  in  Korchagin's  prov- 
ince appear  to  want  to  do  the  same  to 
him.  In  June  they  raised  the  taxes  on 


his  cooperative  by  20  times.  Korcha- 
gin  had  to  cut  labor  and  output  by 
90%.  "That's  what  happens  when  you 
don't  pay  off  the  local  fat  cats,"  says 
one  of  Korchagin's  friends. 

But  you  can't  keep  a  good  man 
down.  Korchagin  is  pushing  the  free 
market  program  of  his  association 
more  vociferously  than  ever.  For  his 
own  cooperative,  he  is  fishing  for  a 
Western  partner  who  could  sell  him 
newsprint  in  return  for  some  of  Kor- 
chagin's peat-based  organic  fertilizer. 

At  any  rate,  the  contents  of  Town  6 
Country  are  still  a  fairyland  to  people 


in  the  Soviet  Union.  Forbes,  too,  de- 
scribes a  fairyland  wherein  self-made 
people  start  businesses  from  scratch 
and  achieve  great  affluence  through 
creating  new  jobs  and  new  products. 

The  Soviet  Union  has  its  high-liv- 
ing government  officials,  but  their 
lifestyles  are  carefully  hidden  from 
the  masses.  The  nation's  numerous 
rich  gangsters  and  black  marketers 
likewise  are  forced  to  keep  their 
wealth  hidden.  To  live  well  in  the 
Soviet  Union  is  to  incur  the  suspicion 
of  illegality. 

Being  honestly  rich  in  Russia 
means  a  monthly  income  of  roughly 
2,000  rubles,  an  apartment  of  four 
rooms.  Such  a  "rich"  person  can  own 
a  car,  quite  unimpressive  by  Western 
standards,  which  costs  an  average 
worker  as  much  as  six  years'  salary. 
He  or  she  can  have  half  a  dozen 
changes  in  the  wardrobe,  employ  a 
cleaning  woman  twice  a  week  and 
enjoy  an  expensive  vodka-caviar  din- 
ner at  a  restaurant  once  in  a  while. 
Being  very  rich  may  add  another  3,000 
rubles,  a  month's  vacation  for  the 
family  at  the  Black  Sea,  weekends  at  a 
dacha,  and  an  annual  voyage  abroad. 
Being  legally  very  rich  in  the  Soviet 
Union  gives  you  a  standard  of  living 
that  would  not  be  out  of  reach  for  the 
average  American. 

But  mark  this:  In  the  Soviet  Union 
none  of  this  belongs  to  you  by  right; 
the  state  can  take  it  away  at  any  time. 
The  state  owns  your  apartment,  your 
workplace,  and  the  seaside  resort 
where  you  stay.  The  state,  the  state, 
the  all-powerful  state.  Everything  you 
have  in  the  U.S.S.R.  is  at  the  suffer- 
ance of  the  state. 

Still,  as  the  Soviet  Union  begins  to 
move  from  statism  toward  some  form 
of  individual  economic  freedom,  a 
number  of  true  entrepreneurs  are  al- 
ready emerging.  They  do  not  yet  own 
their  businesses — that  is  still  incon- 
sistent with  Soviet  ideology.  Instead 
they  head  "collective  enterprises." 
Here  are  a  few  of  them: 

Mikhail  Dimitriev 

Dimitriev  is  one  of  a  group  that  runs  a 
newly  created  firm  called  Manager. 
The  group  operates  from  cramped 
quarters  in  the  center  of  Leningrad, 
and  Dimitriev  explains  the  setup. 
"The  annual  turnover  of  Manager  is 
about  600,000  rubles,"  he  reports. 
They  are,  in  U.S.  terms,  a  group  of 
freelance  computer  systems  analysts. 
"The  company  is  organized  to  sell 
computer  software  produced  by  scien- 
tists and  programmers  that  we  con- 
tract to  work  for  us,"  explains  Dimi- 
triev.  "They  work  at   home,   after- 
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hours  in  their  own  labs,  anywhere 
they  like.  They  never  work  in  our 
office.  We  do  not  have  facilities  or 
space.  Since  under  Soviet  law  no  man 
can  own  his  own  property,  be  it  land 
or  intellectual  endeavor,  the  scien- 
tists sell  their  product  through  us  as  a 
public  organization,  a  unique  busi- 
ness combination  of  being  private  yet 
not  private." 

They  write  computer  programs  for 
business  basics  long  familiar  in  the 
West  but  novel  in  the  Soviet  Union: 
preparing  payrolls,  generating  finan- 
cial reports,  managing  factory  process 
control. 

Where  are  the  financial  rewards? 
They  are  as  yet  elusive.  By  law,  all 
profits  of  such  state-public  enter- 
prises must  be  reinvested  into  the  en- 
terprise. Dimitriev  and  the  group 
have  good — by  Russian  standards — 
salaries  from  regular  jobs,  but  claim  to 
get  nothing  from  Manager.  Explains 
Dimitriev:  "We  are  state-employed 
researchers  putting  in  our  experience 
part  time  at  the  service  of  private  en- 
terprise. Though  we  are  recognized 
entrepreneurs,  we  prefer  not  to  leave 
our  official  jobs  yet.  As  state  research- 


ers we  have  a  social  status  within  the 
structure  of  Soviet  society.  As  sales- 
men we'd  simply  have  none." 

Manager  is  one  of  a  number  of  simi- 
lar firms  operating  in  Leningrad  under 
the  umbrella  of  a  para-state  organiza- 
tion called  the  Innovation  Center. 
The  Innovation  Center  serves  as  a 
clearinghouse  for  computer  program- 
ming, management  consultation  and 
engineering  services  provided  by  en- 
terprising freelancers.  The  firms  with- 
in the  Center  are  not  cooperatives — 
they  don't  want  to  get  hit  by  the  tax- 
es— but  a  strange  amalgam  called 
state-public  enterprises.  It  is  a  way  of 
harnessing  the  energy  of  private  en- 
terprise productively  and  legally. 

Mikhail  Bocharov 

One  of  Bocharov's  grandfathers  was  a 
prerevolutionary  businessman,  and 
the  other  was  an  army  colonel  execut- 
ed by  Stalin  in  1937.  Bocharov,  a  grad- 
uate in  geology,  is  an  entrepreneur 
who  has  managed  to  thrive  within  the 
confines  of  the  convoluted  Soviet  sys- 
tem. "For  20  years  I  observed  the 
methods  of  the  U.S.,  Japan,  Sweden 


and  other  industrialized  countries 
with  a  serious  economic  perfor- 
mance," says  Bocharov.  "I  could  not 
apply  my  theories  during  the  previous 
period  of  stagnation,  and  it's  only 
now,  during  this  era  of  perestroika, 
that  I've  been  able  to  make  use  of  my 
knowledge." 

He  has  used  it  to  turn  a  dowdy  state 
enterprise  into  an  efficient  collective. 
Says  he:  "I  simply  took  the  Buta  Co., 
which  was  one  of  the  Soviet  Union's 
most  backward,  inefficient  and  un- 
profitable state-run  companies  pro- 
ducing building  materials,  and  in 
three  years  turned  it  around.  Now  the 
company  ranks  first  among  all  similar 
enterprises  in  the  Moscow  area.  We 
are  booming  by  Russian  standards." 

How  did  Bocharov  do  it?  By  putting 
the  right  men  in  the  right  jobs  and 
offering  them  generous  financial  in- 
centives. "In  1988,  I  and  the  whole 
staff  of  the  enterprise — 500  of  us — 
leased  the  entire  property  from  the 
state  and  formed  a  collective,  which  is 
our  nearest  accepted  form  of  private 
enterprise.  In  our  first  year,  instead  of 
losses,  we  earned  a  profit  of  850,000 
rubles.  This  year  our  annual  turnover 
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AUCTION 


OIL  REFINERY 

(Properly  of  CG&T  Corporation) 


TUESDAY,  OCTOBER  31,  1989 
CG&T's  15,000  bbl./day  refinery  in 
WILMINGTON,  NORTH  CAROLINA 


*  ABSOLUTE  AUCTION 
ABOVE  $5.5  MILLION 

The  main  hub  of  the  CG&T's  oil  and  gas 
operations  is  this  15,000  bbl./day  refinery  in 
Wilmington.  It  incorporates  the  latest 
technology  for  efficient,  low-cost  production  of 
motor  fuel.diesel  fuel  and  industrial  heating  oil. 

Strategically  located,  it  is  the  only  oil  refinery 
in  the  Carolinas  and  one  of  a  very  few  refineries 
on  the  entire  Atlantic  seaboard.  This  gives  the 
refinery  ready  access  to  substantial  markets. 

The  refinery  has  excellent  dock  facilities,  a 
railsiding  and  truck  terminals.  These  facilities 
provide  a  dimension  of  flexibility  in  obtaining 
crude  oil  from  domestic  as  well  as  foreign 
sources.  Likewise,  they  provide  for  efficient 
distribution  of  refined  products. 

Major  storage  facilities  for  both  crude  oil  and 
refined  products  are  part  of  the  refinery  com- 
plex. Crude  oil  and  refined  products  storage 
capacity  totals  650,000  bbls. 

FOR  MORE  INFORMATION 
ON  SALE  SITE,  TIME  &  OTHER 
PERTINENT  DATA.  CALL  TOLL  FREE 

1-800-841-9400. 

NC  Auction  License  #  642 


HUDSON  & 
MARSI  I  ALU 

A  XXNT  VENTURE  WITH  BEl  HOLOiNGl  IID 
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.S.  SAVINGS  BONDS 


THE  GREAT  AMERICAN  INVESTMENT 


will  be  about  6  million  rubles,  and  the 
profit  1.5  million  rubles.  A  large 
chunk  of  that  will  be  divided  among 
the  work  force,  and  the  balance  will 
be  plowed  back  into  the  business." 

Bocharov  has  even  more  ambitious 
plans,  but  many  of  them  await  more 
definite  official  reform — which,  as  he 
said,  should  happen  by  the  end  of  the 
year.  "Buta  will  have  a  completely 
new  type  of  structure,"  dreams  Bo- 
charov, his  eyes  glistening.  "We  have 


assembled  an  association  of  different 
firms  that  have  voted  to  join  Buta.  We 
are  talking  of  literally  hundreds  of 
enterprises  with  a  combined  turnover 
of  somewhere  near  half  a  billion  ru- 
bles. We  will  buy  from  the  state  all 
the  plant  and  equipment  for  our  own 
account,  and  will  remain  connected 
to  it  only  through  the  payment  of 
taxes.  We  will  take  up  any  activities 
that  prove  profitable.  In  addition  to 
the  construction  of  home  and  office 


Minister  of  Finance  Valentin  Pavlov 

The  state  still  gets  to  decide  who  can  get  rich. 


If  the  shreds  of  ideology  and  the 
very  real  force  of  old  habit  aren't 
to  be  roadblocks  in  the  way  of  prog- 
ress, that  will  depend  on  people 
like  Valentin  Pavlov,  the  U.S.S.R.'s 
minister  of  Finance.  Forbes  re- 
cently discussed  the  country's  path 
to  economic  revival  with  Pavlov: 

Forbes.  Will  ideology  lw  a  hairier  to 
enterprise?  Can  the  Sonet  ideology  be 
Ix'nt  sufficiently  to  accommodate  tin' 
necessary  changes? 
Pavlov  Why  not?  We  are  realists. 
The  man  who  is  working  in  this 
ministry  should  not  have  any  illu- 
sions. We  can  make  a  show  of  so- 
cialism outside  our  house,  but  in- 
side we  must  face  reality.  We  must 
be  flexible.  .  .  . 

Our  present  crisis  is  a  special 
crisis.  It  has  a  structural  quality. 
The  real  situation  is  one  in  which 
our  political  leadership  no  longer 
finds  it  necessary  to  become  in- 
volved in  the  fate  of  the  whole 
world.  We  are  now  redirecting  our 
economy  from  military  priorities 
to    the    production    of    consumer 


goods.  Our  efforts  must  be  exclu- 
sively oriented  toward  the  person, 
toward  the  individual  human  be- 
ing. We  must  have  a  new  slogan: 
Up  with  the  standard  of  living.  Let 
us  make  money.  Let  us  give  people 
financial  incentives. 

Could  the  Sonet  I  'nion  combine  West- 
em-Style private  enterprise  with  social- 
ts»i,  where  the  rich  can  really  become 
neb  as  long  as  they  pay  their  taxes? 
I  am  not  rejecting  such  a  proposal 
in  the  near  future  as  long  as  they 
become  honestly  rich.  The  only 
problem  we  have  to  decide  is  who 
is  going  to  get  what  out  of  such 
deals,  how  they  are  going  to  get 
rich  and  who  is  going  to  get  rich. 

Note  the  hedging  in  Minister  Pav- 
lov's replies:  Yes,  people  can  reap 
incentives  but  "we"  will  have  to 
decide  who  will  reap  them  and 
from  what.  That's  far  from  being 
an  acceptance  of  a  decentralized 
market  economy.  It  still  reeks  of 
central  planning  and  a  centrally 
controlled  economy. — P.D. 
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ADP  can  relieve  you  of  that  burden 
and  save  you  money  at  the  same  time. 

How?  In  total,  payroll  tax  calculating,  process- 
ing and  filing  can  take  up  to  40%  of  your 
company's  payroll  processing  time.  That's 
hours  and  manpower  spent  with  no  profitable 
return  for  your  effort. 


Why  Carry  The  Burden 
Of  Payroll  Tax  Filing  Monet 


ADP  does  all  that  work  for  you,  and  we 
keep  up-to-date  with  all  government  rules  and 
regulations.  And  that's  important,  because  no 
matter  how  stringent  or  complicated  they  are, 
failure  to  comply  with  any  of  them,  or  miscalcu- 
lation of  any  totals— even  by  one  penny— can 
mean  a  harsh  IRS  penalty. 

Why  risk  such  a  needless  mistake  when 
ADP  is  here  to  help?  We  take  full  legal  and 
financial  responsibility  for  all  work  we  do.That 
means  you  can  be  assured  you'll  never  have 
to  pay  a  penalty  for  any  ADP  error. 

Additionally,  we'll  respond  to  all  govern- 
ment inquiries  concerning  payroll  and  tax  filing 
and  give  you  an  easy-to-read  report  each 
payroll  period  listing  all  deposits,  reconcilia- 
tions and  taxes  paid. 

Why  carry  the  burden  of  payroll  tax  filing 
when  ADP  can  remove  the  workload  and  save 
you  from  needless  penalties?  For  more  infor- 
mation call  today,  toll-free  I  800  225-5237, 
ext.223. 


The  way  America  gets  paid. 


"For  I  dipt  into  the  future, 
for  as  human  eye  could  see- 
saw the  heavens  fill  with 
commerce,  argosies  of  magic  sails." 


Alfred  Lord  Tennyson 


t  may  come  as  no  small  surprise 
to  some  people  that  NASA  is  in  a 
State  of  Change.  Literally.  Right 


here  in  Mississippi. 

In  1961,  NASA  made  the  decision 
to  build  its  Mississippi  Test  Facility  in 
South  Mississippi.  Today,  known  as  the 
Stennis  Space  Center,  the  facility  is  a 
sprawling  13,480-acre  space  shuttle 
engine  testing  laboratory  and  scientific 
think  tank  with  over  5,500  employees 
providing  support  services  to  19  resi- 
dent federal  and  state  agencies. 

Success  breeds  success.  Earlier 
this  year  NASA  made  the  decision  to 
locate  yet  another  facility  here,  in 
Northeast  Mississippi.  This  team  effort 
between  Lockheed  and  Aerojet  will  be 
a  state-of-the-art  solid  rocket  motor 
assembly  plant  to  implement  NASA's 
billion  dollar  program  to  build  the  next 
generation  of  rocket  boosters  for  our 
space  shutde  program.  John  McMahon, 
president  of  Lockheed  Missiles  &  Space  Company,  says:  "Our  reception 
there  has  been  overwhelming.  We  plan  to  hire  most  of  our  work  force 
from  the  region." 

Our  labor  force  is  one  of  the  most  important  reasons  NASA  chose 
Mississippi  twice  Roy  S.  Estess,  director  of  the  Stennis  Space  Center,  says, 
"We  have  a  skilled  work  force  here  that  is  second  to  none.  It's  the  difference 


between  just  doing  a  job  and  doing  the  I 
best  job  they  can." 

Mississippi  is  indeed  the  State  of 
Change.  Like  NASA,  it  wasn't  too  many 
years  ago  that  we  embarked  on  a  mis- 
sion. A  mission  of  excellence  in  every 
area  from  education  to  economic  devel- 
opment. And  the  progress  we've  made 
is  nothing  short  of  extraordinary. 

We  have  one  of  the  most  aggressive 
and  progressive  education  reform  pro- 
grams in  the  country.  And  more  reforms 
are  in  the  works. 

We've  reorganized  our  state  and 
county  governments  to  increase  effi- 
ciency. We've  created  some  unusual 
economic  development  incentives  in- 
cluding tax  credits  for  training  and  day 
care,  plus  a  variety  of  community- 
based  programs. 

According  to  Estess,  "When  indus- 
trial America  comes  here,  they'll  find 
tremendous  community  support, 

whether  it's  the  people  in  the  communities  or  an  economic  development 

board.  The  people  really  want  you  here." 

If  you'd  like  more  information  on  the  State  of  Change,  call  or  write 

Governor  Ray  Mabus  or  J.  Mac  Holladay.  Director;  Mississippi  Department  of 

Economic  and  Community  Development;  P.  0.  Box  849;  Jackson,  Mississippi 

39205;  1-800-647-2290  or  (601)  359-3449. 


The  Sun  of  Change 


buildings,  I  am  taking  our  firm  into 
agriculture,  motion  picture  and  tele- 
vision production,  and  we  are  plan- 
ning a  Buta  Commercial  Bank.  I  am 
furthermore  studying  a  co-venture  to 
build  a  string  of  hotels  with  legalized 
gambling  facilities  at  a  famous  Black 
Sea  vacation  resort." 

Vladimir  Kluev 

Vladimir  Kluev,  52,  is  general  director 
of  Spectrum,  a  till-now  state  enter- 
prise making  nondestructive  testing 
and  diagnostic  equipment  for  bridges, 
planes  and  even  the  Soviet  Space 
Shuttle. 

From  there  he  would  like  to  branch 
out  into  all  kinds  of  high-technology 
equipment.  "We  have  a  thousand  So- 
viet inventions  with  international 
patents,"  says  Kluev,  waving  an  im- 
pressive catalog.  "What  we  are  lack- 
ing now  is  the  modern  technology, 
the  computers  and  the  sophisticated 
equipment  that  would  allow  our  sci- 
entists to  make  products  of  world 
quality."  Therefore  Kluev  wants  joint 
ventures  with  Western  companies 
that  would  put  the  finishing  touches 
on  his  scientifically  complex  prod- 
ucts— to  make  them  user-friendly,  in 
effect. 

Spectrum's  headquarters  in  the  cen- 
ter of  Moscow  are  being  renovated — 
equipped,  novelty  of  novelties,  with 
fax  machines — a  new  hotel  is  being 
built  for  visitors,  and  a  well-stocked 
restaurant  is  in  service  for  the  work- 
ers. Foreign  industrial  designers  (in- 
cluding Finns  and  West  Germans)  are 
being  brought  in  to  give  the  existing 
products  a  new  look.  Spectrum,  like 
Buta,  has  taken  the  plunge  and  ap- 
plied to  buy  its  assets  from  the  state 
and  own  them  as  collective  property. 
The  workers  of  Spectrum  want  to 
cash  in  on  a  good  thing. 

"The  average  pay  in  our  company  is 
600  rubles  a  month,  while  the  nation- 
al average  is  220,"  says  Kluev.  "Two 
years  ago  our  turnover  was  13  million 
rubles.  This  year  it  is  going  to  be 
about  30  million.  This  may  sound  like 
nothing  by  Western  standards,  but  it 
does  mean  that  the  harder  we  work, 
the  more  we  can  earn.  We  can  even 
become  reasonably  rich."  So  what 
does  Vladimir  Kluev  ask  of  the  West? 
"Don't  preach  to  us,"  he  pleads. 
"Help  us." 

Yuri  Skokov 

Skokov,  51,  is  general  director  of  the 
Kvant  Co.,  a  diversified  electronics 
combine.  It  is  a  large  (700  million 
ruble),  independent  state  enterprise 
that  employs  over  30,000  workers  in 


14  major  Soviet  cities. 

Skokov,  like  Bocharov,  is  a  member 
of  Parliament  and  a  big  perestroika 
man.  Skokov  points  to  some  innova- 
tive products  made  by  Kvant  that 
have  been  tested  and  approved  in  the 
U.S.  but  that  so  far  are  distributed 
solely  in  the  Soviet  Union:  electronic 
measuring  equipment,  solar  batteries, 
artificial  lungs  and  an  array  of  other 
medical  technology.  Kvant  has  its 
own  bank  and  an  export  agency.  But 
exports  still  account  for  only  10%  of 
production. 


"So  what's  wrong?"  says  Skokov, 
thumping  the  boardroom  table  at  his 
office  in  Moscow.  "We  don't  know 
how  to  find  the  way  to  your  buyers, 
we  don't  know  how  to  interest  them, 
we  don't  know  how  to  dress  up  our 
products.  But  bring  me  a  partner  with 
the  design  and  marketing  skills,  and  I 
will  sell  to  the  world." 

As  Americans,  we  can  only  hope 
that  these  hopes  and  prospects  don't 
meet  the  same  fate  that  befell  the 
Chinese  reformers  in  Tiananmen 
Square.  ■ 


Kohcn  Tonsing/Piclurc  Group 


Yuri  Skokov 

"Bring  me  a  partner  with  marketing  skills,  and  I  will  sell  to  the  world." 
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BY  I'll  1 1    /INKF.WK  / 

s  the  new  decade 
approaches,  the  U.S. 
insurance  industry — 
on  both  the  property/ 
casualty  side  and  the 
life   health  and 
employee-benefits  side — is  faced  with  a 
l).n  rage  of  onslaughts  from  the 
nation's  m><  i.il,  regulatoi  \  and  politic al 
structures.  Never  before  has  the  insur- 
ance industry  laced  so  many  critics, 
been  <  ballenged  by  so  man)  antago- 
nistsoi  been  threatened  with  such 
(Ii.imk  (  halites  in  its  operations  from 
forces  outside  us  own  environment 

In  the  propci  tv/casu.ih\  .uena, 
insurers  are  in<  reasingl)  encountering 
pressure  from  i  onsumers,  consume] 


ai  ovists,  regulators  and  legislators  to 
change  the  way  they  have  been  doing 
business  for  years. 

On  the  life  /health  side,  the  industJ  J 
has  become  the  target  of  legislators 
seeking  additional  income  to  help  bal- 
ance the  nation's  budget.  Life  insurers 
face  the  threat  of  increased  taxation,  as 
well  as  possible  loss  of  favorable  tax 
treatment  t<>i  some  products.  Health 
insurers,  pressured  by  soaring  health 
care  costs,  are  being  looked  at  to  solve 
this  social  problem  or  face  further  fed- 
eral intrusion  into  this  area. 

All  this  is  occurring  at  a  time  when 
the  industry's  image  is  at  an  all-time 
low,  when  the  business  of  insurance  has 
lost  what  trust  it  did  enjoy  among 
consumers,  and  when  other  players 
are  anxious  to  enter  the  field  to  prove 


that  they  can  beat  insurers  at  their  own 
game. 

INSURERS'  IMAGE  WOES 

As  industries  go,  the  insurance  business 
never  has  been  one  likely  to  win  a 
popularity  contest.  Consumers  tend 
to  remember  the  claim  not  paid,  the 
huge  premium  increase,  the  policy 
cancelled.  Not  until  this  decade  did 
these  events  become  national  news.  In 
the  early  '80s,  insurers  competed 
aggressively  for  commercial  lines  of 
business — particularly  in  the  liability 
area.  Price  cutting  became  rampant  as 
insurers  sought  to  obtain  investment 
dollars  to  take  advantage  of  high- 
interest  yields.  Unfortunately  for  the 
industry,  the  worm  turned  in  1984. 
Interest  rates  came  down,  cutting  into 
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BF  YOUR  RETIREMENT  ISN'T  FAR  OFF,  YOUR  FINANCIAL 

PARTNER  SHOULD  BE  CLOSE  AT  HAND. 

Providing  for  retirement  can  be  an  occupation 
in  itself.  But  our  representatives  can  make  the 
job  easier. 

They'll  help  you  figure  out  how  much  yearly 
income  you'll  need  for  a  comfortable  retirement 
and  how  to  maximize  your  retirement  portfolio. 
They'll  even  help  you  accelerate  your  program  if 
you  started  late. 

Call  1-800-222-2725  Ext  480  for 
our  free  booklet,  "Retirement  Planning: 
How  to  Prepare  for  a  Financially  Secure 
Retirement."  It  covers  annuities,  pension 
plans  and  40l(k)s,  and  explains  which 
options  offer  the  most  secure  savings  and 
the  most  dependable  income. 

That  way,  when  it's  time  to  finish  working  at  one 
job,  you  won't  have  to  start  another 

The  New  England.  Your  Financial  Partner, 
Your  Financial  Future. 
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investment  yields,  and  losses  were  grow- 
ing. Many  insurers  experienced  nega- 
tive cash  flows.  Rates  had  to  be  raised 
and  were,  in  some  cases,  by  as  much  as 
1,000%.  At  the  same  time,  many  insur- 
ers abandoned  certain  lines  of  business 
as  their  lowered  incomes  no  longer 
could  support  them. 

The  dislocations  that  this  produced 
in  the  American  business  community 
received  national  attention.  Insurance 
rose  from  a  minor  concern  for  business 
to  the  number  one  issue. 

"In  its  long  history,  the  property  and 
casualty  industry  has  had  a  very  low 
profile  in  terms  of  public  awareness," 
says  Edward  K.  Trowbi  idge,  c  hail  man 
and  chief  exei  utive  ofn<  er  of  the 
Atlantic  Mutual  Cos.  "But  this  certainly 
has  changed  in  re<  en(  years.  The 
i  rsiilts  of  various  surveys  indicate  that 
public  opinion  of  our  industrv  has 
declined.  ( lonsequently,  steps  ,uc  being 

taken  to  int|)n>\c  the  image  of  the 

industt  v  through  more  effective  com- 
munication and  dissemination  oi  infor- 
mation." 

Al  the  same  lime,  the  indusii\  is 

working  "to  restructure  and  rethink 

relationships  with  customers,"  Ronald 
E.  Compton,  president  ol  Aetna  Life  & 

( iasualty,  points  out. 

The  question  now  is  whether  the 

insurance  industry  will  be  able  to com- 

tnunie  ate  elle(  tivclv  and  make  the  tit  c 

ess. ii  \  (  hanges  before  <  hanges  are 
tin  list  upon  it 

li  all  this  sounds  negative,  considei 
what  is  happening. 

PROPOSITION   103 

The  most  tec  cut  jolt  to  the  induMi  \ 

was  the  passage,  albeit  l>\  a  n.ii  row  mar- 
gin, <>f  Proposition  103  in  California.  In 

eflei  t.  the  <  onsumei-ai  li\  isl-sponsot  ed 

measure  calls  lot  a  pi  ivate  business  id 

be  run  l>\  (  onsumer  mandates,  regard- 
less of  the  imp, u  t  on  tin-  bottom  line 
For  out   thing    il  demands  that  the 
industt  \  toll  ba<  k  premiums  ' 

below  1987  rate  lev    V.    It  eliminates  the 

method  <>f  rating  private  passenger 
auto  lisks  by  let  ritorv    mm!  i  .ills  instead 
lot  i.ites  to  he  set  based  on  a  moloiist's 

driving  record,  It  also  opened  the  door 
for  the  banking  industry  i<>  entei  the 


insurance  business.  On  the  regulatory 
front,  it  changed  the  post  of  insurance 
commissioner  from  an  appointed  posi- 
tion to  an  elected  one. 

When  the  measure's  constitutionality 
was  tested  in  the  state  Supreme  Court, 
it  was  upheld  with  one  exception.  If  an 
individual  insurer  could  show  that  it 
would  not  be  allowed  a  fair  rate  of 
return,  then  it  would  be  exempt  from 
the  rate  rollback.  However,  proving 
that  is  going  to  be  difficult.  State 
Insurance  Commissioner  Roxani 
Gillespie,  who  opposed  Proposition 
103,  denied  seven  insurers  exemptions 
from  the  rate  rollbacks  and  says  that 
more  denials  are  in  the  offing. 

The  ramifications  of  Proposition  103 
will  be  felt  for  some  time  to  come. 
Already,  a  number  of  consumer  activists 
have  put  forth  similar  proposals  in 
other  states. 

OTHER  ASSAULTS 

Prior  to  the  passage  of  Proposition  103, 
the  insurance  industry  had  been  facing 
opposition  from  forces  other  than  the 
public  sector.  Last  year,  nine  state  attor- 
neys general,  following  an  investigation 
of  the  insurance  industry  precipitated 
by  the  rate  increases  of  the  mid-1980s, 
filed  a  series  of  lawsuits  against  the 
insurance  business  in  both  the  U.S.  and 
London.  The  attorneys  general 
accused  the  industry  of  manipulating 
the  market  during  the  mid-1980s  to 
bring  about  the  insurance  crisis  for 
their  own  purposes.  They  also  attacked 
the  industry's  advisory  rating  organiza- 
tions, most  particularly  the  Insurance 
Services  Office  (ISO),  alleging  that  the 
use  of  advisory  rates  by  insurers  repre- 
sented collusion  and  was  antitrust  in 
nature.  The  original  nine  attorneys 


general  have  been  joined  by  ten  others. 

On  the  federal  front,  there  was 
already  a  move  to  alter  or  repeal  alto- 
gether the  industry's  limited  antitrust 
exemption  provided  by  the  McCarran- 
Ferguson  Act.  Attempts  had  been  made 
to  remove  this  exemption  before,  but 
the  liability  crisis  of  the  mid-1980s 
added  new  impetus  to  the  push. 

ATTEMPTING  TO  COPE 

The  shock  of  the  California  vote  and 
the  virulence  of  the  other  attacks  took 
the  insurance  industry  by  surprise.  In  a 
relatively  short  time,  the  industry  has 
had  to  reshape  its  thinking,  emerge 
from  its  previously  comfortable  cocoon 
and  mount  a  careful  counteroffensive. 

The  ISO,  in  a  startling  announce- 
ment, has  said  it  will  no  longer  provide 
advisory  rates  to  its  member  companies 
but  will  instead  provide  industry  loss 
information  data  so  that  members  can 
individually  devise  their  own  rates.  ISO 
cited  the  "political  climate"as  its  reason. 

Some  insurers  have  decided  that 
defending  the  McCarran-Ferguson  Act 
just  is  not  worth  the  effort.  Larger 
firms,  in  particular,  are  beginning  to 
question  the  wisdom  of  fighting  for  the 
survival  of  the  smaller. 

Robert  Pike,  vice  president  and  gen- 
eral counsel  for  Allstate  Insurance  Co., 
says  that  Allstate  is  "willing  to  give  up 
the  limited  exemption."  Pike  points  out 
that  McCarran  offered  smaller  compa- 
nies the  opportunity  to  compete  with 
the  major  players  in  the  business.  'The 
limited  exemption  from  antitrust  laws 
granted  the  insurance  industry  under 
McCarran-Ferguson,  passed  in  1945, 
was  intended  to  foster  competition 
within  the  industry  by  allowing  the 
smaller  companies  to  share  data  and 


ROBERT  E.  VAGLEY 

President 

Ameruan  Insurance  Association 

California  voters,  angered  by  ris- 
ing auto  insurance  prices  and  an 
unresponsive  legislature,  last 
November  took  the  law  into  their  own 
hands  and  mandated  lower  insurance 
i  ates   I  he  siau's  Supreme  Court  later 
mitigated  somewhat  the  most  onerous 
impact  of  Proposition  103 — mandated 
price  cuts  without  parallel  cost  reduc- 
tions. But  the  teal  lesson  was  clear. 

Manv  insurers  had  been  losing  touch 
with  theil  (  ustomers'  concerns  and 
weie  reluctant  to  be  part  of  the  solu- 
tion to  their  problems.  The  Proposition 
103 experience  riveted  the  industry's 
attention,  causing  it  to  rethink  its  whole 
relationship  with  customers  and  its  tra- 
ditional role  as  a  pass-through  mecha- 
nism for  costs. 

foday,  we  are  teaching  out  to  restore 
the  once-cc  lial  relationships  we 
enjoyed  wi      mainstream  consumer 


organizations.  We  are  looking  for  ways 
to  be  part  of  the  cost  solution — by  sup- 
porting safety  more  energetically, 
increasing  activities  to  combat  the  cost 
factors  that  force  prices  upward  and 
urging  greater  efficiencies  within  the 
industry. 

Other  industries  can  benefit  from 
our  experience.  Proposition  103  was 
directed  at  insurers.  However,  its  prima- 
ry lesson — that  greater  attention  must 
be  paid  to  customers,  and  to  the  politi- 
cal environment  in  which  we  operate — 
applies  to  all  industries. 

The  public  today  perceives  business 
not  as  wicked,  but  as  apathetic  and  too 
intent  on  its  own  welfare.  The  savings 
and  loan  crisis  and  the  Wall  Street  scan- 
dals have  only  served  to  heighten  that 
perception. 

Greater  responsiveness  to  reasonable 
expectations  and  concerns,  and  a  will- 
ingness to  be  partners  with  our  cus- 
tomers, can  help  change  that  percep- 
tion and  avoid  its  negative  conse- 
quences. 


Introducing  a 
revolutionary  idea  in  insurance. 

The  customer. 


It's  a  bit  shocking  at  first.  Some 
might  even  say  radical.  But  like  most 
revolutionary  ideas,  this  one  isn't  new.  It 
just  hasn't  been  around 
in  a  while.  Except  in  a 
few  places,  like  Atlantic 
Mutual. 

For  over  145  years 
we've  put  the  customer 
first  and  it  hasn't 
hurt  us  one  bit.  The 
secret  of  our  suc- 
cess? A  very  simple 
discovery:  Never 
group  dissimilar 
customers  together. 
Recognize  their 
differences  and 
take  it  from  there. 

Instead  of 
lumping  you 
together  with  all 
our  other  cus- 
tomers, we  pool 
you  with  those 
that  share  similar  risk 
potentials.  So  your  premiums  are 
based  on  reason,  not  blind 
reaction.  f% 

Combined  with  our  &^ 

effective  loss  control  measures, 
our  careful  underwriting 
of  similar  risk  groups 
makes  dividends 


a  real  possibility  for  our  commercial, 
marine  and  personal  lines  customers. 
In  fact,  those  dividends  have 
been  an  indication  of  our  financial 
soundness  through  all  the  bright 
and  dark  areas  of  the 

economic  picture. 
We've  issued 
them  to  one  group 
or  another  every 
year  since  1855. 
Add  exceptional 
responsiveness 
through  a  network 
of  agent  and 
broker  information 
processing 
systems,  fast  claims 
service,  and  prompt 
delivery  of  policies 
and  amendments, 
and  you'll  understand 
why  protecting  our 
customers'  interests  is 
our  biggest  claim. 
After  all,  wasn't 
customer  protection  the 
whole  idea  of  insurance  in  the  first  place? 

Atlantic  Mutual,  45  Wall  Street, 
New  York,  NY  10005. 

^bAtlanticMutual 

What  insurance  is  supposed  to  be. 


s. 


/ 


c  1989  AElnaLile  Insurance  Company. 


The  check  reall 


Few  things  in  life  are  more  frustrating  than 
waiting  for  money  someone  owes  you. 

Particularly  if  that  someone  happens  to  be  an 
insurance  company. 

Unfortunately,  its  not  unusual  to  wait  months 
on  end  for  an  insurance  company  to  pay  up. 


At  Aetna,  we  think  that's  unconscionable. 

So  at  our  Employee  Benefits  Division, we've 
reduced  the  entire  health  insurance  claims  pro- 
cess to  a  mere  nine  days.  Despite  the  fact  that i 
receive  nearly  a  quarter-million  claims  each  day ' 

Of  course,  you  don't  get  results  like  this  by 
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in  the  mail. 


/Etna 


wing  a  wand.  At  Aetna,  it  requires  a  national  on-  We  like  to  think  such  unusual  promptness  is 

e  claims  network,  three  mainframe  computers,  a  key  reason  why  so  many  companies 

'.  automatic  collating  machines,  five  huge  Zip  are  so  quick  to  employ  us  for  their  em- 

de  pre-sorters,  and  225  people  dedicated  sole-  ployee  benefit  programs, 
to  getting  all  those  checks  in  the  mail.  And  why  they're  so  slow  to  leave  us. 

Still,  we  find  that  all  the  extra  effort  pays.  aetna.  we  give  new  meaning  to  the  word  diligent. 


INSURERS 
OUTNUMBERED 


r**> 


\  >--  -s 


H? 


set  rates  accordingly. --We  have  argued 
for  the  retention  of  McCarran- 
Ferguson  on  the  premise  that  it 
benefited  the  consumer  by  fostering 
competition.  But,  in  the  face  of  popu- 
lar demand,  we  are  willing  to  give  up 
the  limited  exemption." 

Pike  adds:  "We  at  Allstate  do  not 
need  McCarran-Ferguson  to  obtain  loss 
information  for  the  setting  of  rates,  nor 
do  any  of  the  other  major  players.  We 
have  our  own  loss  data  upon  which  to 
set  rates.  So  do  other  large  insurers." 

The  Allstate  executive  readily  admits 
that  such  a  change  would  mean  that 
smaller,  regional  insurers  would  be 
hard-put  to  compete  with  the  major 
players  and  that  the  result  could  mean 
a  drastic  reduction  in  the  number  of 
insurers  in  the  field. 

In  an  effort  to  improve  efficient  \. 
insurance  companies  increasingly  are 
turning  to  automation.  William  Hard, 
manager  of  insurance  industry  market- 
ing at  Xerox  Corp.  points  out  that  a 
number  of  providers  are  offering  prod- 
ucts designed  to  achieve  "cost  reduc- 
tion, improved  turnaround  time  and 
increased  quality."  To  zero  in  on  the 
needs  of  the  insurance  industries 
specifically,  Hard  points  out,  "We  hired 
insurance  industi \  and  applications 
professionals  to  develop  the  net  essai  j 

produt  In  " 

THE  OUTLOOK  FOR 
BUSINESS  COVERAGES 

In  tin-  short  term,  most  ol  the  i  hanges 
represent  good  news  foi  pun  hasers  ol 
business  insurance.  Insurers  have 
leai  n<  (I  the  hard  wa)  from  then  pasl 
mistakes.  The)  realize  thai  price  stabili- 
ty is  much  more  important  to  business 
(  onsumers — and  to  themselves — than 
is  |)i  k  e  alone, 

"I'm  es  are  holding  fail  l\  lit  m  in  the 
commen  ial  insurance  market,"  says 
Edward  B.Jobe,  president  and  chiei 
executive  officer  of  American  Re- 
insurance! o    I  ompetition  has  been 
much  more  responsible."  Be<  ause  of 
this,  [obe  says,  lie  does  not  see  "any- 
thing neai  as  \htd  as  happened  in 
198  i     [obt  says  thai  tins  doesn't  mean 

thai  there  isn't  an\  competition.  In 


fact,  he  points  out,  "the  insurance 
industry's  capacity  is  growing  and  pre- 
miums are  beginning  to  drop.  There  is 
an  increasing  appetite  for  business." 
However,  he  adds  that  the  factors  that 
resulted  in  the  last  downturn  and  sub- 
sequent sharp  upturn  in  prices  do  not 
all  exist. 

Jobe  predicts  that  "sometime  in 
1991 ,  businesses  will  begin  to  see  a  'cor- 
rection' in  prices.  But  there  certainly 
shouldn't  be  any  triple-digit  jumps." 

LIFE/HEALTH  ALSO  GETS  HIT 

If  the  property/casualty  insurance 
industry  has  become  the  target  of  out- 
side forces  threatening  to  change  the 
face  of  the  business,  the  life  and  health 
sector  of  the  insurance  world  faces  its 
own  challenges. 

In  the  first  place,  Congress,  in  its 
effort  to  decrease  the  deficit,  is  looking 
to  the  life  insurance  industry  and  its 
consumers  for  additional  revenues. 
Secondly,  the  problems  of  ever-increas- 
ing costs  in  the  health  care  industry 
have  placed  the  industry  squarely  in 
the  public  eye, with  consumers  and  con- 
gressional leaders  looking  to  the  busi- 
ness of  insurance  to  provide  solutions 
to  the  problems.  And  the  AIDS  epi- 
demic is  compounding  their  problems. 

TAXES 

Congress  is  reevaluating  the  Stark/ 
Moore  life  insurance  tax  bill,  passed  in 
1984,  to  determine  if  the  government 
is  getting  enough.  At  the  same  time, 
congressional  leaders  also  are  consider- 
ing whether  some  forms  of  life  insur- 
ance (single-premium,  limited  pay- 
ment, variable  life  and  so  on)  really 
represent  investment  vehicles  rather 
than  life  insurance  and,  therefore, 
should  lose  their  favorable  tax 


treatment.  Robert  A.  Shafto,  president 
of  insurance  and  personal  financial  ser- 
vices with  The  New  England,  believes 
that  Congress  "does  not  want  to  dabble 
any  further  with  the  issue  of  insider 
build-up."  Shafto  goes  on  to  note  that 
Congress  took  the  correct  action  when 
it  determined  to  treat  single-premium 
life  insurance  like  annuities.  "If  a  person 
borrows  money  from  the  policy,  then 
he  faces  significant  tax  consequences. 
In  essence,  Congress  achieved  a  proper 
balance  by  taxing  those  individuals  who 
were  using  single-premium  life  as  an 
investment  while  leaving  those  who 
were  using  it  as  life  insurance  alone." 
Shafto  adds  that  any  tax  on  insider 
build-up  would  really  be  a  tax  on 
"phantom  income,"  that  a  policyholder 
could  only  obtain  by  borrowing  or 
cashing  in  his  or  her  life  insurance. 
"We've  explained  to  Congress  that  the 
cash  value  build-up  essentially  is  a 
mechanism  used  to  level  premiums  so 
that  people  can  continue  to  afford  to 
keep  their  life  insurance  when  the 
probabilities  of  death  are  higher.  Term 
insurance  in  the  later  years  becomes 
prohibitively  expensive." 

HEALTH  INSURANCE  ISSUES 

A  major  challenge  is  the  rising  cost  of 
health  care.  Total  national  health 
expenditures  were  nearly  $497  billion 
in  1987,  an  8%  rise  from  the  previous 
year.  Federal  health  expenditures 
accounted  for  roughly  30%  of  that 
total.  Projections  indicate  that  by  the 
year  2000,  health  care  will  account  for 
roughly  15%  of  GNP. 

The  continuing  concern  over  rising 
health  care  costs,  coupled  with  the 
problems  of  people  not  having  health 
care  insurance  coverage  has  drawn  con- 
gressional attention.  The  concept  of 
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I'n  ddeni 

Independent  Insurance  Agents  of  America 

Independent  insurance  agents  and 
brokers  play  a  unique  role  in  the 
insurance  distribution  system. 
They  sell  and  service  62%  of  America's 
property/casualt)  insurance  and  stand 
squareh.  between  the  company  and  the 
buying  public,  understanding  better 
than  anybody  else  the  problems  and 
c  one  cms  of  both.  That  is  why  it  is  most 
important  for  the  client  to  realize  the 
value  of  a  good  independent  agent,  to 
find  one  and  tell  him  what  is  expected 
from  him — and  foi  each  to  think  in 
tei  ins  of  a  long-term  commitment  to 
the  other. 

Individually  and  through  their  associ- 
ations, independent  agents  are  working 
to  stabilize  markets  by  encouraging 
stronger  loss  control  measures  and 
more  responsive  underwriting  of  risks. 
l'i  u  e  is  important,  yes,  but  it  nevei 


should  have  the  final  word.  Will  the  in- 
surance company  still  offer  the  product 
at  a  reasonable  rate  in  two  years?  Will 
the  agent  still  be  in  business  to  service 
the  account?  How  has  this  line  of  insur- 
ance fared  during  hard  markets?  These 
are  questions  that  must  be  asked  when 
reviewing  risk  management  options. 

Insurance  is  intended  to  provide  the 
public  with  security  and  protection. 
Sharp  increases  and  inconsistent 
underwriting  wreak  havoc  with 
insureds'  budgets  and  create  enormous 
political  pressure  for  more  regulation, 
which  in  turn  eventually  destroys  mar- 
kets. Insurance  can  function  best  in  a 
free  economic  environment,  but  this  is 
a  right  that  the  industry  must  earn  and 
re-earn  every  day.  We  have  urged 
companies  to  be  mindful  of  this  as  the 
industry  continues,  in  the  face  of  an 
extremely  uncertain  legal  and  legisla- 
tive climate,  to  work  with  the  public  to 
adjust  to  the  continuing  societal  pres- 
sures that  require  change  from  us  all. 


XEROX 


All  Insurance  companies 
generate  a  lot  of  paper 

Xerox  helps  you  generate  more 

of  the  right  kind. 


In  your  business  you  generate  a  lot 
of  paper. 

A  LOT  of  paper. 

Forms,  checks,  explanations  of  bene- 
fits, more  forms,  policies,  benefit 
booklets,  more  forms....  It's  endless. 

But  Xerox  can  help  you  generate 
more  of  the  kind  of  paper  you  really 
want  to  generate. 

The  kind  it's  all  about:  money. 

By  providing  you  with  systems 
—hardware  and  software— that  will 
help  you  handle  all  those  forms, 
checks,  policies  and  other 
documents. 

We're  doing  just  that  for  one  of  the 
nation's  most  respected,  and  most 
profitable,  insurance  companies. 
Saving  them  over  two  million  dollars 
every  year. 

And  we're  doing  this  with  Xerox 
systems  designed  to  work  with 
the  mainframes  the  company 


already  had  in  place. 

Now,  not  only  is  the  cost  of  producing 
documents  so  much  less,  but  the 
quality  of  documents  produced  is 
so  much  better.  (And,  after  all,  a 
quality  company  should  have  quality 
documents.) 

Of  course,  this  company  is  not  alone. 

Hundreds  of  insurance  companies 
are  using  Xerox  solutions  to  produce 
policies,  benefit  booklets,  drafts  and 
EOBs,  provider  directories, 
procedure  manuals,  forms,  and  data- 
processing  reports  in  both  central 
and  remote  locations. 

From  printers  to  workstations  to 
software,  Xerox  has  leading-edge 
systems  solutions  specifically 
designed  for  the  insurance  industry. 

But  then,  we've  been  helping 
insurance  companies  find  solutions 
to  their  business  problems  for  over 
ten  years.  So  we  have  the  experience 
to  do  it  right. 


In  addition,  we  back  our  solutions 
with  the  unsurpassed  service  and 
support  of  Team  Xerox.  For  more 
information,  call  Louie  Kramer, 
Insurance  Industry  Marketing,  at 
1-213-333-2604  between  8  a.m.  and 
5  p.m.,  Pacific  Coast  Time.  Or  send 
in  the  coupon. 

And  soon  you'll  be  generating  a  lot 
more  paper.  You  know,  the  green 
kind. 

For  more  information  on  how  to  make  your 
insurance  company  more  profitable,  mail 
this  coupon  to:  Louie  Kramer.  C1-15R 
Xerox  Corporation,  101  Continental  Blvd., 
El  Segundo,  CA,  or  call  Louie  Kramer  at 
1-213-333-2604. 
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PHONE  0152-10-16-89 
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national  health  insurance  legislation 
mirroring  what  has  been  employed  in 
the  United  Kingdom  is  one  which  has 
often  been  discussed,  debated  and  ana- 
lyzed. Senator  Edward  Kennedy  has 
been  sponsoring  national  health  legis- 
lation for  years,  but  in  the  past  has  had 
litde  success  because  of  opposition 
from  the  insurance  industry,  in  particu- 
lar, as  well  as  the  rest  of  the  business 
community.  However,  the  nation's 
health  cost  problem  has  become  so 
severe  and  such  a  burden  to  the  corpo- 
rate community  that  it  appears  atti- 
tudes are  changing. 

This  year,  major  representatives  of 
the  automotive  industry — heretofore 
strong  opponents  of  national  health 
legislation — indicated  that  they  may  be 
changing  their  position.  In  general,  the 
business  community  has  become  more 
receptive  to  some  kind  of  national 
program. 

While  this  continues,  employers  con- 
tinue to  have  to  play  a  balancing  act 
between  the  need  to  control  costs  in 


light  of  rapidly  rising  health  care 
expenditures  and  "the  countervailing 
need  to  continue  with  reasonably  com- 
plete coverage  to  remain  competitive 
with  other  employers,"  notes  Chip 
Sharkey,  senior  rice  president,  national 
marketing  at  CIGNA.  He  points  out 
that  insurance  companies  are  working 
with  employers  to  help  them  achieve 
this  balance  through  the  use  of  flexible 
programs.  These  programs  allow  a 
gradual  transition  from  fully  insured 
plans,  where  the  employee  can  go  to 
the  doctor  of  his  choice,  to  the  man- 
aged care  programs,  where  costs  are 
more  controlled  by  limiting  the  choice 
of  doctors  and  requiring  that  all  servic- 
es go  through  a  primary  care  physician. 

AIDS 

The  AIDS  epidemic  is  a  major  potential 
problem  for  the  life/health  insurance 
industry  on  two  fronts:  potentially 
heavy  losses  and  the  potential  for  an 
image  blast  that  could  rival  that  faced 
by  the  property/casualty  business. 
Already,  civil  rights  and  gay  activists  are 
charging  the  industry  discriminates 
unfairly  when  its  underwriting  reflects 
the  fact  that  the  HIV  antibody  is  pre- 
sent, as  they  say  that  the  presence  of 
the  anubody  does  not  necessarily  lead 
to  AIDS. 

AIDS  is  an  issue  of  tremendous 
social  concern,  and  the  insurance 
industry  has  very  real  concerns  about 
it.  According  to  the  U.  S.  Public  Health 
Service,  1  million  to  2  million 
individuals  are  infected  with  the  HIV 
virus,  and  the  number  of  AIDS  cases 
may  reach  300,000  by  1991,  with 
health  care  expenditures  for  AIDS 
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St's  no  m<  hi  ih. u  the  property/ 
casualty  insurant  <.■  industry  is 
unpopulai  these  days.  Man)  Ameri- 
cans  are  concerned  about  the  price  ot 
auto  insurance.  The  industi  \  is  c  on- 
cerned  too  So  insurers  are  redoubling 
efforts  to  make  auto  insurance  more 
affordable  Foi  all  responsible  drivers. 
Unfortunately,  the  debate  on  auto 
insurant  c  refoi  m  often  is  politicized 
and  oversimplified.  The  industi  \  is  an 

eas)  scapegoat  for  politicians  and 
others  looking  foi  quit  k  answers 
(arbitral  j  rate  i  uts)  to  a<  omplex  prob- 
lem twhat  insurance  pays  for). 

With  public   opinion  so  low.  msui- 

ancc  companies  and  agents  must 
strengthen  effoi  ts  to  i  ommunit  ate  with 
their  ( ustomers  People  must 
understand  what  insui.tnce  pavs  foi. 
\nd  the\  must  believe  thai  companies 
are  doing  all  thej  can  to  fight 
the  causes  foi  using  rates. 


The  challenge  for  the  industry  is  to 
react  to  the  outcry  about  prices  in  a 
positive  wa\ — to  understand  what  con- 
sumers are  feeling,  to  initiate  dialogue 
with  them,  to  explain  why  prices  are  ris- 
ing, to  offer  new  ideas  as  well  as  solu- 
tions thai  alread)  arc-  working  in  some 
states,  and  to  sa\  to  consumers,  "Here's 
what  you  can  do — right  away — to  lower 
your  auto  insurance  bill." 

We  must  open  dialogue  on  the  com- 
plex economic  and  soc  i.il  issues  that 
raise  everybody's  premiums:  medical 
care,  unsafe  cars,  legal  settlements, 
repaii  costs,  hand,  theft,  drunken  driv- 
ing, expensive  new  i  ai  s  and  unsafe, 
congested  roads. 

To  control  premiums,  the  industry 
ic  i  agnizes  that  everyone  must  work 
together:  business  leaders,  consumers, 
legislators,  insurance  companies,  trial 

lawyers,  regulators,  law  enforcement 
officials,  safety  experts — all  interested 
pai  lies. 

For  us  to  be  sue  c  essful,  oui  agenda 
should  serve  the  long-term  interests  of 
our  nation's  millions  of  drivers. 


patients  hitting  between  $8  billion  and 
$16  billion  in  that  year. 

LONG-TERM  CARE 

Another  emerging  issue  on  the  health 
care  front  is  long-term  health  care  for 
the  elderly. 

Solutions  are  just  beginning  to 
emerge  from  the  health  insurance 
industry.  But  in  the  next  20  years  the 
country  will  be  facing  an  increasing 
population  of  retirees  from  the  baby 
boom  generation.  The  responsibility  of 
servicing  those  members  of  society  will 
either  be  taken  up  by  the  private  health 
industry,  or  be  assumed  by  the  federal 
government  and  society  as  a  whole. 

Stu  Grodanz,  director  of  health 
insurance  marketing  for  The  Travelers, 
says  that  the  insurance  industry  is  just 
beginning  to  offer  the  necessary  prod- 
ucts. 'The  industry  now  is  doing  good 
things  that  can  be  long  lasting,"  he  says, 
but  warns  that  overregulation  could 
seriously  crimp  the  creativity  needed  in 
this  area. 

At  Travelers,  Grodanz  points  out  that 
the  firm  developed  a  long-term  care 
product  two  years  ago  after  expensive 
research  into  the  problem.  He  says  that 
the  industry  was  concerned  that  long- 
term  care,  without  a  hospitalization 
requirement,  was  not  insurable  because 
of  the  electability  of  entering  a  nursing 
home.  However,  "after  listening  to  con- 
sumer groups  and  talking  to  many 
elderly  people,  a  few  messages  came 
through  loud  and  clear.  The  patient 
clearly  prefers  to  stay  home  and  be 
treated  there  if  medically  possible." 
The  idea  that  a  person  would  willingly 
enter  a  nursing  home  proved  com- 
pletely false.  As  a  result,  Travelers  intro- 
duced Independent  Care,  a  long-term 
care  product  that  offers  a  variety  of  cov- 
erage options  for  home  health  care, 
adult  day  care  and  nursing  home  care, 
all  with  no  requirement  for  any  hospi- 
talization. 

THE  FINAL  RESULTS 

The  insurance  industry  is  taking  many 
of  the  right  steps  to  bring  greater  stabil- 
ity to  the  marketplace.  However,  it  still 
must  convince  its  critics  that,  despite 
its  flaws,  it  continues  to  represent  the 
best  way  to  handle  risk  transfer.  Failure 
to  bring  that  message  home  could 
result  in  a  much  smaller  and  less 
competitive  industry  to  the  detriment 
of  all  consumers. 

Phil  Zinkewicz  has  been  a  journalist  special- 
izing in  the  insurance  industry  for  20  years. 
In  addition  to  Forbes,  he  has  written  for  Inc. 
Magazine.  East-West  Publications,  OMNI  and 
\ai  ious  London  publications.  He  has  been 
features  editor  of  The  Insurance  Advocate,  a 
weekly  insurance  trade  publication,  and  The 
International  Insurance  Monitor. 

Designed  bv  November  and  Lawrence, 
Inc.,  N.Y.  Illustrations  by  Marry  Norman. 
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^■IBb™   9    Wiljr«««    You  need  insurance 
for  your  premises,  machinery  and  data  processing  equip- 
ment plus  workers'  compensation,  disability  and  a 
benefits  plan.  It's  enough  to  keep  a  risk  manager  busy, 
but  that's  a  luxury  few  small  businesses  can  afford.  That's 
where  we  come  in.  We  work  with  you  to  reduce  risk,  to 
set  up  safety  programs  and,  because  as  Independent  Insur- 
ance Agents,  we  represent  several  fine  companies,  you 
get  to  choose  the  right  policies  at  the  right  price,  with  the 
right  service. 

An  Independent  Agent  —  the  only  risk  manager  you 
might  ever  need. 

INDEPENDENT  INSURANCE  AGENTS  OF  AMERICA 

...and  the  insurance  companies  we  represent 


American  Re's  services  are  only 
available  at  the  above  location. 


Now  all  of  the  services  of  American  Re  are  available 

to  traditional  and  non-traditional  clients 

around  the  world  through  AM-RE  MANAGERS.  INC. 

Facultative,  Treaty  and  International 

reinsurance  services.  Claims  services  like:  Catastrophe, 

Massive  Injury,  Litigation,  and  Arson  Detection 

and  Fire  Investigation  Management.  Financial  services  like 

Tax  Consulting  and  Balance  Sheet  Protection51" 

(financial  reinsurance).  Professional  Underwriting 

and  Underwriting  Audit.  Analysis  of 
Data  Processing  Systems  and  Technical  Training. 

AM-RE  MANAGERS,  INC. 
The  source  for  reinsurance  services  worldwide. 


>  AM-RE  MANAGKRSI 

The  American  Re-Source 

A  subsidiary  ol  American  Reinsurance  Company 

erican  Re  Plaza.  555  College  Road  Easi.  Princeton.  NJ  08543-5241,  Telephone  609  275-2000 

•  Boston  •  C  :     •         ..jo  •  Columbus  •  Dallas  •  Hartford  •  Kansas  City  •  London  •  Los  Angeles  •  Melbourne  •  Minneapolis 
Mc  '       •  • :  'hiiadelphia  •  Princeton  •  San  Francisco  •  Santiago  •  Singapore  •  Sydney  •  Tokyo  •  Toronto 


The  Up  &  Comers 


Merchandisers 


Harvey  and  Bob  Weinstein  may  look  like 
longshoremen,  but  their  Miramax  Films 
distributes  some  of  the  more  interesting, 
and  profitable,  movies  in  the  business. 

"We  don't  want  to 
be  Walt  Disney" 


By  Lisa  Gubernick 


Bob  and  Harvey  Weinstein,  co- 
chairmen  of  Miramax  Films, 
look  like  they  belong  on  a  load- 
ing dock,  not  distributing  tony  art- 
house  films.  Harvey,  37,  is  given  to 
stained  windbreakers  and  two-day-old 
stubble.  Little  brother  Bob,  34,  is  only 


slightly  more  formal  in  a  rumpled 
navy-blue  sports  jacket  and  open- 
necked  shirt. 

But  don't  be  fooled  by  their  sartorial 
disarray.  Over  the  last  ten  years  the 
brothers  Weinstein  have  built  one  of 
the  few  successful  independent  film 
companies  around.  Among  the  films 
they  have  distributed  are  Aria,  I've 


Heard  the  Mermaids  Singing,  The  Thin 
Blue  Line  and  Academy  Award-winner 
Pelle  the  Conqueror.  This  year  the 
Weinsteins  had  a  big  breakthrough, 
distributing  the  cult  movie  turned 
box  office  hit  sex,  lies  and  videotape. 

Miramax  (named  for  the  Wein- 
steins' parents,  Miriam  and  Max) 
should  gross  about  $28  million  this 
year,  roughly  double  what  the  compa- 
ny brought  in  the  year  before.  The 
Weinsteins  won't  talk  about  profits, 
but  it  seems  likely  that  their  privately 
held  firm  will  make  as  much  as  $5 
million  pretax  this  year. 

"They  are  like  the  old-time  mo- 
guls," says  Thomas  Sherak,  head  of 
domestic  distribution  and  marketing 
for  Twentieth  Century  Fox.  "They  are 
wheeler-dealers  who  know  how  to 
push." 

The  Weinstein  brothers,  sons  of  a 
47th  Street  diamond  dealer,  grew  up 
in  Flushing,  Queens,  in  the  shadow  of 
Shea  Stadium.  They  left  for  college  in 
Buffalo,  N.Y.  in  the  mid-1970s,  but  as 
brother  Bob  puts  it,  they  weren't  espe- 
cially interested  in  school.  "We  went 
to  the  University  of  47th  Street,"  says 
Bob  Weinstein.  "We  were  a  business- 
oriented  family — street  smarts  were 
important." 

Those  lessons  came  in  handy  when 
Harvey,  as  a  member  of  the  student 
council  at  the  State  University  of 
New  York  at  Buffalo,  started  promot- 


Miramax  Film's  Bob  (left)  and  Harvey  Weinstein 

"We're  the  guerrillas.  We  snipe  and  we  nit  and  we  win  a  few  battles,  then  we  retreat. 
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ing  rock  concerts.  When  the  school 
funding  for  a  Steven  Stills  concert 
came  up  short,  Harvey  borrowed 
$2,500  from  a  friend  and  some  money 
from  a  local  pizza  joint  and  produced 
the  concert  himself. 

In  1978  Harvey  brought  his  brother 
into  the  business;  they  scraped  to- 
gether $50,000  to  purchase  a  dilapi- 
dated movie  house  in  downtown  Buf- 
falo. For  the  next  five  years  the  broth- 
ers booked  a  smattering  of  rock  'n'  roll 
acts,  including  Billy  Joel  and  the 
Grateful  Dead. 

To  keep  the  movie  house  filled  be- 
tween concerts,  they  started  running 
film  festivals.  "We'd  show  Alice's  Res- 
taurant at  7,  The  Sting  at  9  and  Jimi 
Plays  Berkeley  at  midnight,"  recalled 
Harvey.  "Two  thousand  kids  would 


brought  a  brand  of  street-smart  mar- 
keting that  the  art-film  world  had 
rarely  seen  before.  The  original  ad 
campaign  for  Erendira  featured  its 
star,  Irene  Papas,  then  in  her  50s.  "She 
appealed  to  an  older  audience,"  says 
Bob  Weinstein.  "We  figured  we'd  try 
another  element." 

His  solution  was  to  create  new  pub- 
licity focusing  on  one  of  the  movie's 
featured  players,  a  doe-eyed  Brazilian 
ingenue  named  Claudia  Ohana.  They 
persuaded  Ohana  to  come  to  the  U.S. 
to  do  a  publicity  tour,  and  even  to  sit 
for  a  rather  provocative  spread  in  Play- 
boy. The  film  ended  up  grossing  nearly 
$3  million. 

For  the  next  few  years,  Miramax 
bumped  fitfully  along,  distributing 
three  or  four  films  a  year,  rolling  over 
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Andic  MacDoweU,  star  of  "sex.  Ins  ami  videotape' 
Nobody  was  expecting  a  hit. 


show  up  and  live  at  the  theater  on 
weekends."  By  1980  they  decided  to 
expand  from  exhibiting  films  to  dis- 
tributing them.  Their  first  purchase, 
for  $180,000,  was  a  five-hour  concert 
tape  from  Great  Britain  featuring 
Sting,  the  Monty  Python  comedy 
troupe  and  Phil  Collins.  The  Wein- 
stcins  cut  the  film  down  to  two  hours, 
retitled  it  i/v  secret  Policeman's  Other 
Hall  and  started  distributing  it  around 
the  country.  The  film  grossed  more 
than  $6  million  at  the  box  office. 

The  next  year  the  Weinsteins 
moved  their  company  back  to  Man- 
hattan and  moved  into  the  film  acqui- 
sition business  in  earnest.  Their  office 
was  a  one-bedroom  apartment  on 
57th  Street,  which  doubled  as  Har- 
vey's living  quarters.  Their  first  pur- 
chase: Erendira,  a  surrealistic  Brazil- 
ian film  scripted  by  Nobel  laureate 
Gabriel  Garcia  Marqucz,  which  they 
picked  up  for  around  $50,000. 

To  Erendira  the  Weinstein  brothers 


the  receipts  from  one  film  into  the 
purchase  of  the  next.  Says  Bob:  "We 
existed  from  movie  to  movie."  Then, 
in  March  1988,  life  eased  up.  Midland 
Montagu  Ventures,  an  arm  of  London- 
based  Midland  Bank,  approached  the 
brothers,  offering  them  a  $25  million 
debt/equity  package. 

Money  in  hand,  the  brothers  ex- 
panded from  acquisition  to  produc- 
tion. Unlike  the  other  independent 
production  houses  that  have  started 
and  flailed  over  the  last  several  years 
(the  Cannon  Group,  DeLaurentiis  En- 
tertainment Group,  Weintraub  Enter- 
tainment Group),  the  Weinsteins 
were  determined  not  to  go  head  to 
head  with  the  big  studios.  "The  major 
studios  are  the  big  American  Army," 
says  Bob.  "If  we  went  straight  up 
against  them,  they  would  nuke  us. 
We're  the  guerrillas.  We  snipe  and  we 
hit  and  we  win  a  few  battles,  then  we 
retreat.  We're  good  at  being  niche 
players.  We  don't  want  to  grow  up  and 


be  another  Walt  Disney." 

The  brothers'  first  production  proj- 
ect was  Scandal,  a  $7  million  coven- 
ture  with  Britain's  Palace  Pictures. 
The  film  stars  Bridget  Fonda  (Peter's 
daughter)  and  John  Hurt.  It  tells  the 
tale  of  Christine  Keeler,  whose  affair 
with  John  Profumo  rocked  the  British 
government  in  the  early  1960s.  Re- 
calling the  promotional  success  of 
Erendira's  Ohana,  Scandal 's  print  ad- 
vertisements featured  a  nude  Joanne 
Whalley-Kilmer,  the  actress  who 
played  Keeler,  snaked  strategically 
around  a  black  chair.  Then  the  Wein- 
steins brought  the  real  Christine 
Keeler  to  the  U.S.  to  do  the  talk-show 
circuit.  Thanks  in  no  small  part  to  the 
Weinsteins'  promotional  antics,  Scan- 
dal should  gross  over  $30  million 
world-wide. 

Says  Fox'  Sherak,"They  can  give 
tender  loving  care  to  the  kind  of  pic- 
tures that  might  fall  through  the 
cracks  at  a  major  studio." 

The  Weinsteins'  personal  touch 
also  paid  off  big  with  sex,  lies  and  vid- 
eotape. When  the  brothers  acquired 
the  film  last  January,  nobody  thought 
it  was  much  more  than  a  tiny  art- 
house  movie.  The  writer/director, 
Steven  Soderbergh,  hoped  for  a  limit- 
ed run.  The  Weinsteins  wanted  more. 
They  insisted  on  taking  the  film  tc 
the  Cannes  Festival  (where,  at  the  last 
minute,  Harvey  muscled  the  film  intc 
the  competition  by  besieging  the  fest 
tival's  director  at  home  with  post- 
midnight  phone  calls),  and  it  paid  ofl 
big.  The  film  walked  off  with  the 
Palme  d'Or  as  well  as  the  prize  foi 
best  actor. 

"I  thought  we  would  get  stomped,' 
says  Soderbergh.  "But  these  guys 
knew  what  they  were  doing."  Soder- 
bergh's  film  is  currently  projected  tc 
gross  over  $20  million. 

At  the  end  of  November  the  broth- 
ers will  be  taking  on  their  most  diffi- 
cult challenge  to  date:  My  Left  Foot,  the 
story  of  the  late  Irish  artist  Christy 
Brown,  who  triumphed  over  cerebra 
palsy  to  become  one  of  the  country's 
most  respected  poets  and  painters 
The  film  stars  the  acclaimed  younj 
British  actor  Daniel  Day  Lewis  as  the 
handicapped  poet.  Lewis  recently 
won  the  best  actor  award  at  the  Mon 
treal  World  Film  Festival  for  his  rolti 
in  the  film.  Says  Harvey:  "I  don't  can 
if  me  and  my  brother  have  to  walk 
through  the  subway  handing  out  pam 
phlets  that  say  'You  don't  have  to  be 
Irish  to  love  My  Left  Eoot,'  with  pic 
tures  of  a  Hasidic  Jew  sitting  next  to  i 
Chinese  guy.  I  will  get  people  to  see 
this  movie." 

Few  people  who  know  him  doubi 
him.B 
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Maybe  transportation  offers  the  relief  you  need. 

If  you  own  your  trucks,  would  full  service  leasing 
free  capital  that  could  work  harder  elsewhere?  If  you 
lease  trucks,  are  you  getting  the  service  you  pay  for? 

And  is  that  service  backed  up  with  driver  evalua- 
tions and  preventive  maintenance  to  reduce  accident 
losses  and  downtime? 

If  you  re  interested  in  this  kind  of  thinking,  let  us 


prepare  a  detailed  analysis  comparing  the  cost  of  own- 
ing your  fleet  to  Ryder  Full  Service  Leasing.  Just  call 
us  at  1-800-446-5511,  Extension  111. 


And  together,  we'll 
try  to  make  your  next 
cut  the  one  you've 
worked  for  all  along.  A 
bigger  piece  of  the  pie. 
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The  Up  &  Comers 


Recoveries 


When  Texfi  Industries  founder  refused  to 
make  way  for  an  executive  who  could  save 
the  company,  the  board  at  first  demurred. 
But  eventually  it  did  the  right  thing. 

Scuffle  in 
the  boardroom 


By  Alyssa  A.  Lappen 


When  L.  Terrell  Sovey  Jr.  took  the 
helm  of  Texfi  Industries,  Inc.  five 
years  ago,  the  textile  outfit  was  in 
deep  trouble.   Sales  had  been  on  a 


downward  slide  for  a  decade.  The  firm 
narrowly  escaped  filing  for  protection 
from  its  creditors  in  1980.  By  1984  it 
was  again  on  the  brink.  Indulgences 
like  the  corporate  jet  and  the  elegant 
mansion  that  served  as  a  corporate 


retreat  were  embarrassments. 

Today  little  Texfi,  based  in  Rocky 
Mount,  N.C.,  is  among  the  textile  in- 
dustry's healthiest  outfits.  In  the  year 
ending  Oct.  31,  the  company  is  ex- 
pected to  earn  nearly  $11  million  on 
sales  of  $236  million.  That  would  give 
Texfi  a  return  on  sales  of  nearly  5% 
aftertax — almost  half  again  as  much 
as  the  industry  median.  Return  on 
equity:  an  impressive  37%.  The  story 
of  Texfi 's  turnaround  is  the  story  of  a 
company  struggling  to  transform  it- 
self in  a  fast-changing  industry. 

In  hindsight,  the  reasons  for  Texfi's 
decline  seem  obvious.  Founded  in 
1963  to  make  polyester  double  knits, 
the  smallish  company  ranked  third  in 
polyester  sales,  after  giants  Milliken 
&  Co.  and  Burlington.  At  the  peak  of 
the  double-knit  craze  in  the  late  Six- 
ties and  early  Seventies,  Texfi  founder 
Joseph  Hamilton  grew  so  enthusiastic 
over  polyester's  prospects  that  he  in- 
vested $40  million  in  two  polymer 
plants  to  crack  oil  and  extrude  syn- 
thetic fibers.  This  allowed  him  to 
sidestep  polyester  suppliers  like  Ce- 
lanese  and  E.I.  du  Pont  de  Nemours. 

But  when  polyester  double  knits  be- 
gan to  fall  out  of  fashion  in  the  mid- 
Seventies,  the  polymer  plants  became 
a  weight  around  Texfi's  neck.  Their 
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Dismantling  the  club. 
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3CCASI0NALLYTHE  DREAMS 
If  A  SMALL  BUSINESS  OWNER 

COME  TRUE. 


Now  there's  a  small  business  phone  system  could  only  dream  of  having  until  now.  If  your  business 

ith  more  features  than  many  big  business  sys-  has  100  or  fewer  employees,  call  1-800-NORSTAR  for  a 

3ms.  It's  easier  to  use,  too,  because  it  guides  you  free  performance  video.  And  see  just  how  big  an  idea 

:ep  by  step  through  everything.  It's  NORSTAR  telecommunications  was  meant 

-a  level  of  technology  a  small  business  owner  to  be— even  for  a  small  business. 


I\t 


northern 
telecom 


Built-in  speaker  on 
every  phone  lets  you 
call  or  a nswer  without 
picking  up  the 
handset 


Connects  to  your 
PCs,  fax  machines, 
and  other  office 
comm  unica  tions 
equipment 


Instant,  one-touch  dialing 
of  the  numbers  you  call 
most  often 


Easy-to-read 
display  guides 
you  step  by  step 
through  over 
70  features 


Messaging  lets 
you  get  in  touch 
and  get  on  with 
your  work— no 
more  telephone  tag 


Conveniently 
located  volume 
control  for  ringing, 
handset,  and 
speaker 


NORSTAR  conference 
calling  makes  it  easy  to 
set  up  three-way  calls 


tial  1-800-NORSTAR 
rrafree 
erformance  video 


Programmable  memory  keys 
give  you  one-button  access  to  your 
favorite  fea  tures 


NORTHERN  TELECOM 

THE      POWER      BEHIND      NETWORKIN  G~ 


C  1989  Northern  Tfelecom.  NORSTAR  is  a  trademark  of  Northern  Tfelwom. 


Personal  Affairs  welcomes  Cross  Creek  to  its  premiere  issue  October  23rd. 
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THEEXCEPTIONALSHIRT 


EuroBusiness 

The  European  Business  Magazine 


Shape  up  to  the  new  Europe! 


Until  now,  Europe  has  had  no  equivalent  of  Forbes 
—  a  quality  business  magazine  serving  the 
interests  of  its  business  community.  If  you  had  an 
active  business  interest  in  Europe,  you  had  to 
undertake  the  expensive  management  exercise  of 
trying  regularly  to  digest  three  or  more  "regional" 
business  newspapers,  six  weekly  or  monthly 
magazines  and  countless  specialist  newsletters. 

Not  any  more. 

EuroBusiness  will  keep  you  informed, 
forewarned  and  forearmed 

At  only  $49  for  an  annual  subscription,  it's  an  insurance 
policy  your  company  cannot  afford  to  live  without.  Find  out 
for  yourself  how  invaluable  EuroBusiness  is.  Write  or  call 
for  further  information. 

Call  toll-free  1  800  633-4931  or  (205)991-6920  (inside  AL  and 
outside  the  US)  or  write  to  World  Of  Information,  P.O.  Box  830430, 
Birmingham,  AL  35283-0430. 


huge,  expensive  facilities  were  state 
of  the  art,  but  they  couldn't  make 
anything  besides  polyester  double 
knits,  which  no  one  wanted.  Hamil- 
ton tried  to  hang  tough,  but  by  198C 
the  trend  away  from  double  knits  had 
walloped  the  company,  leaving  it 
with  a  loss  of  $21  million  for  the  year, 
on  sales  of  $145  million.  Lenders 
yanked  Texfi's  credit  lines. 

Forced  to  act,  the  board  recruited 
Terrell  Sovey,  an  18-year  veteran  oi 
Milliken  (Forbes,  May  29)  and  formei 
chief  executive  of  M.  Lowenstein,  a 
New  York-based  textile  firm.  At  Mil- 
liken,  among  other  things,  Sovey 
helped  set  up  stringent  cost  controls, 
built  the  finished  apparel  fabrics  busi 
ness,  and  turned  around  the  division 
that  makes  industrial  knits,  for  use  as 
a  reinforcing  material  in  vinyl  fabrics. 


"Sovey  cut  $  1  million 
tickets,  and  got  down  to 
$25,000  tickets,  and  soon 
he'd  find  another  $100,000 
going  down  a  rat  hole." 
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Sovey  left  Milliken  in  1977  to  heac 
up  a  successful  turnaround  at  Lowen 
stein,  but  departed  after  a  poweil 
struggle  with  Lowenstein  Chairmar. 
Robert  Denheim.  That  taught  Sovey 
not  to  share  authority.  So  when  Tex 
fi's  board  offered  to  make  him  chie! 
executive,  with  Hamilton  as  chair 
man,  Sovey  refused. 

Sovey,  then  49,  did,  however,  agree 
to  join  Texfi's  board  and  work  as  i 
part-time  adviser.  In  this  capacity,  he 
began  applying  to  Texfi  some  of  the 
cost-saving  techniques  he  had  used  at 
Milliken  and  Lowenstein.  At  his  sug 
gestion,  the  board  began  to  sell  dou 
ble-knit  plants  and  halved  the  head 
quarters'  staff  from  its  peak  of  200.  Ii 
sold  the  corporate  jet  and  reduced  the 
size  of  Texfi's  lavish  national  sale; 
offices  at  New  York's  W.R.  Grace 
Building  from  two  floors  to  a  third  of  i 
floor.  General  Electric  Credit  Corp 
soon  loosened  Texfi's  credit  lines.  By 
1981  the  firm  was  breaking  even. 

These  and  other  sensible  moves 
gradually  built  the  board's  trust  ir 
Sovey,  and  simultaneously  reducec 
Hamilton's  influence.  But  it  took  an 
other  brush  with  Chapter  11  before 
the  board  hired  Sovey  as  chairmar 
and  chief  executive.  In  1982  Hamil 
ton  announced  he  had  found  a  buyei 
for  the  company — only  to  have  the 
deal  fall  through.  Furious  that  man 
agement  was  looking  for  buyers  in 
stead  of  refining  its  business,  Genera 
Electric  Credit  insisted  that  Texfi  ap 
point  a  full-time  president.  A  market 
ing  manager  was  promoted  to  the 

FORBES,  OCTOBER  16,  1989 


When  you  first  handle  a  Patek  Philippe  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
Ne  know  the  feeling  well.  We  experience  a  sense  of 
Dride  every  time  a  Patek  Philippe  leaves  the  hands  of 
)ur  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
\  lifetime. 

Ne  made  this  watch  for 
/ou  —  to  be  part  of  your 
ife  —  because  this  is  the 
vay  we've  always  made 
watches. 

\nd  if  we  may  draw  a  con- 
tusion from  five  genera- 
ions  of  experience,  it  will 
De  this:  a  Patek  Philippe 
ioesn't  just  tell  you  the 
ime,  it  tells  you  something 
about  yourself. 


Ref  3940  Man's  complicated  wrist-watch 

Automatic  Perpetual  calendar  Moon-phases 

Available  in  18K  or  platinum 


PATEK  PHILIPPE 

GENEVE 


For  an  elegantly  bound  2-voIume  set  illustrating  our  men's  and  womens 

timepieces,  send  S8-or  for  a  brochure  of  current  styles  write  to 

Patek  Philippe.  10  Rockefeller  Plaza,  Suite  629  (F).  New  York  NY  10020 


Ken  Hawkins 


Terrell  Sorer  (right)  with  machinery  supplier 

The  higher  the  stock  rises,  the  richer  he  gets. 


president's  seat — just  in  time  for  the 
1982  recession.  By  1984  ballooning 
inventories  and  growing  losses  once 
again  threatened  to  put  Texfi  under. 

Hamilton,  still  Texfi's  chairman, 
proposed  selling  the  ailing  firm  to 
Wellford,  S.C. -based  Jackson  Mills. 
But  an  outside  director,  James  Styers, 
former  Wachovia  Bank  president,  had 
other  ideas.  Styers  was  impressed  by 
Sovey's  cost-cutting  abilities  and  was 
convinced  that  with  Sovey  at  the 
helm  Texfi  could  go  it  alone.  Styers 
secretly  asked  Sovey  if  he  would  be- 
come chairman  and  chief  executive  if 
Hamilton  retired — and  then  lobbied 
every  board  member  until  they  all 
went  along.  Sovey  made  Styers'  job 
easier  by  offering  to  work  for  nothing 
the  first  year.  Says  Sovey,  "I  had  fid- 
dled with  this  thing  for  four  years,  and 
I  wanted  the  opportunity  to  run  it,  to 
solve  the  problems."  In  1984  the 
board  accepted  Hamilton's  resigna- 
tion and  named  Sovey  chairman  and 
chief  executive. 

When  Sovey  offered  to  work  for  free 
for  a  year,  he  did  so  on  the  basis  of  an 
unusual  incentive:  As  part  of  his  fee 
for  his  earlier  consulting  work,  Sovey 
had  earned  options  on  100,000  Texfi 
shares.  In  1984  the  stock  was  selling 
at  only  $1.50  per  share,  below  his  ex- 
ercise price.  Only  by  orchestrating  a 
turnaround  would  the  options  be 
worth  anything.  On  the  other  hand,  if 
Hamilton  had  managed  to  sell  the 
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company,  Sovey's  options  would  like- 
ly have  been  worth  next  to  nothing. 

Once  in  charge,  Sovey  scrutinized 
every  expense,  from  Texfi's  pension 
plan  to  its  Federal  Express  bills.  He 
closed  the  Greensboro,  N.C.  head- 
quarters, pared  the  corporate  staff 
from  100  to  4,  and  moved  them  to 
Texfi's  flagship  plant  in  Rocky 
Mount.  Savings:  $3  million  a  year. 

"Texfi  was  a  country  club  and  Ter- 
rell dismantled  the  club,"  exclaims 
John  Rainey,  a  private  investor  who 
now  controls  nearly  9%  of  Texfi's 
stock  and  has  been  a  board  member 
since  1985.  "Every  week  he'd  have 
meetings  and  whack  away  at  over- 
head. He  started  with  the  $1  million 
ticket  items,  and  got  down  to  $25,000 
ticket  items,  and  pretty  soon  he'd  find 
another  $100,000  going  down  a  rat 
hole."  Within  a  year,  Texfi  was  break- 
ing even  again. 

Next,  Sovey  began  cutting  debt, 
then  nearly  100%  of  Texfi's  meager 
$27  million  in  capital.  Debt  fell  21% 
when  he  swapped  $16  million  in 
4.75%  bonds  for  $11  million  in 
11.25%  bonds  and  raised  nearly  $6 
million  in  new  equity  by  offering 
shareholders  the  right  to  buy  new 
shares  at  a  10%  discount.  He  also 
loosened  creditors'  hold  on  Texfi  by 
negotiating  new  credit  lines  with 
First  Union  National  Bank  of  North 
Carolina  and  later  Barclays  Bank. 

Meanwhile,  Sovey  whittled  down 


the  old  double-knit  business,  closing 
and  selling  off  all  but  two  plants.  By 
1986  Texfi's  total  sales  were  just  $85 
million,  down  from  $145  million  six 
years  earlier.  At  the  remaining  plants, 
he  stopped  making  double  knits  and 
instead  developed  a  new  line  of  high 
fashion  blends,  combining  polyester 
with  wool,  rayon  and  cotton.  He  also 
began  making  fire-retardant  cloth  for 
use  in  drapes  and  bedspreads  at  hotels 
and  convention  centers. 

Texfi  had  huge  tax-loss  carryfor 
wards  that  it  could  only  hope  to  use 
by  expanding  quickly.  Thus  Sovey  be 
gan  shopping  for  new  businesses.  H( 
perused  dozens  of  firms,  refusing  to 
buy  anything  that  would  not  quickly 
return  at  least  20%  on  assets. 

Like  Napoleon,  Sovey  was  a  lucky 
general.  In  1986  Congress  passed  the 
Tax  Reform  Act,  one  by-product  of 
which  was  that  firms  would  no  longe: 
be  allowed  to  avoid  double  taxatioi 
on  appreciated  assets.  Suddenly, 
late  1986,  many  firms  that  had  been 
holding  out  for  high  prices  were  eager 
to  close  sales  before  Dec.  31.  Within 
three  months,  Texfi  spent  $24  million 
to  buy  Highland  Yarn  Mills,  Marion 
Fabrics  and  Stedman  Elastic.  To  help 
fund  the  growth,  the  company  last 
year  raised  $25  million  by  issuing  pre 
f erred  shares  at  $10  each. 

Now  Texfi  is  in  a  wide  range  of  new 
niche  businesses — making  everything 
from  narrow  elastic  fabrics  and  map 
holders  for  General  Motors  to  mat- 
tress ticking  for  state  prisons  and  yam 
for  underwear  and  sweat  clothes.  Th 
firm  has  spent  another  $40  million  on 
new  machinery  to  upgrade  those  busi 
nesses  and  others. 

More  recently,  Sovey  bought  Vertex 
Sportswear,  a  fleecewear  firm,  and 
Kingstree  Knits,  a  T  shirt  outfit.  So- 
vey's idea  is  to  cushion  Texfi  against 
the  market's  future  vagaries:  When 
one  product  goes  soft,  others  shouli 
pick  up  the  slack. 

Some  of  Texfi's  new  businesses 
have  good  growth  potential.  Take 
Elastex,  Inc.,  Texfi's  elastic  products 
division.  Since  1986  sales  have  grown 
from  almost  $7  million  to  $24  mil 
lion.  Having  bought  two  new  elastic 
firms,  Sovey  thinks  Texfi's  elastic 
business  could  reach  $40  million  by 
1991.  Overall,  Texfi  should  have  sales 
of  more  than  $300  million  next  year 

Sovey  still  has  plenty  of  incentive 
to  keep  Texfi  on  its  current  growth 
trajectory.  Thanks  largely  to  the  op 
tions  he  exercised  in  1986,  Sovey  now 
owns  5%  of  Texfi.  At  $11  per  share, 
that  stock  is  worth  more  than  $4  mil- 
lion. "Every  time  the  stock  goes  up 
$1,"  he  says,  "I  make  a  lot  of  money." 
Few  would  doubt  he  deserves  it.  ■ 


FORBES,  OCTOBER  16,  1989 


r  704AM 


'715AM 


AST  PERFORMANCE  IS  NO  GUARANTEE  OF  FUTURE  SUCCESS. 

RUT  IT'S  SOMETHING  TO  CONSIDER. 


Mutual  funds  haven't  always  been  your 
■rvday  investment.  Forty  years  ago  there 
rent  many  kinds  of  funds. 

Just  some  common  stock  funds  and 
ne  bond  funds.  But  Jack  Dreyfus  thought 
were  poised  for  growth. 

In  1951  he  began  managing  one  of  the 
liest  funds  to  actively  seek  growth  of  cap- 
I  for  its  shareholders. 

It's  a  hunch  that  paid  off.  Not  just  for 
ireholders  of  The  Dreyfus  Fund,  but  for 
ireholders  of  the  many  growth  funds  that 
lowed  it  in  the  1950s  and  1960s.  In  the 
d-1970s.  when  rising  interest  rates  were 


stranding  savers  in  low-paying  FDIC  insured    assets,  but  a  year  ago  we  created  a  fund  spe- 
passbook  accounts,  we  developed  Dreyfus     cifically  designed  to  shift  freely  among  stocks, 


Liquid  Assets. 

And  in  the  late  1970s  when  inflation 
was  pushing  everyone  into  higher  tax 
brackets,  we  lobbied  for  a  bill  that  allowed 
Dreyfus  to  offer  the  first  incorporated  tax- 
exempt  fund. 

The  rest  is  history.  These  days  there 


bonds  and  money  market  instruments,  depend- 
ing on  the  climate. 

Dreyfus  Capital  Value,  like  other 
Dreyfus  funds  before  it.  is  a  product  of  its 
time.  Will  it  too  give  rise  to  a  whole  new 
category  of  funds?  No  one  knows. 

But  one  thing  is  certain:  our  past.  And 


isn't  a  fund  company  worth  its  800  number  that's  one  way  to  evaluate  the  future.  Obtain 
that  doesn't  offer  a  wide  range  of  money  mar-  a  prospectus  from  your  securities  dealer  or 
ket  and  tax  exempt  funds,    f^k.  £•  cal1  1-800-648-9048 . 

Today  everyone  talks      fc^fllPjVlTl  f^     Please  read  the  prospectus 


about  the  need  to  allocate 


E>reyfus 

The  right  fund  at  the  right  time. 


carefullv  before  investing. 


WE  DESIGN  EVERY  VO 


You're  looking  at  a  perfect  Volvo.  A  Volvo  that 
performed  exactly  as  our  safety  engineers  designed  it  to. 

Its  front  and  rear  ends,  for  example,  collapsed  on 
impact.  As  a  result,  much  of  the  crash  energy  was  absorbed 
instead  of  being  passed  on  to  the  passengers. 


The  car's  middle  section,  however,  didn't  colk 
That's  because  the  entire  passenger  compartment  is  I 
surrounded  by  Volvo's  unique  "safety  cage."  Made  olj 
box  section  steel  pillars,  this  protective  housing  is  st 
enough  to  support  the  weight  of  six  Volvos. 


CALL  TOLL  FREE  FOR  YOUR  CATALOG  OF  1990  VOLVOS   1-800-221-9136        ©  1989  VOLVO  NORTH  AMERICA  CORPORATION 


J 


0  TO  LOOK  LIKE  THIS. 


,Jut  the  passengers  of  this  car  were  also  protected  in 
t  you  can't  see.  Because  inside  are  such  standard 
ij  res  as  a  driver's  side  Supplemental  Restraint  System, 
:*  apsible  steering  column  and,  of  course,  3-point  seat 
I  front  and  rear. 


Every  Volvo  is  designed  to  help  protect  its  passengers 
in  all  these  ways.  And,  as  a  result,  will  look  remarkably 
similar  to  this  one  after  being  in  the  same  type  of  accident 

If  you're  concerned  about  safety,        VOLVO 
you  can't  find  a  more  beautiful  car.  a  car  you  can  bebew  in. 


The  Up  &  Coiners 


Strategies 


William  Douthit  was  ambling  along  mak- 
ing globes.  Then  a  huge  order  that  could 
have  wrecked  his  little  George  F.  Cram  Co. 
suddenly  appeared. 

Global  warfare 


By  John  Harris 


To  visiTthe  George  F.  Cram  Co., 
Inc.  factory  in  Indianapolis  is  to 
step  back  in  time.  It  makes 
globes.  In  one  corner,  a  row  of  women 
glue  banana-shaped  strips  of  map  onto 
plastic  spheres.  In  another,  two  men 
armed  with  spray  guns  blow  lacquer 
on  assembled  balls.  The  rough  edges 
on  the  surface  of  one  globe  are  sanded 
off  by  hand.  "We  don't  do  everything 
by  hand  anymore,  but  no,  we  really 
haven't  changed  much,"  says  William 
Douthit,  49,  the  company's  fourth 
president  in  its  122-year  history. 

Each  day,  this  dingy,  walnut-pan- 
eled old  factory  turns  out  about  2,000 
globes.  They  range  in  retail  price  from 
$14  on  sale  to  $450  for  a  handmade, 
illuminated  globe,  are  sold  in  a  wide 
variety  of  stores  and  through  some 
300  distributors  for  the  educational 
market. 

Not  changing  much  has 
been  an  intelligent  strategy 
for  Douthit.  Not  only  has 
$12  million  (estimated  reve- 
nues) Cram  survived,  it  is 
also  giving  the  $50  million 
(annual  retail  revenues)  globe 
industry's  leader,  Replogle 
Globes,  Inc.,  of  Chicago,  a 
run  for  its  money.  "They've 
become  a  very  aggressive 
competitor,"  says  John  E. 
Kessler,  a  vice  president  at 
Replogle. 

Cram  is  named  for  founder 
George  F.  Cram,  who  opened 
a  map  business  in  1867  after 
a  stint,  according  to  compa- 
ny lore,  as  a  topographer  for 
General  Ulysses  S.  Grant. 
The  business  evolved  into  a 
supplier  of  maps  and  globes 


to  schools,  with  no  interest  in  the 
retail  store  market.  Pretty  sleepy 
stuff.  The  Cram  family  sold  to  Na- 
tional Map  Co.  in  1920,  which  sold  to 
the  Douthit  family  in  1966. 

As  recently  as  the  early  1980s,  five 
companies  scrambled  to  make  round 
representations  of  the  world,  among 
them  map  publisher  Rand  McNally  of 
Chicago.  Most  died  natural  deaths; 
Rand  McNally  got  out  of  the  business 
in  1987,  after  90-odd  years. 

Douthit's  big  break  came  in  1982. 
Target,  the  392-store  discount  arm  of 
Dayton  Hudson  Corp.  of  Minneapo- 
lis, was  looking  for  a  low-priced  gift 
for  Christmas,  when  most  globes  are 
sold.  Replogle  wasn't  even  calling  on 
Target  at  the  time.  Cram  was,  but  not 
aggressively. 

To  Douthit's  surprise,  Target 
placed  an  order  with  Cram — a  huge 
order,  by  Cram's  standards,  that  creat- 


William  Douthit,  president  of  George  F.  Cram  Co. 
A  tough  decision  with  great  results. 


ed  something  of  a  crisis  in  the  globe1 
maker's  world.  Douthit  wanted  tht 
business,  but  how  could  his  litth 
company  suddenly  supply  the  25,000 
plus  globes  that  Target  wanted?  Ext 
panding  just  to  fill  the  order  couk 
have  hurt  Cram,  especially  if  Targe 
failed  to  reorder.  But  Douthit  took  th< 
chance.  He  more  than  doubled  hi: 
production  staff,  and  "worked  a  lot  o: 
overtime,"  he  says. 

As  it  happens,  just  about  every thinj 
resulting  from  that  experience  ha: 
worked  to  Douthit's  benefit.  Encour 
aged  by  other  customers,  Cram  begar 
using  brighter  colors  on  its  globes 
This  made  Cram  more  competitiv< 
with  Replogle,  which  had  used  mor< 
modern  map  colors  for  years.  "Before 
we  were  stodgy  and  bland,"  Douthi 
says.  "Had  we  not  made  the  colo: 
change,  we  would  not  be  as  successfu 
side  by  side  with  Replogle."  Cram'; 
packaging,  too,  had  been  a  basic  blacl 
and  white  box.  Now  the  box  comes  ir 
color,  and  has  a  hole  in  it  so  custom 
ers  can  see  the  product  on  the  shelf.  I 
In  the  last  five  years,  Cram's  outpu- 
has  increased  fivefold,  to  abou- 
500,000  units  per  year.  Cram's  globe; 
are  now  sold  by  such  retailers  as  Ven  ! 
ture,  Child  World  and  Ames,  and  re 
tail  store  sales  now  represent  45%  o.S 
the  company's  volume. 

And  Replogle?  It  hasn't  sat  still 
Among  other  things,  the  company 
owned  by  William  C.  Nickels,  uses  i 
robot  to  spray  lacquer,  and  its  maps! 
feature  as  many  as  11  colors;  Cram 
uses  just  4.  Replogle's  product  line  is 
twice  the  size  of  Cram's  and  includes  I 
the  world's  largest  commercial  globe 
The    Diplomat,    a    32-inch-diametei 
handcrafted  sphere  with  solid  brass 
meridian,  lists  at  $4,500. 
But  in  other  areas,  Cram  has  closec 
David  cmcr      the  gap.   Replogle  had  pio-i 
neered  globes  with  bumps  foi 
mountains.  Now  Cram  pro 
duces     a     nearly     identicai 
globe.  It's  not  as  colorful  as 
Replogle's,  but  Jon  E.  Huh-, 
man,  Replogle's  senior  vice 
president  of  marketing,  says 
"Style    points    are    a    value 
judgment  anyway." 

Can  Douthit  continue  tc 
make  a  nice  living — Cram 
probably  nets  around 
$600,000  on  its  $12  million 
in  revenues — with  its  old- 
fashioned  production  tech- 
niques? Why  not?  Globes  re- 
main excellent  presents; 
somebody's  got  to  produce 
them.  The  Target  stores'  or- 
der was  good  luck,  but 
Douthit  clearly  made  the 
best  of  it.  ■ 
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]  ;ping  the  wheels  of  industry 
i  ning  these  days  takes  more 
I  n  capital-it  also  takes  a  steady 

v  of  ideas  for  putting  that  capi- 
i  to  best  use.That's  why  hundreds 
i  ompanies  whose  business  runs 
i  wheels  have  turned  to  GECapi- 
i  for  financial  services. 

)ne  of  our  capital  ideas  paired 
i  fast-growing  East  and  West 
I  ist  business  of  PenskeTruck 

ising  with  the  strengths  of  our 
I,  sing  operations  in  the  country's 


interior.  This  synergy  built  a 
nationwide  joint  venture  that  has 
over  55,000  vehicles  on  the  roll. 

Capital  ideas  are  keeping  Amer- 
ica's railcars  on  the  right  track, 
too-customers  leasing  rolling 
stock  from  GE  Capital  Railcar 
Services  are  spared  not  only  the 
capital  investment,  but  also  main- 
tenance worries. 

Our  vehicle  fleet  management 
expertise  gave  us  the  capital  idea 
to  offer  our  corporate  fleet  man- 


ager customers-whether  they 
lease,  own  or  reimburse-a  range 
of  value-added  services:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
employee  expense  reimbursement 
control. 

And  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states, 
helped  by  Capital  ideas  for  inven- 
tory financing,  working  capital  and 
real  estate  loans,  and  acquisition 
funding  to  add  new  dealerships. 


Whether  or  not  your  business 
depends  on  wheels,  chances  are 
GE  Capital  has  a  truckload  of 
ideas  for  helping  you  keep  it  in 
the  fast  lane. 

Just  call  us  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  ball 
rolling. 

Not  Just  Capital 
Capital  Ideas. 


Capital  Ideas 
get  rolling 

at  GE  Capital 


GE  Capital 


Did  you  know  other  I 

can  waste  you 


On  average,  MCI®  and  US  Sprint®  take  over 
50%  longer  than  AT&T  to  set  up  a  long  distance 
call*  (That's  the  length  of  time  between  pressing 
the  final  digit  of  a  phone  number  and  hearing 
the  first  ring.) 

When  you  multiply  that  50%  difference  by 
the  number  of  calls  a  large  company  makes  a  year, 
it  comes  out  to  hundreds  of  wasted  work  hours  if 
you  use  MCI  or  US  Sprint** 

And  that's  like  paying  someone  to  sit  there 


doing  absolutely  nothing  for  over  six  weeks, 
Remember  that  when  our  competitors  claim  th 
save  you  money 

In  fact,  according  to  a  recent  Bell  Labs  stu 
MCI  and  US  Sprint  can  take  up  to  10  seconds  or 
more  to  set  up  a  call.  10  seconds. 

What's  more,  other  studies  show  the  longe 
your  employees  have  to  wait  for  a  call  to  be  set 
the  more  likely  it  is  they'll  hang  up.  Either  they' 
dial  again  (wasting  even  more  time)  or  they'll 


g  distance  companies 
me?  Literally 


ive  up  trying  to  get  through  altogether. 

So  next  time  other  long  distance  companies 
ive  you  some  fast  talk  about  their  quality 
^member  they  connect  calls  on  average  50% 
ower  than  AT&T  And  that  costs  you  money 

Speed.  Another  AMI  ud\  untage. 

To  start  saving  time  and  saving  money  call 
T&Tnow:  1800  222-0400. 

389  AT&T  'On  average,  based  on  switched  access 

ied  on  five  locations  or  more.  4,800  calls  per  location  per  month. 

;  is  a  trademark  of  MCI  Communications  Corporation 

SPRINT  is  a  trademark  of  US  Sprint  Communications  Company  Limited  Partnership. 


AT&T 

The  right  choice. 


Europe,  at  long  last  liberating  its  TV  busi- 
ness from  state  control,  is  creating  some 
broadcasters  with  growing  international 
power.  Like  Frances  Canal +,  now  the 
worlds  number  two  pay -TV  service. 

TV  de  Triomphe 


By  John  Marcom  Jr. 


T|he  French,  who  frequently 
seem  to  go  out  of  their  way  to 
sneer  at  American  culture,  are 
delighted  these  days  to  pay  nearly  $23 
a  month  for  the  privilege  of  watching, 
among  other  things,  the  cbs  Evening 
News  with  Dan  Rather  and  American 
football.  They  get  Dan  subtitled, 
natch,  the  National  Football  League 
and  an  appealing  array  of  films  and 
other  sophisticated  fare  on  their  in- 
creasingly successful  five-year-old 
pay-TV  channel  called  Canal  + . 

Canal  +  (literally,  Channel  Plus) 
was  conceived  as  a  sort  of  French  ver- 
sion of  America's  Home  Box  Office, 
using  a  uniquely  Gallic  recipe:  state 
guidance,  private  capital,  stylish 
packaging.  It  comes  into  French 
homes  over  a  standard-broadcast  tv 
channel  that  has  been  scrambled. 
Households  pay  a  hefty  150  francs  a 
month,  about  $22.75  at  recent  ex- 
change rates,  and  also  have  to  rent  a 
decoder,  but  they  seem  not  to  mind: 
93%  renew.  Now,  with  a  solidly  prof- 
itable base  in  its  home  market,  reach- 
ing about  15%  of  France's  18  million 
households,  Canal  -l-  is  seeking  to  ex- 
pand across  a  deregulating  Europe. 

Part  of  the  pay  channel's  appeal, 
apparently,  is  that  France's  free  tv 
channels  are  in  their  own  dogfight  for 
viewers,  frantically  filling  the  air- 
waves with  American  sitcoms,  hasti- 
ly thrown-together  variety  hours  and 
low-budget  made-for-TV  movies.  The 
privatized  TF1  network  and  the  two 
remaining  state-controlled  channels 
arc  battling  with  new,  privately 
owned  La  Cinq  and  M6.  Criticism  of 
their  fare  has  mounted  in  recent 
months,  prompting  calls  for  tougher 
requirements  to  show  more  original 
homemade  programming. 

Canal  +  sails  smoothly  above  the 
fray,  offering  its  slickly  professional 


Didier  LefthTcVu-Ojnlacl 


Canal  +  Clxiirman  Andre  Rousselet 
Offering  slick  and  varied  viewing. 

package:  a  highbrow  recent  release 
like  Tl)e  Last  Emperor  here,  fun  junk 
like  Predator  there,  seasoned  with 
avidly  followed  sports  events  like  soc- 
cer. The  channel  has  even  broken  the 
"X"  barrier,  presenting  one  hard-core 
erotic  film  a  month  in  the  wee  hours 
of  the  morning. 

This  year  Canal  +  expects  to  near 
the  3  million  subscriber  mark,  repre- 
senting roughly  the  same  penetration 
of  France  as  hbo — which  had  a  12- 
year  head  start — boasts  in  the  U.S. 
Canal  +  has  become  essential  to  the 
French  movie  industry's  survival,  and 
already  has  added  $100  million  a  year 
to  America's  film  and  tv  sales  in  Eu- 
rope (see  "Le  Defi  Disney,"  Forbes, 
Feb  20). 

Canal  + 's  revenue  in  1989  should 
reach  about  $760  million  (versus 
about  $1  billion  in  1988  for  hbo  and 
its  associate  Cinemax  in  the  U.S.). 
The  company  says  it  expects  net  in- 
come this  year  to  rise  at  least  15%,  to 
nearly  $1 10  million. 

The  channel  has  been  guided  by 
Andre  Rousselet,  a  close  friend  of 
President  Francois  Mitterrand's  and  a 


master  at  the  political  networking 
that  is  critical  to  business  success  in 
France.  Canal  +  began  life  with  some  i 
special  advantages:  scant  competi- 
tion, nearly  instant  national  coverage 
because  of  its  use  of  an  existing  broad- 
cast channel,  and  high  taxes  on  home 
video  recorders  that  slowed  the  spread 
of  what  would  have  been  an  alterna- 
tive to  pay  tv. 

But  France's  well-connected  film 
industry  burdened  it,  too,  with  some 
significant  restrictions — even  a  ban 
on  showing  recent  releases  at  certain 
hours,  to  encourage  people  to  keep 
going  out  to  the  cinema. 

The  government,  in  a  bow  to  its 
socialist  ideals,  also  required  that  Ca- 
nal +  broadcast  a  few  hours  a  day  en 
claire — with  an  unscrambled  signal — 
so  that  those  who  didn't  want  to  pay 
would  still  derive  some  benefit  from 
the  new  service.  Rousselet  says  these 
seemingly  annoying  roadblocks  have 
actually  been  fortuitous.  The  limit  on 
movies  spurred  efforts  to  find  other 
interesting  fare.  And  the  unscrambled 
"windows"  turned  out  to  offer  ideal 
free  promotion  for  the  movies  and 
other  programs  shown  during  scram- 
bled periods. 

Chief  Executive  Pierre  Lescure  says 
Canal  +  can  profitably  apply  what  it 
has  learned  in  France  to  neighboring 
markets.  The  company  has  more  ex- 
perience than  anyone  else  in  Europe 
with  the  complications  of  telephone 
sales,  billing  and  distributing  decod- 
ers. And  as  it  grows  across  Europe  it 
will  carry  more  purchasing  clout  with 
the  major  studios. 

Canal  +  owns  33%  of  a  new  chan- 
nel just  starting  in  French-speaking 
Belgium.  And  it  owns  25%  of  a  con- 
sortium that  recently  won  one  of 
three  new  Spanish  tv  licenses  expect- 
ed to  begin  operation  over  the  next 
several  years.  But  the  real  bonanza 
could  come  from  Germany,  a  larger 
market  than  France.  Next  year  Ca- 
nal +  and  German  media  giant  Ber- 
telsmann A.G.  plan  to  begin  a  Ger- 
man-language service. 

So  is  Canal  +  destined  to  be  the  first 
pan-European  tv  network?  "It's  im- 
possible to  imagine  daily  program- 
ming of  common  interest  across  Eu- 
rope," Lescure  says,  because  of  wide 
differences  in  language,  culture  and 
even  viewing  habits.  For  instance,  he 
notes,  prime  time  begins  at  7:30  p.m. 
in  Denmark  but  9:30  p.m.  in  late- 
dining  Spain. 

"Canal  +  will  not  succeed  in  all  its 
foreign  markets,"  says  Serge  Siritzky, 
publisher  of  an  influential  French  tv- 
industry  newsletter,  Telescoop.  "But 
they  are  bound  to  be  one  of  the  big 
actors  in  the  future."  ■ 
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Making  Dollars 
From  Change 


The  one  constant  in  today's  aircraft/aerospace  industry  is  change. 

Change  that  requires  suppliers  to  that  industry  to  consistently 

upgrade  their  manufacturing  processes  to  keep  pace 

with  technological  advances. 

Case  in  point:  Fansteel  PSM's  new,  state-of-the-art  facility  for 

producing  chemically  milled  titanium  ducts  essential  to  high 

performance  turbine  engines  —  like  those  flown  in  F-15  and  F-16 

aircraft.  Chemical  milling  of  these  intricate  structures  is 

considerably  more  cost-efficient  than  machining,  so  our  new  facility 

gives  us  a  strong  competitive  advantage  in  a  highly  competitive 

industry.  And  that's  what  it's  all  about. 

It  will  pay  you  to  know  more  about  us. 


fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 

FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


The  Best-Known 

Unknown  Company 

fa  America. 

Vfetinghouse  Today 


"When  a  company  has  a  name  as  well- 
knoum  as  Westinghouse,  people  think  they 
know  what  you  do. 

"People  tpink  we  still  make  appliances. 
We  haven't  made  them  in  nearly  15 years. 

"People  think  we  still  make  light  bulbs. 
We  haven 't  made  them  in  over  six  years. 

"And  some  people  think  we're  still  in  the 
same  businesses  we  were  100  years  ago. 
Well,  we  are  and  we  aren  't. 

"Westinghouse  is  a  company  committed 
to  quality,  doing  surprising  things  tlxit 
touch  people's  lives  in  surprising  ways- 
all  over  the  world. 

"We're  a  company  you  should  get  to 
know  better. "  n 


Broadcasting 


s 


John  C.  Marous 
Chairman  and 
Chief  Executive  Officer 


Financial  Services 

One  of  Americas 

top  six  business 

finance  companies, 


Westinghouse  Credit 
and  its  financial  service 
affiliates  offer  a  wide 
range  of  services. 
Including  capital  for 
business  expansion, 
acquisitions  and  re- 
capitalizations, commer- 
cial and  residential  real 
estate  development, 
and  leasing  and  financ- 
ing major  equipment  and  facilities. 

We  play  a  major  role  in  employee  buy-outs  of 
established  businesses.  We  make  equity  investments 
in  companies.  And  buy,  sell,  and  manage  income- 
producing  real  estate  properties. 


More  than  100  million 

people  tune  in  toWfetingJiouse 

everyday 

Westinghouse  Group  W  Broadcasting  is 
one  of  America's  largest,  most  diversified  and 
fastest  growing  entertainment  companies. 
Group  W  radio  stations  broadcast  to  one 
out  of  three  American  homes.  In  fact,  WINS 
all-news  radio  in  New  York  is  the  nation's 
most-listened-to  station. 

Our  five  TV  stations  are  seen  in  10  million 
homes  a  week,  and  each  is  a  leader  in  news 
and  local  programming.  And  the  TVGroup's 
NEWSFEED  Network  is  the  nation's  largest 
video  news  service. 

We  syndicate  the  hottest  new  show 
on  children's  TV,  "Teenage  Mutant 
Ninja  Turtles,"  to  more  than  140 
stations  across  the  country. 
And  we  also  distribute  more 
programming  via  satellite  than 
anybody  else.  We  even  market 
cable  TV's  popular  "The 
Nashville  Network." 


Environment 

A  leader  in  tackling 
tougji  environmental  problems. 

Our  waste-to-energy  systems  are  disposing 
of  garbage  while  efficiently  turning  it  into 
electricity,  helping  municipalities  reducej 
their  need  for  unsanitary  landfills. 

And  Westinghouse  is  helping 
to  lead  the  way  in  the  treat- 
ment and  disposal  of 
hazardous  and  toxic  wastes. 
In  fact,  we  offer  tech- 
nologies that  can 
destroy  these 
materials,  includ- 
ing PCBs,  at 
efficiencies 
exceeding 
99.9999%. 


Electronics 

The  vmrid  leader  in  radar. 

Our  new  radar,  soon  to  be 
installed  at  every  major  U.S.  airport, 
will  now  allow  air  traffic  controllers 
to  track  weather  and  aircraft  on  the 
same  screen  at  the  same  time. 

And  our  advanced  air  route  surveil- 
lance radar  will  give  the  FAA  a  much 
better  view  of  air  traffic  along  major 
routes,  while  also  serving  the  U.S.  Air 
Force's  air  defense  needs. 

We  developed  and  built  the  Airborne 
Warning  and  Control  System  (AWACS) 
radar,  part  of  the  free  world's  first  line  of 
defense.  And  we're  working  on  radar  and 
electronic  systems  for  the  U.S.  Air  Force's  and 
Navy's  next-generation  fighters. 

We  even  offer  industry  the  most  powerful 
distributed  process  control  management 
systems  available  today. 


Communities 


Energy 

Aworid  leader  ineneigy 

We're  a  recognized  world  leader  in  conventional  power 

generation,  supplying  millions  of  megawatt  hours  of  electricity 
on  almost  every  continent. 

We're  also  a  leader  in  nuclear  fuel.  In  fact,  our  Commercial 
Nuclear  Fuel  Division  was  a  winner  of  one  of  the  first 
Malcolm  Baldrige  National  Quality  Awards. 

More  than  half  the  free  world's  nuclear  power  plants  are  based 
on  Westinghouse  technology.  We're  developing  safer,  even  more 
environmentally  compatible,  advanced  nuclear  power  plants. 

And  we're  developing  new  technologies  for  the  future,  such 
as  fusion,  superconductivity,  fuel  cells,  and  solar  photovoltaics. 


Distribution 


One  of  Americas 

leadingdevelopers, 

of  planned  communities. 


Moving  everything  from 
strawberries  to  electricity 

Our  Thermo  King  subsidiary  is  the  world 
leader  in  transport  refrigeration  and  is  supported  by 
the  industry's  largest  dealer  network  Thermo  King- 
equipped  vehicles  safely  transport  all  kinds  of  perishables- 
from  produce  and  chemicals  to  film  and  pharmaceuticals-in 
more  than  80  countries  around  the  world,  including  the  Soviet 
Union  and  China. 

We're  also  a  leading  distributor  of  electrical,  mechanical,  and 
electronic  products,  maintaining  complete  inventories  of  more  than 
100,000  items  through  a  network  of  230  wholly-owned  U.S.  locations 
and  over  1,500  independent  distributors. 


More  than  175,000 
people  live  in 
Westinghouse  planned 
communities. 

In  the  Ft.  Lauderdale 
area,  we're  in  our  fifth 
decade  of  developing 
quality  cities  and 
communities-including 
the  master-planned, 
full-service  city  of  Coral 
Springs,  designed  to  serve  more  than  100,000  residents. 
Our  new  community,  Gateway,  near  Ft.  Myers,  will  be 
the  future  home  to  an  estimated  40,000  people. 

We're  planning  our  newest  community  of  homes, 
schools,  businesses,  offices,  shopping,  and  recreation  areas 
on  a  5,500-acre  site  in  Marana,  near  Tucson,  Arizona. 

Pelican  Bay,  near  Naples,  Florida,  hosts  1,400  luxury 
homes,  two  quality  hotels,  and  a  championship  golf 
course.  And  another  luxury  community  is  planned  for 
Palm  Desert,  California. 


Office  Systems 

Making  offices  and  people  moie  productive. 

Westinghouse  helped  pioneer  the  concept  of  open  office 
furniture  systems-systems  designed  to  help  people  do  their 
jobs  more  productively  and  comfortably. 

We  offer  a  variety  of  innovative  systems-related  products, 
designed  around  a  panel  system  backed  by  the  industry's 
only  lifetime  warranty. 

Westinghouse  developed  and  built  one  of  the  world's  most 
sophisticated  and  reliable  telecommunications  systems  for 
our  own  use. 

Now  we're  offering  the  industry's  only  fully-integrated 
voice/data  network  capability  to  businesses,  providing  them 
with  a  unique  solution  to  their  telecommunications  needs. 

So  now  that  you  know  Westinghouse  a  little  better,  you  can 
see  that  we're  doing  important  things  in  important  areas. 
Perhaps  we  even  touched  your  life  today 


Ybucanbesura_    _ 
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General  Motors  and  Procter  &  Gamble 
both  became  manufacturing  giants  by 
mastering  the  art  of  market  segmentation. 
American  Express  has  done  the  same  thing 
in  a  service  business. 

A  credit  card  is 
not  a  commodity 


By  Subrata  H.  Chakravarty 

An  American  Express  executive 
once  asked  Aldo  Papone,  now 
\  chairman  of  Amex'  Travel  Re- 
lated Services  division  (trs):  "What  is 
the  difference  between  a  Green  Card 
and  a  Gold  Card?"  Papone:  "The  dif- 
ference is  that  the  Green  Card  is  green 
and  the  Gold  Card  is  gold,  and  if  you 
don't  understand  that,  then  you  don't 
understand  this  company." 

A  credit  card,  in  short,  is  not  a  mere 
commodity — it  says  something  about 
the  person  who  uses  it.  And  that  real- 
ization is,  as  the  affable  Papone  put  it, 
the  key  to  American  Express'  excep- 
tional and  continuing  success. 

Why  have  so  many  intelligent  ana- 
lysts and  investors  predicted  the 
downfall  of  American  Express,  and  re- 
gretted their  predictions?  Because 
they  underestimate  the  powerful  in- 
fluence prestige  exerts  over  consumer 
behavior.  And  they  underrate  Ameri- 
can Express'  proven  ability  to  exploit 
that  influence. 

One  hundred  thirty-nine  years  after 
its  founding,  American  Express  this 
year  will  gross  around  $26  billion,  and 
net  around  $1.2  billion,  according  to 
Sanford  C.  Bernstein  analyst  Michael 
Goldstein.  In  recent  years  American 
Express  has  bought  into  a  good  many 
newer  businesses — Shearson  Lehman 
Huttoii;  ids  Financial  Services;  the  re- 
structured American  Express  Bank; 
and  the  newly  formed  Information 
Services  Co.  But  the  heart  of  the  com- 
pany remains  trs.  It  is  there  that  the 
company  best  displays  its  marketing 
genius. 

The  trs  segment  accounts  for  about 
a  third  of  AmEx'  revenues,  but  two- 
thirds  of  its  profits. 

What  is  this  money  machine  called 
trs?  In  essence,  it  is  the  American 
Express    card,     plus    the    traveler's 
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checks  and  a  variety  of  products  and 
services  sold  to  cardholders.  The  oth- 
er businesses  are,  at  best,  marginally 
useful  diversifications. 

Out  of  the  traditional  American  Ex- 
press business  of  taking  care  of  travel- 
ers was  born  the  American  Express 
card,  today  one  of  the  world's  best- 
known  trademarks  and  status  sym- 
bols. The  credit  card  as  an  institution 
has  constantly  deceived  the  pessi- 
mists, who  predicted  that  it  had  satu- 
rated the  market  in  1978,  when  there 
were  about  119  million  general  pur- 
pose cards  (currently  American  Ex- 
press, Visa,  MasterCard  and  Discover) 
in  force  in  the  U.S.  Last  year  there 
were  250  million.  Worldwide,  Ameri- 
can Express  had  10  million  cards  out 
in  1978,  30  million  by  the  end  of  last 
year  and  has  33  million  today. 

AmEx  makes  its  main  money,  of 
course,  by  taking  a  percentage  of  mer- 
chants' sales.  Happily  for  the  compa- 
ny, charge  volume  grew  even  faster 
than  cards  outstanding:  from  under 
$13  billion  in  1978  to  $89  billion  in 
1988.  Volume  in  the  first  half  of  1989 
rose  13%,  to  almost  $48  billion,  sug- 
gesting the  possibility  of  a  $100  bil- 
lion year  in  charge  volume  for  1989. 

American  Express  has  kept  its  share 
of  the  growing  market  in  cards  by 
broadening  its  customer  base  from  its 
traditional  market  of  upper-middle- 
class  male  executives.  AmEx  began 
marketing  to  women  professionals, 
senior  citizens,  small  businessmen, 
even  students. 

How  to  do  this  without  destroying 
the  very  prestige  on  which  your  suc- 
cess depended?  That's  where  superior 
marketing  came  in.  The  AmEx  card 
has  always  been  marketed  as  an  ex- 
clusive product,  like  a  club  member- 
ship. Today,  as  when  the  first  charge 
c  ird  was  introduced  in  1958,  card- 
holders are  referred  to  as  cardmetnbers. 


Flashing  an  AmEx  card  at  a  retail 
counter  sent  a  message  to  the  sales- 
person: I  am  a  cut  above  the  average 
Joe  with  a  bank  card.  Whether  the 
salesperson  was  impressed  or  not,  it 
sufficed  that  the  cardholder  thought 
he  or  she  was. 

Says  John  Love,  publisher  of  Credit 
Card  News.  "American  Express'  card 
base  is  growing  well  beyond  what  can 
technically  be  defined  as  a  higher  in- 
come market.  They  literally  have  to 
mass  market  prestige." 

AmEx'  solution:  Break  the  mass 
market  into  segments,  each  with  its 
own  notions  of  prestige.  Hence  the 
fundamental  importance,  as  Aldo  Pa- 
pone says,  of  those  green-,  gold-  and 
platinum-colored  cards.  The  green 
card  holder  feels  superior  to  the  bank 
card  holder;  the  gold  card  holder  feels 
better  than  the  green  card  holder;  and 
the  platinum  card  holder  feels  on  top 
of  the  world. 

"They  have  segmented  the  card 
business  the  way  Procter  &  Gamble 
has  segmented  the  toothpaste  mar- 
ket," says  Love.  "It's  classic  p&g  con- 
sumer marketing." 

Edwin  Cooperman,  president  of  trs 
North  America,  says  that  segmenta- 
tion is  actually  much  more  complex 
than  simply  by  card  color.  AmEx  card- 
holders, he  says,  have  been  broken  up 
into  15  distinct  segments.  He  de- 
clines, for  competitive  reasons,  to 
give  details,  but  notes  that  each  of 
these  segments  can  be  targeted  with  a 
high  degree  of  precision. 

John  Love  offers  an  example:  When 
AmEx  began  marketing  cards  to 
working  women,  its  follow-up  re- 
search found  that  women  use  cards  at 
retail  stores  more  than  men  do.  This 
research  led  AmEx  to  persuade  many 
more  retail  shops  to  accept  the  card. 
Between  1982  and  1988  the  number  of 
retail  establishments  that  accept 
American  Express  cards  more  than 
doubled,  and  retail  charge  volume  has 
quadrupled.  Retail  merchandise  sales 
accounted  for  about  30%  of  the  total 
U.S.  volume  charged  on  AmEx  cards 
last  year. 

AmEx  charges  merchants  a  signifi 
cantly  higher  discount  rate — the  per- 
centage that  the  card  companies  keep 
as  a  fee  when  they  pay  the  mer- 
chant— than  its  competitors.  Michael 
Goldstein  estimates  that  the  average 
AmEx  discount  in  the  U.S.  was  3.29% 
in  1988,  versus  1.96%  for  Visa,  a  dif- 
ference that  translates  into  around 
$800  million  in  extra  domestic  reve- 
nues for  AmEx. 

People  who  didn't  understand  the 
company's  marketing  strengths  were 
convinced  that  sheer  economics 
would  force  AmEx  either  to  cut  its 
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American  Express  Co.  Chairman  James  Robinson  III 

"The focus  is  on  building  deeper  relationships  with  the  cardmember." 


discount  rate  or  to  lose  market  share. 
It  had  to  do  both,  but  not  nearly  to  the 
extent  many  had  expected.  The  rea- 
son? AmEx  just  kept  marketing  hard- 
er— and  better.  AmEx'  Cooperman  ex- 
plains that  his  people  were  able  to 
convince  merchants  that  AmEx  card- 
holders are  more  affluent:  Their  incre- 
mental business  more  than  made  up 
for  the  difference  in  discount  rates. 
Thus  prestige  attracts  prestige. 

The  AmEx  charge  card  operation 
has  two  main  income  sources:  card- 
holder fees  and  merchant  discounts. 
The  bank  cards  have  a  third,  much 
larger  stream:  the  interest,  currently 
up  to  21%,  charged  on  unpaid  card 
balances.  This  has  allowed  the  bank 


cards  to  cut  their  fees  and  discount 
rates  to  generate  charge  volume.  As  a 
result,  Citibank  now  has  more  cards 
in  force  in  the  U.S.  than  AmEx.  Yet 
AmEx  still  generates  more  than  twice 
the  charge  volume  per  card. 

Still,  the  competition  from  bank 
cards  is  beginning  to  cut  into  AmEx' 
growth  somewhat.  The  banks  began 
issuing  premium  cards  five  years  ago, 
and  have  now  overtaken  AmEx  in  pre- 
mium cards  in  circulation.  Since 
then,  according  to  analyst  Goldstein, 
AmEx'  growth  rate  in  charges  per  card 
has  been  less  than  half  that  of  the 
bank  cards. 

With  the  premium  bank  cards  in- 
vading AmEx'  home  turf,  AmEx  de- 


cided to  go  after  the  banks'  core  mar- 
ket. In  1987  AmEx  introduced  its  own 
credit  card.  Called  Optima,  the  new 
card  is  a  complement  to  the  basic 
American  Express  card  and  is  avail- 
able only  to  AmEx  cardholders  select- 
ed by  their  good  payment  history. 
This  helps  add  prestige  to  Optima, 
and  reduces  the  risks  of  credit  card 
lending. 

How  is  Optima  doing?  So  far,  says 
Ed  Cooperman,  Optima  has  succeed- 
ed beyond  AmEx'  dreams.  In  its  first 
year,  he  says,  it  met  its  fourth-year 
target.  From  being  a  blip  on  the  hori- 
zon, American  Express  Centurion 
Bank,  the  issuer  of  Optima,  has  grown 
dramatically.  Its  loans  outstanding 
now  total  over  $4  billion,  making  it 
the  fifth-largest  bank  among  credit 
card  lenders. 

Credit  Card  News'  John  Love  notes 
that  while  Sears'  Discover  card  still 
has  more  loans  outstanding  than  does 
Optima,  Sears  paid  for  Discover's 
growth  with  over  $200  million  in 
losses.  AmEx  introduced  Optima 
with  less  than  a  tenth  of  that  invest- 
ment, and  the  card  became  profitable 
almost  immediately.  Analyst  Gold- 
stein projects  that  by  1993,  Centurion 
bank  will  contribute  $290  million  in 
aftertax  earnings  (before  corporate  al- 
locations). 

Aside  from  the  cards,  there  are  oth- 
er aspects  of  AmEx'  trs.  There  is  the 
underrated  but  growing  traveler's 
check  business.  There  is  also  the  mag- 
azine business  (titles  include  Travel  & 
Leisure  and  Food  &  Wine),  which  Chair- 
man Robinson  calls  "a  little  jewel." 

An  even  bigger  jewel  is  the  maga- 
zines' parent,  the  direct  marketing 
group.  As  any  AmEx  cardholder 
knows  from  the  many  merchandise 
fliers  he  receives  with  his  monthly 
statement,  this  group  sells  a  wide  va- 
riety of  products,  from  luggage  and 
furniture  to  stereo  systems  and  jewel- 
ry. Under  Group  President  Jonathan 
Linen,  the  group  tries  to  target  its 
fliers  carefully,  using  its  knowledge  of 
individual  cardholder  purchases  to 
better  focus  mailings. 

Michael  Goldstein  estimates  direct 
marketing's  1988  sales  at  $575  mil- 
lion, growing  at  15%,  with  pretax  op- 
erating margins  of  12%,  significantly 
higher  than  the  direct  marketing  in- 
dustry average. 

Building  onto  an  existing  business, 
says  Linen,  "is  what  we're  all  about." 
This  is  a  case  where  synergy  is  not  a 
meaningless  buzzword.  Just  as  AmEx' 
travel  business  was  built  on  the  foun- 
dation of  its  traveler's  checks  and  the 
card  was  built  on  its  travel  business, 
so  Optima  and  direct  marketing  are 
being  built  using  the  card  business  as 
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the  base. 

With  offices  all  over  the  world, 
AmEx  already  has  an  overwhelming 
advantage  over  the  bank  card  associa- 
tions with  Americans  traveling 
abroad.  And  with  perhaps  the  most 
recognized  name  in  the  world  after 
Coca-Cola,  it  should  have  the  clear 
edge  in  other  countries  where  the  use 
of  both  charge  and  credit  cards  is  just 
beginning  to  catch  on.  "There's  no 
way  a  [bank  card]  association  of  any 
kind  can  compete  with  a  single  entity 
when  it  comes  to  delivering  cohesive, 
coherent,  excellent-quality  service," 
says  AmEx  International's  Richard 
Thoman. 

What  of  the  well-publi- 
cized stories  of  Italian  and 
French  merchants  refus- 
ing to  take  AmEx  cards 
because  of  its  higher  dis- 
count rate?  These  are  pub- 
lic relations  headaches  for 
American  Express,  but  the 
fact  is,  AmEx'  interna- 
tional growth  rate  is  faster 
than  its  domestic  rate.  In 
the  first  half  of  1989,  cards 
grew  19%  overseas,  ver- 
sus 11%  domestically. 
And  volume  per  card  is 
significantly  higher  over- 
seas than  in  the  U.S. 

Even  in  Japan,  where 
the  local  vested  interests 
have  repeatedly  thrown 
roadblocks  in  front  of 
AmEx'  advance,  business 
is  booming.  The  company 
now  has  over  800,000 
cards  in  circulation  in  Ja- 
pan, and  the  number  is 
growing  by  well  over  20% 
annually.  AmEx'  Japanese 
business,  interestingly,  is  the  one  seg- 
ment James  Robinson,  a  master  dele- 
gator,  has  so  far  declined  to  delegate. 

Back  in  the  U.S.,  the  fastest-grow- 
ing basic  card  is  the  corporate  card — 
cards  issued  to  company  employees 
for  corporate  use — which  allows  com- 
panies to  better  monitor  expenses. 
Also  offered  with  the  corporate  card  is 
an  entire  travel  management  service, 
complete  with  travel  booking,  bill 
paying  and  data  massaging  to  provide 
even  more  information.  At  a  time 
when  businesses  are  struggling  to 
keep  their  travel  and  entertainment 
expenses  under  control,  the  service 
has  proved  extremely  popular. 

Segment  the  market,  then  sell  the 
segmentation.  Then  segment  again 
and  sell  again.  That's  what  American 
Express  is  all  about. 

Thus  does  American  Express  man- 
age to  keep  a  jump  ahead  of  the  bank 
cards,  which  are  by  no  means  asleep 


at  the  switch.  Here's  what  the  bank 
cards  have  been  able  to  do:  Despite 
dramatic  growth  in  American  Ex- 
press' cards  outstanding  and  charge 
volume  since  1982,  AmEx'  share  of 
worldwide  charge  volume  has  de- 
clined from  almost  25%  to  around 
20%  in  1988. 

In  a  marketing  war  where  the  better 
banks  are  matching  AmEx  service  for 
service,  holding  on  to  that  market 
share  is  proving  to  be  an  expensive 
business.  Since  1986,  including  the 
first  half  of  1989,  costs  have  risen 
faster  than  earnings.  "The  costs  of 
obtaining  and  holding  a  new  card- 
member  are   going  up,"   says   John 


Travel  Related  Services'  Cooperman,  Papone,  Linen  and  Thoman 
The  gang  of  four  that  drives  AmEx'  growth  machine. 


Love.  "These  services  |offered  to  card- 
holders) are  very  expensive.  This  mar- 
ket is  not  for  the  weak-kneed.  It's  a 
cutthroat  business." 

Despite  the  margin  erosion,  AmEx 
is  doing  just  fine.  The  trs  group's  net 
margin  of  10% -plus  is  enviable,  as  is 
its  29%  return  on  equity.  Even  Spen- 
cer Nilson,  publisher  of  the  Nilson  Re- 
port, a  credit  card  industry  newsletter, 
and  long  a  skeptic  of  AmEx'  prospects 
for  continued  growth,  concedes:  "It's 
a  very  tough  company.  For  almost  ev- 
ery problem  they've  ever  had,  they've 
come  up  with  a  good  solution." 

Despite  the  American  Express 
Co.'s  strong  return  on  equity  of  over 
20%  and  its  ability  to  compound 
earnings  and  sales  by  nearly  9%  and 
13%  a  year,  respectively,  over  the 
past  decade,  AmEx'  stock  sells  at  no 
premium  to  the  market.  The  best 
explanation  probably  is  that  there 
exists  a  feeling  among  investors  that, 


outside  trs,  AmEx  hasn't  shown  the 
same  prowess  it  has  displayed  in  its 
core  business.  AmEx  has  tried  in  the 
past  to  sell  its  $17  billion  (assets) 
American  Express  Bank,  although  it 
is  now  trying  to  convert  it  into  a  bank 
designed  for  high-net-worth  foreign 
individuals. 

When  businesses  have  been  given  a 
chance  but  found  not  to  fit,  Robinson 
has  in  the  past  been  willing  to  get  rid 
of  them.  His  phased  withdrawal  from 
Firemans  Fund  is  a  case  in  point,  as  is 
his  sale  of  AmEx'  share  of  Warner 
AmEx  Cable. 

There  is  much  guessing  going  on 
about  the  future  of  the  Shearson  Leh- 
man operation.  Since  tak- 
ing control  of  Shearson  in 
1981,  Robinson  has  been 
obliged  to  consolidate 
Shearson's  erratic  earn- 
ings with  AmEx'  own 
growing  earnings.  But  this 
will  change.  In  1987 
AmEx  sold  40%  of  Shear- 
son  to  Nippon  Life  and  to 
the  public,  and  Robinson 
says  he  will  reduce  AmEx' 
ownership  of  Shearson  to 
below  50% ;  that  would  al- 
low AmEx  to  account  for 
Shearson  on  an  equity  ba- 
sis, and  get  it  off  the  con- 
solidated books. 

Will  Robinson  sell 
Shearson  altogether?  He' 
says,  with  exquisite  cau- 
tion: "Strategic  planning 
is  a  loose-leaf  book,  be- 
cause the  only  thing  cer- 
tain is  change.  You've  got 
to  have  enough  of  a  com- 
mitment to  have  staying 

power.  But  you  have  to  be ; 

objective  enough  to  continue  to  look 
at  the  circumstances  and  effects  and: 
then  to  make  judgments."  Meaning 
probably  that  AmEx  isn't  quite  ready 
to  give  up  on  its  Shearson  subsidiary, 
but  that  its  patience  with  Wall 
Street's  unmanageable  ups  and  downs 
is  running  short. 

Robinson  steers  the  interview  back 
to  the  core  business,  saying:  "Our  fo- 
cus now  has  evolved  to  building  deep- 
er and  deeper  relationships  with  the 
cardmember  and  laying  deeper  and 
deeper  relationships  with  the  service 
establishment."  After  a  dozen  years  at 
the  helm,  Jim  Robinson  seems  to  bei 
convinced  that  American  Express" 
best  prospects  are  to  be  found  in  the 
company's  traditional  business.  As  af- 
fluence spreads  in  the  world,  people 
want  to  travel  more,  dine  out  more 
and  consume  more.  What  better  busi- 
ness than  to  have  a  golden  franchise 
that  helps  them  do  just  that?  ■ 
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AMBAC  is  America's  leading  municipal  bond  insurer.  And  that  leadership  position  carries  a 
commitment  that  keeps  growing,  from  one  year  to  the  next. 

Just  how  is  that  commitment  measured?  One  way  is  by  looking  at  the  types  of  issues 
/V  K)IDAr>/Q    AMBAC  insures.  In  1988, 190  new  bond  issues,  or  nearly  one  of  every 
f~*  A  DITA  I     DACE  IC    four  'nsure<^  °y  AMBAC,  was  in  education-related  projects.  That 
^-^i  I  p  iu  r-N ji  otA  w  V*    trans^ates  directly  into  new  and  better  classrooms,  dormitories 
INLJU^  I  Ix  T  O    and  athletic  facilities  all  across  America,  meeting  the  growing 
HlC^lltO  J.     needs  of  literally  millions  of  students. 

Another  way  to  measure  AMBAC's  commitment  is  by  looking  at  the  underlying  strength 
of  that  commitment.  By  that  standard,  AMBAC  has  the  highest  qualified  statutory  capital  base 
of  any  municipal  bond  insurer— now  over  $700  million— as  well  as  assets  of  over  $1  billion. 
By  almost  any  measure  of  commitment,  AMBAC  is  truly  first  in  municipal  bond  insurance. 
And  that's  good  not  only  for  America's  students.  It's  good  for  the  whole  country. 
AMBAC.  Helping  Insure  a  Stronger  America. 

One  State  Street  Plaza,  New  York,  NY  10004  (212)668-0340 


INDEMNITY  CORPORATION 


It's  a  profitable,  sensible  crop,  producing 
an  oil  low  in  saturated  fat  for  cooking  and 
salads.  The  problem?  U.S.  farm  policy. 


The  canola  caper 


By  Janet  Novack 


Y1  OU  CAN  GROW  LOVELY,  yellow- 
flowering  canola  most  places 
wheat  is  grown.  The  plant's  oil 
is  all  but  tasteless,  and  perfect  for  a 
cholesterol-obsessed  country — only 
7%  saturated  fat,  compared  with  15% 
for  soybean  oil,  the  dominant  U.S. 
vegetable  oil,  and  51%  for  palm  oil. 
Better,  like  olive  oil,  canola  is  high  in 
monounsaturated  fat,  which  suppos- 
edly reduces  so-called  bad  cholesterol 
and  hence  the  risk  of  heart  attack. 

Procter  &  Gamble  sells  its  100%- 
canola  Puritan  brand  oil  with  an  en- 
dorsement from  the  American  Col- 
lege of  Nutrition.  PepsiCo's  Frito-Lay 
is  frying  Ruffles  and  Lay's  potato 
chips  in  canola  at  one  plant  and  con- 
sidering using  canola  for  a  line  of  re- 
duced oil  salty  snacks.  Cargill  is  in- 
vesting in  canola,  as  is  Archer  Daniels 
Midland. 

Still,  canola  remains  a  drop  in  the 
U.S.  cooking  and  salad  oil  bucket.  Wc 
consume  nearly  1 1  billion  pounds  of 
soybean  oil  each  year.  But  canola?  In 
the  past  two  years,  even  after  more 
than  doubling,  U.S.  consumption  has 
risen  to  only  550  million  pounds  of 
canola  oil,  upwards  of  80%  of  it  im- 
ported— most  from  Canada,  where 
canola,  a  variety  of  the  centuries-old 
rapeseed,  was  developed  in  1974. 

Why  not  grown  at  home?  The  ca- 
nola caper  tells  a  lot  about  what  is 
wrong  with  the  U.S.  farm  program. 
Farmers  get  government  support  for 
farm  program  crops  like  wheat  and 
corn.  In  return  for  idling  a  percentage 
of  their  land,  farmers  are  guaranteed  a 
decent  price  by  the  government,  no 
matter  what  the  market  does. 

As  the  farm  law  stood  this  past  July, 
however,  if  a  farmer  were  to  be  so  rash 
as  to  plant  canola  or  any  other  new 
crop  on  wheat  acres  this  year,   he 


would  have  lost  wheat  "base"  for  the 
government  wheat  dole  in  the  future. 
Meaning  next  year  he'd  be  allowed  to 
plant  less  price-protected  wheat.  And 
if  canola's  bloom  faded,  he'd  be  stuck. 
"No  farmer  is  going  to  give  up  eligi- 
bility for  the  subsidy  program.  The 


to  sow  in  the  Capitol  before  reaping  in 
the  fields.  Which  is  why  the  U.S.  Ca- 
nola Association  was  born  in  May, 
with  seed  money  from  businesses  like 
p&g,  Archer  Daniels  Midland,  Car- 
gill,  Central  Soya  and  Calgene. 

By  August  the  canola  people  had 
gotten  the  law  changed  so  that  a  farm- 
er could  plant  canola  on  some  of  his 
wheat  (or  other  subsidized  crop)  acres 
without  shrinking  his  subsidized  base 
for  the  next  year. 

In  May  Archer  Daniels  Midland 
opened  a  canola  crushing  plant  and 
Cargill  bought  Canola  Inc.,  a  seed 
company.  In  August  a  joint  venture  of 
Central  Soya  and  Calgene  opened  an- 
other canoia  crushing  plant. 

Late  last  year  the  Food  &  Drug  Ad- 
ministration finally  agreed  that  ca- 
nola can  be  called  simply  canola.  In 
the  past,  p&g  had  to  put  canola's 
technical  name — low  erucic  acid 
rapeseed — on  the  Puritan  label.  "No 
woman  worth  her  salt  is  going  to  use 
something  with  rape  in  it,"  quips  Rog- 
er Hoskin,  a  U.S.  Department  of  Agri- 
culture analyst.  Indeed,  early  this  year 


Colgate's  experimental  canola  plants,  Dans.  Calif. 
Perfect  for  a  cholesterol-obsessed  country. 


farm  program  is  a  tremendous  disin- 
centive to  any  new  crop,"  says  An- 
drew Baum,  vice  president  of  Davis, 
Calif-based  Calgene,  an  agriculture 
biotech  company  and  canola  backer. 

Never  mind  that  canola  is,  its  sup- 
porters say,  a  terrific  rotation  crop  for 
wheat.  Never  mind  that  canola,  plant- 
ed, say,  every  fourth  year,  will  break 
wheat  disease  cycles.  Never  mind, 
even,  that  at  present  prices  a  farmer 
earns  more  per  acre  from  canola  or 
that  the  next  year,  when  he  plants 
wheat,  his  costs  for  fungicides  and 
other  chemicals  should  drop  while  his 
wheat  yield  may  rise  as  much  as  15% 
to  20%. 

Canola's  supporters  know  well  that 
in  U.S.  agriculture  these  days  one  has 


p&g  put  a  new  label  and  marketin; 
push  on  Puritan,  which  had  only  a  3% 
share  of  the  $1.2  billion  vegetable  oil 
category  in  1988,  compared  with  18% 
for  p&g's  category-leading  Crisco 
Canola  oil  is  a  few  cents  a  pound  mow 
than  soybean  oil,  and  p&g  prices  Puri- 
tan as  a  premium  product. 

So  what's  the  future?  An  estimated 
75,000  U.S.  acres  of  canola  wen 
planted  for  harvest  in  1989.  Estimates 
of  the  1990  harvest  range  from 
100,000  to  200,000  acres.  By  contrast, 
U.S.  farmers  plant  more  than  60  mil 
lion  acres  of  soybean.  But,  says  Mi 
chael  Turner,  Cargill's  canola  project 
manager:  "We  could  break  a  million 
acres  (of  canola)  in  the  next  three  t 
five  years  without  difficulty."  ■ 
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A  MACHINE  THAT  CAN  MAKE  YOUR  GOLDEN  YEARS  SHINE 


A  calm  day  on  a  gentle  stream. 

To  enjoy  the  freedom  of  living  your  dreams, 
count  on  The  Xerox  Financial  Machine. 

With  prudent  mutual  funds  and  insured  unit 
trusts  from  Van  Kampen  Merritt.  The  ability  to 
protect  your  assets  with  insurance  for  auto,  home 
and  business  from  Crum  and  Forster.  Life  insur- 
ance and  annuities  to  make  your  retirement  more 
secure  from  Xerox  Life.  Investment  banking 
and  pension  fund  management  and  administra- 
tion from  Furman  Selz.  And  the  ability  to  lease 


anything  from  a  fleet  of  fishing  vessels  to  a 
Xerox  copier  from  Xerox  Credit  Corporation. 

They're  all  part  of  Xerox  Financial  Services;  a 
diversified  group  of  financial  companies  with  a 
singular  standard  of  excellence.  All  geared  to 
help  make  your  future  look  bright. 

So  you  can  have  your  day  in  the  sun. 

To  find  out  how  you  can  put  the  power  of 
The  Xerox  Financial  Machine  to  work  for  you, 
write  Xerox  Financial  Services,  P.O.  Box  5000, 
Norwalk,CT  06856. 
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le  Ford  Taurus 
but  once  per  generation! 


-Car  and  Driver 


often  that  a  car  receives  this  kind 
of  praise.  Then  again,  it's  not  often  that  a  car 
like  Ford  Taurus  comes  along.  And  over  the 
years,  its  superb  performance  and  innovative 
design  have  made  it  a  resounding  success 
with  car  buyers  and  critics  alike.  As  Car  and 
Driver  put  it:  "This  car,  an  established  best- 
seller in  the  marketplace,  established  itself 
as  first  in  the  hearts  of  [our]  staff. ..."  (Which 

Buckle  up— together  we  cap  save  lives. 


may  explain  why  Taurus  has  spent  the  last! 
four  years  on  Car  and  Driver's  "Ten  Best" 

list.) 

But  you  can  rest  assured  that  we're  not 
resting  on  our  laurels.  In  fact,  Taurus  now  < 
fers  advanced  features  like  optional  anti-loi 
brakes-proof  that  this  design  leader  is  ded 
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next  car  of  its  kind  may  be  a  generation  awl 


m 


transferable  6/60  powertrain  warranty. 

Covers  you  and  future  owners  on  major 
owertrain  components  for  6  years/ 60,000 
liles.  Ask  to  see  a  copy  of  this  limited  war- 
inty  at  your  Ford  Dealer. 

•est-built  American  cars. 

The  best-built  American  cars  are  built 
•y  Ford.  This  is  based  on  an  average  of 
lonsumer-reported  problems  in  a  series  of 


models  designed  and  built  in  North  America. 
At  Ford,  "Quality  is  Job  1." 

Taurus  for  1990  comes  equipped  with  a 
driver  air  bag  supplemental  restraint 
system. 

Ford  Taurus 

Have  you  driven  a  Ford . . .  lately?   (C(%wO 


The  Larger  Context 


The  most  dangerous  time  for  a  nation  is 
when  old  ways  are  discredited  but  new 
institutions  have  not  yet  taken  shape.  A 
floundering  U.S.S.R.  can  be  dangerous. 

RED  STORM  RISING 


By  Michael  Novak 


Beginning  in  mid-September, 
doubts  about  the  true  intent  and 
probable  outcome  of  perestroika  be- 
gan to  surface  at  high  levels  in  the 
Bush  Administration.  These  doubts 
have  two  parts:  1)  The  Soviets  are 


not  doing  the  things  that  would 
avert  impending  economic  disaster 
in  the  U.S.S.R.,  even  while  ethnic 
and  other  winds  are  reaching  gale 
force;  and  2)  Soviet  arms  production 
under  Gorbachev  has  not  been  fall- 
ing, but  rising. 

A  harsh  question  emerges:  What 
happens  when  perestroika  fails? 
Many  in  the  West  think  that  Soviet 
economic  decline  means  a  lesser 
military  threat.  This  is  not  necessar- 
ily true,  retired  Army  Lieutenant 
General  William  E.  Odom  argues: 
"Things  may  well  get  out  of  control, 
but  (the  situation  is)  unlikely  to  lead 
to  a  peaceful  coalition  toward  liberal 


democracy.  Civil  war  and  disorder 
followed  by  a  reassertion  of  authori- 
tarianism seem  more  probable." 

The  production  of  Soviet  weap- 
ons in  1988  was  significantly  high- 
er than  in  1985,  an  unnamed  Bush 
official  has  also  reported  from  Pen- 
tagon studies.  Yearly  production 
rates  for  intercontinental  ballistic 
missiles  were  up  from  100  to  150; 
new  submarine -launched  cruise 
missiles  from  250  to  300;  subma- 
rine-launched ballistic  missiles 
from  75  to  100;  tanks  from  3,000  to 
3,500;  armored  combat  vehicles 
from  4,200  to  5,250;  self-propelled 
field  artillery  and  mortars  from 
1,000  to  1,050.  Meanwhile,  U.S. 
production  has  fallen  sharply  in 
each  of  these  areas. 

True,  the  Soviets  promise  that 
1989  will  be  different.  But  between 
1985  and  1988,  the  Soviet  trend  was 
still  toward  offensive,  not  defensive 
weapons.  Moreover,  U.S.  officials 
who  toured  Soviet  military  installa- 
tions learned,  to  their  surprise,  that 
Soviet  divisions  slated  for  demobili- 
zation are  actually  being  shifted 
into  divisions  of  larger  size.  Should 
Gorbachev  falter,  the  next  ruler  of 
the  Soviet  empire  is  going  to  have 
even  more  military  power  at  his  dis- 
posal than  Gorbachev  had. 

Meanwhile,  three  splendid  arti- 
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cles  on  Gorbachev's  chances  for 
survival  appeared  in  the  August  is- 
sue of  Commentary,  and  long  inter- 
views by  G.R.  Urban  with  seven 
Soviet  specialists  appear  in  a  new 
book,  Can  the  Soviet  System  Survive 
Reform?  (Pinter,  London).  Some  of 
the  lessons  distilled  from  these 
writings  and  other  recent  com- 
ments may  be  important  for  busi- 
ness leaders. 

One  is  that  the  stifling  of  individ- 
ual incentives  for  some  70  years  has 
paralyzed  popular  habits.  Entire 
peoples  have  been  indoctrinated  to 
pull  down,  out  of  envy,  any  who 
succeed.  Once,  Ukraine  alone  was 
"the  breadbasket  of  the  world"; 
now  it,  too,  must  import  grains  and 
other  basic  foods. 

Furthermore,  to  the  extent  that 
the  vast  machinery  of  socialist  plan- 
ning is  dismantled,  no  one  knows 
yet  what  to  do  with  those  among 
the  20  million  Communist  Party 
elite  who  will  thereby  become  func- 
tionless.  How  can  this  large  elite 
stand  still  for  that? 

Third,  as  Tocqueville  noted,  the 
most  dangerous  time  in  the  life  of 
nations  is  the  time  between  sys- 
tems— when  old  ways  are  discredit- 
ed, but  new  habits  and  new  institu- 
tions have  not  yet  taken  shape.  The 
world  has  never  yet  seen  a  revolu- 


tion away  from  communism.  (Per- 
haps this  cannot  even  be  done.)  The 
brave  men  and  women  who  are 
leading  the  way — most  notably  in 
Poland,  Hungary  and  the  three  Bal- 
tic nations— attract  our  admiration 
and  our  desire  to  help. 

But  how?  Two  principles  should 
guide  our  efforts.  First,  those  of  us 
whose  blessings  spring  from  a  sys- 
tem of  liberty  must  not  strengthen 
states,  governments  or  parties  that 
repress  liberties.  Second,  we  must 
invest  in  private  associations  and 
firms  that  represent  the  new  insti- 
tutions of  the  future.  We  must 
strengthen  the  private  sector,  as  dis- 
tinct from  the  state  and  the  party. 

American  corporations  need  a 
strategic  plan  for  helping  to  liberate 
the  poor  peoples  of  the  world,  and 
not  only  in  communist  nations. 
They  should  assist  the  opening  up 
of  new  civic  space  outside  the  con- 
trol of  governments,  in  which  alone 
free  associations  (economic  and 
other)  can  prosper.  Much  of  the 
world  needs  U.S.  investment  and 
technology.  But  "business  as  usual" 
won't  be  enough.  For  that  has  too 
often  meant  business  with  party  ap- 
paratchiks and  state  industries,  the 
very  forces  of  economic  suffocation. 

The  world  does  not  now  have  a 
practical — or  even  a  theoretical — 


handbook  on  how  to  move  a  society 
from  a  communist  to  a  creative- 
enterprise  system.  We  need  hard 
thought  fast. 

Meanwhile,  we  should  steel  our- 
selves for  probable  implosions  in 
Eastern  Europe.  Great  forces  are  in 
turmoil — not  only  ideas  and  habits, 
and  not  only  nationalist  passions, 
but  also  powerful  institutions  and 
party  organizations  arrayed  against 
discontented  and  no  longer  supine 
workers. 

There  is  no  guarantee  that  Gorba- 
chev will  long  survive — or  will  not 
change  direction  abruptly.  His  ac- 
tivities so  far  are  consistent  with  a 
struggle  to  discredit  all  internal  op- 
position, in  order  to  gain  total  per- 
sonal control  over  a  byzantine  sys- 
tem. Tom  Clancy  framed  a  good 
metaphor:  We  may  yet  see  "Red 
Storm  Rising" — an  implosion  with- 
in more  likely  than  an  explosion 
outward.  Even  if  I  am  being  pessi- 
mistic, it  makes  sense,  while  abet- 
ting the  best,  to  prepare  for  the  pos- 
sible worst.  ■ 


Philosopher,  journalist  and  ex- U.S.  ambas- 
sador Michael  Novak  directs  social  and  po- 
litical studies  at  the  American  Enterprise 
Institute  in  Washington,  DC.  Among  his 
recent  hooks  are  Taking  Glasnost  Seriously 
and  Free  Persons  and  the  Common  Good. 
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Besieged  by  drugs,  crime,  high  rents  and 
poor  schools,  how  much  longer  can  New 
York  remain  the  worlds  financial  capital? 


Will  Wall 
Street  fade? 


By  James  Cook 


Beset  with  drugs,  high  taxes, 
congestion  and  endless  social 
problems,  New  York  City 
would  be  in  dire  straits  were  it  not  for 
Wall  Street,  the  financial  capital  of 
the  world.  Ronald  K.  Shelp,  a  man 
who  spends  all  his  time  seeking  ways 
to  keep  Manhattan  economically  via- 
ble, quickly  ticks  off  New  York's  im- 
pressive advantages:  its  concentration 
of  financial  institutions,  corporate 
customers  and  supporting  services;  its 
diverse  and  sophisticated  labor  force; 
its  vast  regional,  national  and  interna- 
tional transportation  network,  and,  as 
important  as  anything,  its  state-of- 
the-art  telecommunications  system. 

But  the  day  could  come  when  the 
problems  of  doing  business  in  the  city 
could  overwhelm  the  advantages. 
Over  the  years  more  than  a  few  major 
corporations — from  Eastern  Air  Lines, 
Inc.  to  J.C.  Penney  Co.  to  Newmont 
Mining  Corp. — have  departed  for  sim- 
pler, gentler  settings.  Even  the  finan- 
cial community  has  moved  many  of 
its  back-office — i.e.,  clerical — opera- 
tions elsewhere.  The  city  last  year 
lost  8,000  financial  service  jobs,  the 
first  decline  in  years.  It  could  easily 
lose  a  further  43,000  over  the  next 
several  years,  according  to  Shelp 
"You're  either  moving  ahead  or  fall- 
ing behind,"  Shelp  says,  "you  can't 
stand  pat  with  your  cards. "  He  is  head 
of  New  York  City  Partnership  Inc.,  a 
private  economic  development  orga- 
nization set  up  20  years  ago  by  David 
Rockefeller  to  help  New  York  main- 
tain its  precarious  position  at  the  top 
of  the  financial  heap. 


"Everybody  still  thinks  this  is  the 
place  to  be,"  Shelp  says,  "the  place 
where  new  ideas  and  services  are 
born,  where  industry  developments 
occur  first,  where  important  decisions 
are  made.  But  people  keep  telling  me, 
'Every  change  in  the  [financial]  busi- 
ness puts  more  and  more  pressure  on 
us  to  focus  on  costs.  And  if  one  firm 
moves  its  headquarters,  we're  all 
forced  at  least  to  think  about  it.'  " 

City  and  state  governments  are 
partly  to  blame.  New  York  State  im- 
poses the  highest  tax  burden  of  any 
state  in  the  U.S.,  and  where  the  state 
leads,  the  city  cheerfully  follows.  All 
told,  New  York's  financial  industry 
pays  $2.8  billion  a  year  in  state  and 
city  taxes.  This  includes  taxes  on  ev- 
erything from  real  estate  to  insurance 
to  telecommunications  services.  As 
the  politicians  see  it,  if  financial  firms 
have  to  be  in  New  York,  they  will  pay 
the  tax  bill,  no  matter  how  high. 

But  gradually  that  is  changing. 
Thanks  to  modern  telecommunica- 
tions, no  firm  need  be  wedded  to  any 
one  location  anymore.  After  all,  Citi- 
bank can  handle  its  credit  card  opera- 
tions as  effectively  in  Sioux  Falls,  S.D. 
as  it  could  in  Queens.  Even  more  wor- 
risome is  the  recent  decision  by  New 
York  Life  Insurance  Co.  to  move  a 
portion  of  its  back-office  operations  to 
Ireland  to  cut  costs.  Given  such  cir- 
cumstances, Shelp  argues,  it  is  high 
time  that  both  New  York  City  and 
New  York  State  stopped  milking  the 
financial  industry. 

Besides  being  sky-high,  New  York 
taxes  discriminate  against  the  very 
service  companies  that  are  the  life- 
blood  of  the  city's  economy.  While  a 


New  York  manufacturing  business  is 
generally  taxed  only  on  revenues  from 
sales  to  buyers  residing  within  the 
state,  service  businesses  are  taxed  on 
their  total  corporate  revenues,  no 
matter  where  they  are  generated.  Talk 
about  incentives  to  move  elsewhere. 
That's  what  Dreyfus  Corp.,  the  big 
mutual  fund  outfit,  threatened  to  do 
in  1988  to  avoid  paying  New  York 
taxes  on  business  it  did  outside  the 
state.  New  York  lawmakers  promptly 
made  an  exception  for  mutual  funds. 
But  what  applies  to  the  funds  applies 
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•  New  York  City  Partnership  President  Ronald  K.  Shelp 
Even  for  cities,  a  stitch  in  time  saves  nine. 


Frederick  Charles 


as  well  to  every  other  major  service 
company. 

Telecommunications,  so  far,  has 
been  a  strong  selling  point  for  New 
York.  The  city  boasts  the  most  so- 
phisticated and  advanced  telecom- 
munications facilities  in  the  world, 
including  a  fiber-optic  cable  network 
that  connects  some  400  buildings. 
That  compares  with  only  100  in  To- 
kyo. Even  so,  Tokyo  is  running  hard 
to  catch  up,  London  already  has  400, 
and  Shelp  expects  them  both  to  catch 
up  overall  inside  of  five  years. 


To  give  New  York  a  commanding 
advantage  in  telecommunications,  a 
Partnership  report  recommends  es- 
tablishing a  reliable  disaster  protec- 
tion system.  Chicago's  financial  com- 
munity, Shelp  points  out,  was  badly 
shaken  by  a  fire  that  disrupted  tele- 
phone service  there  for  two  months 
last  spring.  The  stakes  are  higher  in 
New  York:  On  any  given  day,  finan- 
cial transactions  in  the  city  represent 
about  a  third  of  the  U.S.'  entire  $4.5 
trillion  gross  national  product.  If  only 
two  key  local  New  York  telephone 


exchanges  should  fail  on  a  busy  day, 
Shelp  says,  perhaps  $1  trillion  of  fi- 
nancial transactions  would  be  lost, 
with  devastating  repercussions 
throughout  the  country  and  around 
the  world. 

"If  we  could  get  disaster  protection, 
it  would  be  an  amazing  advantage," 
Shelp  says.  "Business  would  be  will- 
ing to  pay  more  to  be  in  New  York 
just  to  get  that." 

If  the  Partnership  has  useful  sugges- 
tions for  dealing  with  many  of  these 
problems,  it's  a  lot  harder  put  to  come 
up  with  solutions  to  what  Shelp  con- 
siders the  city's  most  serious  compet- 
itive problem — education.  "That's 
the  biggest  problem,"  he  says.  "That 
and  finding  the  entry-level  workers — 
mainly  clerical  and  secretarial  work- 
ers— that  the  financial  services  indus- 
try needs." 

It's  a  problem  that  New  York  shares 
with  the  country  as  a  whole  and  even 
with  London  (though  certainly  not 
with  Tokyo).  But  in  New  York  the 
problem  is  especially  difficult.  What- 
ever the  reasons,  the  once-renowned 
New  York  City  public  school  system 
no  longer  produces  graduates  who 
have  the  skills  financial  service  com- 
panies need — in  fact,  they  have  few 
skills  at  all. 

At  one  New  York  bank,  Shelp  says, 
only  15  out  of  every  500  applicants  are 
qualified.  Affirmative  action  may 
have  its  uses,  but  it  cannot  by  itself 
turn  ill-educated,  unmotivated  people 
into  the  kinds  of  employees  a  busi- 
ness needs  to  compete  in  a  murder- 
ously competitive  world.  "You  can't 
get  by  with  a  strong  back  anymore," 
he  says.  "You  need  skills — verbal 
skills,  mathematical  skills,  computer 
skills." 

Thus,  the  Partnership  is  searching 
for  ways  to  improve  the  city's  school 
system — providing  management  as- 
sistance in  areas  like  teacher  recruit- 
ment, projecting  personnel  needs 
and — perhaps  most  important — set- 
ting up  job  readiness  programs  in  the 
schools.  "Many  of  the  kids  don't 
come  from  families  where  dad  went 
off  to  work  every  morning,  they  don't 
know  what  is  expected  of  them — ar- 
riving on  time,  how  they're  expected 
to  dress — or  even  that  there  is  a  link 
between  education  and  work." 

All  this,  of  course,  is  just  another 
way  of  saying  that  you  cannot  sepa- 
rate economic  problems  from  social 
problems.  To  be  blunt  about  it,  a  poor 
educational  system  is  bad  for  busi- 
ness. In  the  very  long  run,  then,  New 
York  City's  ability  to  prosper  will  de- 
pend upon  its  doing  something  about 
its  scandalously  bad  public  school 
system.  ■ 


FORBES,  OCTOBER  16,  1989 


139 


STATS    °FwTBEG0VEH«0B 

oe&25 


Thomas  n- 


Gov 


CBNOB 


.Outeconomvissttonget, 
Dear  Friends-  he  iast  eighr  vears- 

^^T1^^KT  ,  esandour 

centers,  Y°»*eve     madeNeWJetsev  a  better  P  wedone, 

Youre«ortshavemadeN  ^b*^ 

chrtdten'  u«  faU^ewlerseva^.*^ 

And  so  on  ^    „tinuing  to  do-  Best  regards, 

andforaUvouare 

TomKean 


Special  Advertising  Supplement 


THE 


KEAN 
YEARS 

New  Jersey's 
Quiet  Revolution 


'New  Jersey  and  you-perfect 
together."  New  Jersey  Gov- 
ernor Thomas  H.  Kean  has 
intoned  those  words  in 
countless  television  commer- 
cials describing  the  attributes 
of  the  state  he  has  governed 
for  eight  years.  But  when 
Kean  leaves  office  in  early 
1990,  many  will  say,  "Tom 
Kean  and  New  Jersey-perfect 
together,"  because  it  has  been 
on  Kean's  watch  that  New 
Jersey  has  put  in  place  an  ex- 
citing blueprint  for  the  future, 
one  that  carves  out  a  leader- 
ship position  for  New  Jersey 
as  the  nation's  leading  post- 
industrial,  post-urban  state. 
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THE  KEAN  YEARS 

New  Jersey's  Quiet  Revolution 


New  Jersey  has  bounced 
back  from  the  rustbelt  blues 
and  rebuilt  its  economy  into 
a  powerful  engine  that 
has  brought  heightened 
prosperity  up  and  down  the 
Garden  State. 


During  the  1980s,  New  Jersey 
bounced  back  from  the  rustbelt  blues 
and  rebuilt  its  economy  into  a  powerful 
engine  that  has  brought  heightened 
prosperity  up  and  down  the  Garden 
State.  As  Kean  noted  in  his  annual 
State  of  the  State  message  earlier  this 
year,  "We  have  attracted  record 
numbers  of  new  businesses  with  our 
location,  our  low  taxes  and  our  strong 
business  climate."  Businesses 
spawned  in  New  Jersey  or  migrating 
to  the  state  from  elsewhere  have  cre- 
ated three-quarters  of  a  million  new 
jobs  in  the  1980s,  jobs  that  have  solidi- 
fied New  Jersey's  position  as  the  state 
with  the  second-highest  per  capita  in- 
come in  the  nation.  Individual  income 
in  New  Jersey  has  risen  from  122%  of 
the  national  average  in  1982  to  133% 
in  1988.  Because  of  the  state's  eco- 
nomic growth,  Kean  told  the  state  leg- 
islature earlier  this  year,  "New  Jersey 
has  enjoyed  a  Quiet  Revolution  in  the 
1980s;  we  have  seen  fundamental 
changes  that  have  improved  our  lives." 

The  state's  business  leaders 
agree.  Standley  H.  Hoch,  chairman  of 
General  Public  Utilities,  based  in 
Parsippany,  N.J.  says,  "During  the  Tom 
Kean  years,  the  state  of  New  Jersey 
has  grown  significantly  in  strength  and 
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stature.  We've  witnessed  a  rebirth 
major  urban  centers  and  a  sustain 
burst  of  economic  growth  attracti 
new  industries,  businesses  and 
dents.  And  just  as  important,  we  he 
all  felt  the  renewed  positive  spirit 
pride  and  faith  in  the  state  of  Ne 
Jersey." 


"New  Jersey  has  enjoyed  a 
Quiet  Revolution  in  the 
1980s;  we  have  seen  funda- 
mental changes  that  have 
improved  our  lives." 

Ralph  S.  Larsen,  chief  executi 
officer  of  Johnson  &  Johnson,  adc 
"Governor  Kean  has  always  bee 
seen  as  more  of  a  statesman  than 
politician.  When  he  became  govern 
the  state  was  in  the  doldrums  of  a  r 
cession,  and  he  led  the  way  to  recc 
ery  by  emphasizing  the  potential  of  o 
service  economy.  He  recognized  tl 
value  of  focusing  on  New  Jersey's  Vc 
assets  rather  than  its  liabilities.  In  ad< 
tion  to  being  a  statesman,  he  turn* 
out  to  be  an  excellent  salesnru 
as  well." 

THE  RISING  ECONOMIC  TIDE 

The  rising  economic  tide  has  lifted  a 
of  boats.  "We  can  see  hot  spots, 
course,"  says  James  G.  Cullen,  pre 
dent  of  New  Jersey  Bell.  "There 
Atlantic  City,  the  Hudson  County  wat£ 
front,  the  1-78  corridor.  But  I  would  ha 
to  say  the  growth  is  pretty  much  aero; 
the  state." 

The  boom  has  not  only  benefits 
New  Jersey's  posh  suburbs  and  cc 
porate  campuses,  it  has  also  reache 
into  inner-city  areas,  generating  jot 
and  new  construction.  "Even  the  mc 
needy  New  Jerseyans  have  been  pe 
of  our  Quiet  Revolution,"  Kean  he 
noted.  "We  brought  43,000  jobs 
inner-city  neighborhoods  throuc 
urban  enterprise  zones  and  revolutio 
ized  welfare,  giving  the  unemploye 
hope  instead  of  a  handout." 


We've  always  been  the  leader 

in  the  car  rental  industry. 

Even  when  we  only  had  twelve  cars. 


Back  in  1918,  an  enterprising  22-year-old  named 
'alter  Jacobs  decided  renting  cars  was  a  good  idea. 
He  painted  and  maintained  his  12  Model  T's  him- 
lf.  And  before  long  his  good  idea  was  so  popular, 
veral  Hertz  branches  opened  outside  of  Chicago. 
By  the  early  1930 's,  Hertz  had  standardized  oper- 
ing  procedures  including:  advance  reservations 
id  the  first  rent-a-car  charge  card. 
And  while  other  rental  car  companies  were  just 
arting  to  spring  up,  Hertz  was  already  serving  cus- 
mers  at  over  1,000  locations.  Hertz  was  first  on  the 
ene  with  innovative  services  like:  emergency  road 


service  and  centralized  toll  free  reservation  num- 
bers, the  Hertz  #1  Club  and  Express  Rental  Services. 
Not  to  mention  one  of  the  widest  selections  of  cars 
in  the  industry. 

Over  the  years,  the  competition  has  copied  many 
of  the  services  Hertz  pioneered.  And  we  take  that  as 
the  sincerest  form  of  flattery.  But  there's  one  thing 
we  know  no  one  can  imitate  or  duplicate.  Seventy 
years  of  striving  for  leadership. 

It's  that  leadership  that  people  have  always 
counted  on.  Whether  they  rented  a  Model  T  seventy 
years  ago  or  are  going  to  rent  a  T-Bird  tomorrow. 


k  REG  US  PAT  OFF  ic  HERTZ  SYSTEM  INC  1989 
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"During  the  Tom  Kean  years, 
the  state  of  New  Jersey  has 
grown  significantly  in 
strength  and  stature.  We 
have  all  felt  the  renewed 
positive  spirit  of  pride 
and  faith  in  the  state  of 
New  Jersey." 


Bottom  right: 

Secretary  of  Housing  and  Urban 
Development  Jack  Kemp  visits 
Newark  housing. 

Continental  opens  Terminal  "C" 
Newark  Airport;  Governor  Kean, 
Brooke  Shields,  Phil  Kaltenbacher 
of  Port  Authority  of  New  York 
and  New  Jersey 


While  this  Quiet  Revolution  has 
successfully  transformed  the  state 
economy,  generating  new  wealth  for 
many  of  the  state's  7.7  million  resi- 
dents, the  Kean  Administration  also 
has  achieved  a  remarkable  turn- 
around in  New  Jersey's  environmental 
profile.  Once  known  for  its  pollution, 
New  Jersey  is  now  becoming  known 
for  its  leadership  role  in  protecting  the 
environment.  (See  page  43.)  Governor 
Kean  has  demonstrated  that  respon- 
sible leadership  can  promote  both  a 
better  environment  and  economic 
growth. 

As  Dean  R.  O'Hare,  chief  execu- 
tive officer  of  Chubb  Corp.,  based  in 
Warren,  N.J.,  notes  "the  level  of  New 
Jersey  economic  activity  has  definitely 
slowed  in  the  last  two  years."  But  the 
rapid  growth  earlier  in  the  decade  has 
put  in  place  an  economic  base  for  all 
seasons. 

Says  Frank  A.  Olson,  chief  execu- 
tive officer  of  Hertz  Corp.,  based  in 
Park  Ridge,  N.J.,  "Because  of  its 
many  attractive  features,  New  Jersey 
has  been  able  to  establish  a  solid  base 
of  headquarters  and  clean  mdustry- 
the  types  of  diversified  businesses  that 
are  resistant  to  cyclical  downturns  and 
contribute  to  economic  stability." 

For  years,  of  course,  New  Jersey 
was  at  the  forefront  of  the  nation's  in- 
dustrial development.  Its  proximity  to 


markets  and  low  cost  structure  at 
tracted  a  wide  range  of  businesses.  B^ 
the  middle  of  this  century,  New  Jersey 
was  one  of  the  nation's  most  industrial 
ized  states,  as  well  as  its  most  densely 
populated  state.  New  Jersey's  manu 
facturing  employment  reached  its  high 
watermark  in  the  1960s,  when  i 
provided  some  900,000  jobs  anc 
employed  one-third  of  the  state's 
labor  force. 

But  American  heavy  industries 
encountered  heavy  sledding  as 
cheaper  foreign  competitors  and  ma 
turing  markets  cut  into  demand.  Th( 
result  was  sharp  job  losses  whereve 
these  industries  were  represented 
and  New  Jersey  was  hard  hit  in  the 
1960s  and  70s.  The  losses  wer< 
particularly  devastating  in  older  urbar 
areas  such  as  Newark  and  Paterson. 

During  the  Kean  years,  Nev 
Jersey  has  successfully  reshaped  it 
economy,  shifting  from  heavy  mdustr 
to  different  forms  of  manufacturing 
and  service  industries.  And  it  has  re 
placed  feelings  that  the  state  govern 
ment  was  anti- business  with  an  imag< 
of  attentiveness  to  the  concerns  of  th< 
business  community.  In  the  eyes  c 
many  observers,  it  has  implemented  i 
strategy  that  the  nation  as  a  wholi 


Strategically 
Well  Positioned... 

Analyzing  each  situation  with 
care.  Determining  strategic  alternatives. 
Moving  with  skill  and  confidence. 
Utilizing  imagination,  creativity  and 
innovation.  All  are  required  to  win  a 
chess  match.  • 

GPU  has  used  these  same 
strategies  to  develop  a  winning  game 
plan  that  has  allowed  the  company  to 
re-emerge  as  a  major  industry  force 
after  a  decade  of  unprecedented 
challenge.  Last  year  for  instance,  GPU 
was  named  "The  Electric  Utility  of  the 
Year." 

We  will  not  rest  on  our  laurels. 
In  an  increasingly  competitive  environ- 
ment, the  stakes  are  high. 

From  developing  pace-setting 
conservation  programs  to  pioneering 
research  on  clean  coal  technology.  . . 
from  implementing  compassionate 
human  service  programs  to  seeking 
innovative  non-utility  generation.  .  .the 
nearly  13,000  employees  of  the  GPU 
System  are  committed  to  continuing  this 
momentum.  They  remain  dedicated  to 
supplying  reliable,  cost-effective  electric 
service  to  more  than  4.2  million  people 
in  our  operating  territory  in  New  Jersey 
and  Pennsylvania. 

Keeping  pace  with  New  Jersey's 
dramatic  commercial  and  industrial 
growth  during  the  Governor  Thomas  H. 
Kean  years  has  not  been  easy,  but 
through  the  diligent  efforts  of  Jersey 
Central  Power  &  Light  (JCP&L),  our 
New  Jersey  operating  company,  we  have 
been  equal  to  the  challenge. 

We  are  proud  to  have  been 
partners  in  New  Jersey's  growth  during 
Governor  Kean's  successful  tenure.  The 
momentum  created  under  his  leadership 
bodes  well  for  New  Jersey's  continued 
success.  For  our  part,  GPU  and  JCP&L 
look  forward  to  further  economic 
development. 

We  are  confident  that  our  game 
plan  and  spirit  of  innovation  position  us 
to  meet  the  challenges  and  opportunities 
of  a  fast-changing  industry. 


FfiPl 


GENERAL 
PUBLIC 
UTILITIES 
CORPORATION 


,ersey  Central  Power  &  Light  •  Metropolitan  Edison  •  Pennsylvania  Electric 


100  Interpace  Parkway 
Parsippany,  New  Jersey  07054 
(201)  263-6500 
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New  Jersey  Business 
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Were  Neighbors 


Around  the  world,  Hoechst  Celancse 
is  welcomed  as  a  $6  billion  corpora- 
tion committed  to  quality  in  chemi- 
cals, fibers  and  film,  advanced 
materials  and  the  life  sciences. 
But  our  headquarters  are  in  the 
Bridgewater/Somerville  area,  and 
we  have  operations  there  and  in 
Branchburg,  Chatham  and  Summit. 
So  New  Jersey  has  a  special  place  in 
our  hearts. 
We're  neighbors." 


Hoechst  Celanese  Corporation 

Route  202-206 

Box  2500 

Somerville,  N  J  08876-1258 


Hoechst  Celanese 


Hoechst 


t  1969  Hoecnsi  Celanese  Corporation 


must  pursue  in  order  to  cope  with  th< 
intensified  foreign  competition  facinc 
the  U.S.  economy. 

Manufacturing  employment  ha: 
fallen  to  less  than  675,000  jobs.  That': 
only  one-sixth  of  the  state's  curren 
labor  force,  a  level  in  line  with  th( 
national  average.  Moreover,  Nev 
Jersey's  manufacturing  has  als( 
moved  away  from  smokestack  indus 
tries  to  more  contemporary-and  com 
petitive-products.  New  Jersey,  fo 
example,  now  ranks  number  one  ir 
the  nation  in  pharmaceuticals  anc 
number  two  in  chemicals.  It  still  rank 
seventh  in  petrochemicals,  but  it  ha: 
risen  to  tenth  in  electrical  and  electron 
ics  equipment.  Within  that  sectoi 
moreover,  it  has  a  leading  position  it 
telecommunications. 

Some  efforts  have  breathed  nev 
life  into  old  industries.  CBS  Record: 
Operations  has  invested  more  thai 
$30  million  in  its  Pitman,  N.J.  facility  t< 


Almost  all  the  new  jobs  cre- 
ated in  the  state  since  1982 
have  been  in  service  indus- 
tries, and  the  service  sector 
has  become  the  largest 
component  of  the  state 
economy. 

manufacture  compact  discs  there, 
placing  a  plant  used  to  press  record 
from  1960  to  1986.  The  facility  has 
sophisticated  robotics  system  that  cai 
ries  discs  from  one  stage  of  manufac 
turmg  to  another,  plus  a  laser-scannei 
quality  control  system. 

Elsewhere,  however,  manufactui 
ing  is  being  replaced  by  other  activ 
ties.  A  former  Ford  Motor  Co 
automobile  assembly  plant 
Edgewater,  N.J.,  abandoned  in  thi 
1970s,  is  being  transformed  into  Inde 
pendence  Harbor  by  Hartz  Mountaii 
Industries.  This  mixed-use  redevelop 
ment  project  will  include  some  55( 
homes  and  240  boat  slips. 


The  SonyTrinitron  XBR.YourTypical  Over-Achiever. 


R,N*^XBR 


To  the  acknowledged  brilliance  of  the  Trinitron  XBR  picture, 
Sony  now  adds  SRS— a  sound  advancement. 

When  is  good  just  not  good  enough?  When  you're  Trinitron"  delivered.  The  new  family  of  Trinitron  XBR  TVs  also  gives  you  new 

XBR™  TV,  and  over-achieving  runs  in  the  family.  That's  why  this  ways  to  watch  television.  Choose  from  a  host  of  sophisticated  new 

year's  brilliant  color  is  even  more  brilliant.  The  sharper  resolution  conveniences  like  advanced  digital  picture-in-picture  and  A/V 

even  sharper.  And  that's  just  the  beginning.  Because  this  year  also  window  on-screen  displays.  Just  what  you'd  expect  from  people 

brings  you  an  advancement  that  revolutionizes  TV  sound— SRS"—  for  whom  setting  the  standard  is  standard  procedure. 
Sound  Retrieval  System.  With  circuitry  so  advanced  it  delivers  richer, 
fuller  stereo  sound.  The  sound  promised  by  ordinary  TVs  but  never  I 


c  1989  Sony  Corporation  of  Americo  Sony,  Trinitron  ond  XBR  ore  registered  trodemotks  ol  Sony  SRS  is  o  trodemork  of  Hughes  Aircraft  Company  a  subsidiary  of  GM  Hughes  Electronics. 


TAKE 

A  FIVE  MINUTE 

FERRY  RIDE 

AND  SAVE  MILLIONS. 


* 


Move  to  Lincoln  Harbor.  Just 
1.000  feet  from  The  Lincoln  Tunnel. 
Brand  New  Office  Building  Neai  Ing 
Completion.  Up  to  600.000  square 
large  floors). 

•  Restaurants  •  Shopping  •  Hotels 

•  Marina -Housing 

With  the  Han/  Direct  mass  transit 
m  in  place,  we  will  guarantee 


to  move  your  employees  to  and  from 
their  jobs  with  ease.  Our  frequent, 
reliable  ferries  and  buses  are  already 
moving  more  than  three  thousand 
people  daily  in  and  out  of  Manhattan 
tn  comfort  and  on  time. 

•  5  minutes  from  Midtown 

•  15  minutes  from  Downtown 

•  5  minutes  to  PATH  System 


READY  FOR  TENANT  FINISHES 
811.25  NET  Rent 

•  Low  Cost  Energy  •  Low  Taxes  •  12% 
Loss  Factor  on  Space  •  Free  Parking 

•  Minimal  Operating  Escalations 

All  operating  expenses  including 
taxes  S5.50  per  square  foot. 

Call  Gene  Heller.  President.  (201) 
348-1200  for  brochure,  transit  video 
and  your  complimentary  ferry  ticket. 


f 


HARTZ 

Marti  Mountain  Indvttrtrt    ln< 

New  Jersey  Where  business  keeps  moving 


o  one  else  on  earth  moves 
tore  people  and  things  to 
lore  places  more  often  than 
ate  way  America. 


Gateway  America-the  New  York/New 
3  Jersey  region-plays  host  to  more 
than  79  million  air  travelers  every  year.  It's  the 
world's  leading  air  cargo  center.  And  its 
harbor  facilities  are  the  finest-and  the  busiest-in 
North  America. 

Superb  highway  and  rail  systems  are  all 
linked  together  with  its  air  and  harbor  facilities, 
working  as  one  supersystem. 

If  you're  in  the  world  of  trade,  you  should 
be  here.  And  The  Port  Authority  of  New  York 
&  New  Jersey  can  help. 

We  operate  the  airports  and  harbor  facilities 
for  the  continued  prosperity  of  travel,  tourism 
and  shipping. 

We'll  also  share  what  we  know  about 
shipping,  trading  and  selling  here,  as  well 
as  overseas. 

Just  write  us,  and  ask  for  the  "World  Of 
Trade"  brochure.  It'll  help  you  move  to  the  top 
in  the  world's  richest,  largest  market. 

THE  TORT  AUTHORITY®^  W©Q»J] 

The  Port  Authority  of  New  York  &  New  Jersey, 

One  World  Trade  Center,  MAP  68S,  New  York,  NY  10048 
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'The  quality  of  life  and  the 
quality  of  the  labor  pool, 
plus  the  educational  and 
cultural  institutions  make 
for  an  attractive  milieu  for  a 
national  organization  to 
want  to  locate  here." 


Bottom  right: 
State  Street  Square 
Groundbreaking 
Trenton 

State  Street  Square,  a  14-story 
complex  in  Trenton 


w  immi  if 
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Manufacturing  has  retreated  to  a 
narrower  base,  but  it  is  more  sophisti- 
cated and  forward-looking.  Mean- 
while, service  industries  have  more 
than  taken  up  the  slack.  Almost  all  the 
new  jobs  created  in  the  state  since 
1982  have  been  in  service  industries, 
and  the  service  sector  has  become 
the  largest  component  of  the  state 
economy. 

RANGE  OF  SERVICE  JOBS 

The  service  jobs  include  a  range  of  ac- 
tivities, from  health  care  to  insurance, 
consulting  to  catering.  For  example, 
KPGM  Peat  Marwick,  the  international 
accouting  firm,  has  moved  a  number 
of  its  headquarters  activities  to 
Montvale,  N.J.,  over  the  last  two  and  a 
half  years.  In  addition  to  its  800  em- 
ployees, Peat  Marwick's  Montvale  of- 
fices also  house  training  facilities  used 
by  more  than  12,000  Peat  Marwick 
employees  and  clients  in  the  past  year. 
"We  found  the  transportation  system 
and  the  education  system  here  near 
the  top  of  the  list  when  compared  with 
other  states,"  says  Harry  Baird,  the 
managing  partner  of  Peat  Marwick's 
executive  offices. 

Hertz  Corp.  also  chose  to  con- 
solidate its  headquarters  activities  in 
New  Jersey.  "Among  the  economic 
attractions  that  drew  Hertz  to  New 
Jersey,"  Olson  explains,  "were  a  strong 


state  economy,  a  distinctly  pro- 
business  climate,  a  livable  environ 
ment  and  the  kind  of  talented 
educated  labor  pool  to  satisfy  immedi 
ate  and  long-term  expansion  needs." 

Tourism  in  New  Jersey  has  experifi 
enced  significant  growth  and  has  beer| 
creating  jobs  in  Atlantic  City,  along  the! 
Jersey  shore,  and  adjacent  to  thel 
state's  many  historic  sites.  It  is  now  d 
$13  billion-a-year  industry,  and  a  signij 
ficant  part  of  that  growth  is  attributable] 
to  Governor  Kean's  widely  seen  televi  I 
sion  commercials.  The  slogan  "NevJ 
Jersey  and  you— perfect  together'! 
has  become  widely  known  throughout] 
the  northeast  and  midwest. 

Financial  services  have  been  al 
particularly  fast-growing  source  of  eml 
ployment  in  New  Jersey.  Commercial 
banking  has  been  changing  rapidlJ 
since  the  Kean  Administration  eased 
rules  on  interstate  banking  in  earl^  j 
1988.  There  have  been  a  number  o] 
mergers  and  acquisitions  involvind 
New  Jersey  banks  as  they  positior 
themselves  for  the  broadening  scope] 
of  banking.  In  addition,  Bankers  Trus  : 
has  moved  significant  portions  of  its] 
back-office  financial-processing  activi 
ties  to  New  Jersey. 

A  similar  process  is  under  way  ir 
the  securities  industry.  Wall  Street  re 
mains  the  capital  of  capital,  the  epicen 
ter  of  the  increasingly  global  financic 


I  it  up  yourself.  Toshiba's  SUPER  TUBE  'TV  with  Super  Carver  Sonic  Hol- 
ly1 has  the  world's  largest  FST'  picture  tube. 

Our  new  Hi  Drive  delivery  system  uses  a  dual  path  electron  gun, 
versus  the  conventional  single  path  gun.  Our  lenses  are  bigger*  And 
!  increased  their  number  to  eight  rather  than  four— the  most  any 
other  picture  tube  maker  uses. 

What  it  all  amounts  to  is  a  picture  with  700  lines  of  reso- 
lution whose  sharpness,  brightness  and  contrast  is  unprece- 
dented in  a  TV  of  any  size. 
But  that's  only  half  the  equation.  Toshiba's  new  Super 
arverSystem  is  the  most  advanced  television  sound 

system  available.  Carver  Sonic 


Holography"  has  been  combined 
v        with  a  newly-developed  Dipole 


CAKVrLK        spatial  Sound™  speaker,  which, 
'hen  mounted  behind  the  TV  or  placed  behind  the 
ewer,  creates  sound  so  real  and  intense,  it  will  actually  make  the  picture  seem  bigger. 

Add  to  this  some  of  the  most  advanced  features  ever  developed  for  a  TV,  like  remote-con- 

Whyour32'Wis 

greaterthan 
anyone  else's  3S! 


trolled  swivel  motors  that  allow  theTV  and  two  of  its  speak- 
ers to  each  turn  15  degrees  left  or  right,  full  on-screen 
displays,  181-channel  cable 
compatibility,  and  a  complete 
A/V  jack  pack. 

Equally  impressive  are 
Toshiba's  new  full-size  SK- 
F200VHS  camcorder  and 
SV-F990  Super  VHS  VCR  with 
multiple  pro-edit  features 
and  digital  special  effects. 

The  sum  total  is  a  larger-than-life  experience  beyond 
calculation.  You  see,  the  competition  claims  to  be  ahead  of 
us  by  inches.  But,  Toshiba's  technology  is  ahead  by  miles. 

In  Touch  with  Tomorrow 


I  TUBE  is  a  trademark  of  Toshiba  Corp.  Model  CX3288J 


TOSHIBA 


Toshiba  America  Consumer  Products.  Inc  ,82Totowa  Road,  Wayne.  NJ 07470 
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markets,  and  anybody  who's  anybody 
should  be  represented  on  the  floors  of 
the  exchanges  there.  But  it  has  been 
dawning  on  firms  that  they  don't  need 
to  pay  Wall  Street  rents  for  all  of  their 
activities. 

The  result  has  been  an  exodus  of 
back-office  functions  across  the 
Hudson.  The  Pershing  division  of 
Donaldson,  Lufkm  &  Jenrette  moved 
1,000  of  its  employees  to  Jersey  City 
earlier  this  year.  The  group  decided  to 
lease  620,000  square  feet  in  the  new 
International  Financial  Towers  in  order 
to  get  space  suitable  for  the  computer 
equipment  so  central  to  modern  secu- 
rities trading  and  processing. 

Similarly,  PaineWebber  has  taken 
space  in  Hartz  Mountain  Industries' 
Lincoln  Harbor  development,  in 
Weehawken,  near  the  entrance  to  the 
Lincoln  Tunnel.  Moreover,  in  June, 
Merrill  Lynch  announced  plans  to  relo- 
cate about  2,500  employees  from 


lower  Manhattan  to  a  new  43-story  of- 
fice tower  being  developed  by  Linpro, 
a  real  estate  firm,  and  Colgate- 
Palmolive,  the  owners  of  the  property. 
Merrill  Lynch  will  occupy  nearly  half  of 
the  building's  1.2  million  square  feet, 
and  it  expects  to  begin  relocating 
employees  as  soon  as  the  building  is 
completed  in  the  first  quarter  of  1992. 
Merrill  Lynch  already  has  about  5,000 
employees  in  New  Jersey.  In  addition 
to  operating  brokerage  offices 
throughout  the  state,  Merrill  Lynch  has 
its  Business  Financial  Services  group 
and  other  activities  in  the  Princeton 
area.  Thus,  there's  more  than  back- 
office  financial  work  going  on  in  New 
Jersey.  CIT,  a  major  commercial 
lender,  is  based  in  New  Jersey,  as  is 
Beneficial  Corp.,  a  diversified  financial 
service  firm.  New  Jersey  is  also  home 
to  the  Chubb  Group,  a  major  insur- 
ance services  firm,  the  Prudential 
Insurance  Company  of  America,  and 


Mutual  Benefit  Life. 

An  important  fringe  benefit  from 
this  growth  in  corporate  offices  has 
been  the  development  of  a  critical 
mass  of  corporate  executives  who  can 
exchange  ideas.  Dr.  Robert  Boni,  chief 
executive  officer  of  Armco,  says  that 
when  his  company  sought  an  alterna- 
tive to  its  headquarters  in  Middletown, 
Ohio,  "We  wanted  to  be  in  the  midst  of 
major  corporate  headquarters  as  op- 
posed to  being  the  only  one  in  town." 
Armco  moved  to  Parsippany,  N.J., 
and  Boni  says  of  his  executives,  "The 
ability  to  mix  with  their  peers  in  other 
major  corporations  has  had  a  benefi- 
cial effect  in  the  executives'  approach  I 
to  strategic  thinking,  financial  thinking 
and  the  solution  to  problems.  They 
have  other  people  to  associate  with 
besides  just  Armco  officers." 

One  result  of  the  migration  and 
expansion  of  businesses  has  been  a 
sharp  decline  in  the  New  Jersey  un- 


TbmKean 


Perfect 
Together 


Allied-Signal  Inc.  salutes 
Governor  Tom  Kean. 
His  achievements  are 
the  foundation  for  an 
ever  more  successful 
New  Jersey  in  the  '90s. 
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*M  matter  what  standard 


A  super-regional  bank  posting  record  income  for  12  straight  years? Midlantic, 


With  a  10-year  compound  earnings  growth  rate  of  19%  or  better? Midlantic 


A  5-year  Return  on  Average  Assets  twice  as  high  as  Salomon  Brothers  35-Bank  Index? Midlantic 


And  a  5-year  Return  on  Shareholders'  Equity  61%  higher  than  the  same  average? Midlantic 


Dividends  increased  11  straight  years? Midlantic 


Dividends  paid  185  straight  years? Midlantic 


And  a  strong  retail  base  with  500-plus  banking  offices  in  a  thriving  multi-state  region? Midlantic 

(The  growth  continues.  1989  assets:  $23  billion.  First  half  of  '89,  earnings  at  a  new  record  level: 
R.O.A.  at  1.23%;  R.O.E.  17.73%.  In  the  dictionary  of  banking,  consistency  is  defined:  Midlantic.) 

Midlantic 

The  Hungry  Bankers,  serving  New  Jersey,  Pennsylvania  and  New  Yrnk. 

Iran  ajpy  of.  Midlantic  Corpotntioiis  latest  financial  ivport  or  to  talk  with  a  Hungry  Banker  call  1-201-321-8286. 
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"We  can  say  something  most 
other  states  cannot.  In  New 
Jersey  today,  anyone  who 
wants  a  good  job  can  find  a 
good  job." 


employment  rate  during  the  1980s.  In- 
deed, this  year  Kean  noted,  "We  can 
say  something  most  other  states  can- 
not. In  New  Jersey  today,  anyone  who 
wants  a  good  job  can  find  a  good  job." 
The  state  has  had  some  ot  the  lowest 
unemployment  rates  in  the  country— 
despite  a  work  force  that  has  been 
growing  faster  than  the  nation  as  a 
whole.  Some  of  the  new  service  jobs 
don't  pay  as  much  as  the  old  manufac- 
turing jobs.  But  on  the  whole,  the 
state's  per  capita  income  has  been 
growing  faster  than  that  of  the  rest  of 
the  nation. 

The  transformation  has  not  been 
easy.  The  shift  from  manufacturing  to 
services,  heavy  industry  to  high  tech, 
broad  shoulders  to  broad  education, 
has  been  wrenching  but  necessary. 
And  growth  has  brought  new  prob- 
lems, from  traffic  jams,  to  labor  short- 
ages, to  rising  home  prices.  These  are, 
however,  problems  of  growth,  and  they 
are  a  happier  burden  than  the  prob- 
lems facing  states  with  less  vigorous 
economies. 

STRENGTH  RESTS  ON 
FUNDAMENTALS 

The  strength  of  the  New  Jersey  econ- 
omy in  the  1980s  rests  on  several  fun- 
damentals: The  state  is  located  smack 


Unemployment  Rates  for                  ]  New  Jersey 
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in  the  middle  of  the  populous  Eastern  | 
seaboard,  a  short  distance  from  one- 
third  of  the  nation's  population.  Indeed, 
it  constitutes  significant  parts  of  two  of 
the  nation's  largest  metropolitan  areas, 
New  York  and  Philadelphia,  and  its 
own  population  represents  a  sizable 
and  affluent  market.  In  addition  to  be- 
ing close  to  markets,  it  has  major  ports, 
a  large  airport  in  Newark,  and  a  well 
developed  transportation  and  com- 
munications infra-structure. 

The  Kean  Administration  has  in- 
vested more  than  $5  billion  in  improv- 
ing New  Jersey's  roads  and  bridges  as 
well  as  its  mass  transportation  net- 
works. Governor  Kean  has  used  the 
proceeds  of  two  transportation  bond 
issues  to  leverage  opportunities  for 
federal  funding  and  maximize  the 
funds  available  for  transportation. 

There  is  a  strong  intellectual  infra- 
structure as  well:  New  Jersey  is  the 
home  of  Princeton,  Rutgers  and  other 
research  universities,  as  well  as 
such  important  research  centers' 
as  the  Bell  Labs  and  the  SRI  Sarnoff 
Laboratories. 

"The  quality  of  life  and  the  quality 
of  the  labor  pool,  plus  the  educational 
and  cultural  institutions  make  for  an  at- 
tractive milieu  for  a  national  organiza- 
tion to  want  to  locate  here,"  says 
Harvey  Lamm,  chairman  and  chief  ex- 
ecutive officer  of  Subaru  of  America, 
based  in  Cherry  Hill,  N.J.  "A  lot  of  that 
is  attributable  to  Governor  Kean," 
Lamm  adds.  Under  the  Kean  Adminis- 
tration, for  example,  state  funding  for 
the  arts  has  increased  sevenfold,  from 
$3  million  in  1982  to  a  current  level  of 
some  $20  million  per  year. 

The  Kean  Administration  has 
done  much  to  transform  New  Jersey's 
fundamentals  from  potential  to  kinetic 
economic  energy.  Robert  VanBuren, 
chairman  and  chief  executive  officer  of 
Midlantic  Corporation  says,  "Strong 
executive  leadership  and  progressive' 
legislation  in  New  Jersey  have  been  a 
catalyst  to  this  solid  growth  and  devel- 
opment." Hertz's  Olson  adds,  "Gover- 
nor  Kean  and  Commerce  and 
Economic  Development  Commis- 


"They  must  belong  to  Governor  Kean." 


You're  leaving  behind  some  very  large  shoes  to  fill,  Governor.  New  Jersey  was  always  a 
X)d  place  to  live  and  work,  but  you  made  it  great.  And  we  were  there  to  see  it  happen.  We  have  a 
3zen  facilities  around  the  state,  including  our  World  Headquarters  in  Warren,  a  branch  office  in 
lurray  Hill,  a  new  Princeton  office,  our  Bellemead  Development  Corporation 
Roseland,  Chubb  LifeAmerica  in  Parsippany,  and  The  Chubb  Institute  there 
id  in  Jersey  City.  Altogether,  there  are  almost  4,000  of  us  working  in  New  Jersey. 

Thanks  from  all  of  us  at  Chubb. 


)  Group  of  Insurance  Companies  is  proud  to  participate  in  "American  Playhouse."  Watch  for  it  on  PBS. 


CHUBB 


INTRODUCING  A  FULL-COLOR  COPIER 
SO  REVOLUTIONARY  IT'S  AFFORDABLE. 

The  new  Brother  CC5500  Full-Color  Copier  is  a  first.  And  so  is  its  extremely  affordable  price. 

The  Brother  Full-Color  Copier  is  a  totally  unique  system  that  utilizes  the  latest  Cycolor  technology  This  break- 
throush  means  you  set  copies  of  near-photographic  quality  that  compare  with  the  most  expensive  copiers. 

It  also  means  you  set  a  bis  break  in  price.  And  Brother's  advanced  technolosy  also  makes  it  highly  reliable  and 
practically  maintenance  free.  Its  one-pass  paper  path  means  fewer  operating  problems.  And  since  the  color  is  in 
the  paper,  you'll  never  have  to  change  chemicals,  ribbons 
or  toners  again. 

If  youd  like  to  see  this  revolutionary  copier  at  work,  or  if        ^^^ 
you  just  want  more  information,  call  us  at  the  number  below.     "^^ 

When  it  comes  to  quality  and  affordability  the  Brother  CC5500 
Full-Color  Copier  is  a  true  original.  A  _ pnn  C C 0_  A  OHf)      J 

Ext.  104 
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FOR  ABOUT 

$8,50Q 


We're  at  your  side. 


BROTHER  INDUSTRIES.  LTD   '. 


"Cycolor  is  a  registered  trademark  ol  Mead  Imaging,  a  subsidiary  ot  the  Mead  Corp  .  Dayton,  OH 


BROTHER  INTERNATIONAL  CORPORATION  U ! 
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lie  New  Jersey  Economic 
)evelopment  Authority 
as  invested  more  than  $7 
illion  in  New  Jersey 
ompanies  since  1974. 


arnegie  Center  Office 
ark-  Princeton 


sioner  Borden  Putnam  have  created 
the  type  of  favorable  climate  that  is  ex- 
tremely conducive  to  attracting  indus- 
try and  particularly  corporate 
headquarters  to  New  Jersey.  Because 
the  state  is  friendly  to  business,  major 
corporations  have  relocated  to  New 
Jersey  from  elsewhere  in  the  tri-state 
area,  other  parts  of  the  country  and 
even  from  overseas." 

Cullen  of  New  Jersey  Bell  adds,  "I 
think  setting  the  climate  and  the  tone 
and  identifying  the  problems  and  get- 
ting good  people  to  work  on  the  solu- 
tions are  the  sorts  of  things  that  he's 
done.  There  are  a  lot  of  specifics.  But 
Governor  Kean  nas  provided  the  intan- 
gibles that  make  a  difference  in  build- 
ing a  strong  economy.  And  I  think  that's 
a  significant  reason  why  the  economy 
of  New  Jersey  has  outpaced  the  na- 
tional economy  for  the  last  seven  or 
eight  years." 

Kean  has  sought  to  maintain  New 
Jersey's  cost  advantages.  There  have 
been  five  cuts  in  state  taxes  during  his 
two  terms.  To  maximize  the  use  made 
of  tax  revenues,  Governor  Kean  cre- 
ated the  Government  Management 
Improvement  Program,  funded  by  $2 
million  of  private-sector  money,  which 


it     -:-*.        --**- 


tapped  the  expertise  of  state  business 
leaders  to  increase  the  efficiency  of 
state  government.  The  result:  savings 
estimated  at  $100  million  every  year. 

While  holding  down  the  costs  of 
government,  New  Jersey  also  be- 
came one  of  the  first  states  to  negotiate 
a  formal  agreement  among  utilities 
and  regulators  to  promote  cogenera- 
tion  and  lower  utility  costs.  The  agree- 
ment spells  out  how  utilities  can  buy 
power  from  alternative  energy 
suppliers. 

Moreover,  the  New  Jersey  Eco- 
nomic Development  Authority  has  en- 
couraged investments  of  more  than  $7 
billion  in  New  Jersey  companies  since 
1974.  The  authority  has  sought  to  be  a 
catalyst  in  fostering  new  develop- 
ments. So  has  the  Local  Development 
Financing  Fund,  created  four  years 
ago  to  help  finance  economic  devel- 
opment in  "Urban  Aid"  cities. 

Kean  also  has  used  the  Urban 
Enterprise  Zone  concept  aggressively 
to  attract  businesses  to  areas  most  in 
need.  The  state  offers  a  number  of  tax 
advantages  to  businesses  which  lo- 
cate in  these  zones.  In  order  to  receive 
these  benefits,  however,  businesses  lo- 
cating operations  in  one  of  the  state's 
ten  enterprise  zones  may  choose  sev- 
eral options  including  hiring  25  per- 
cent of  new  employees  at  these 
operations  from  the  immediate  area; 
the  result  has  been  the  creation  of 
43,000  new  jobs  in  the  cities  involved 
in  this  program. 

To  help  New  Jersey  maintain  its 
economic  momentum,  the  state  com- 
merce department's  Division  of  Eco- 
nomic Development  has  become  one 
of  the  first  state  agencies  to  use  video- 
tapes as  an  economic  development 
tool.  To  create  the  tapes,  it  relied  on 
state-of-the-art  production  facilities  at 
NFL  Films  in  Mount  Laurel,  N.J. 

Attention  isn't  focused  just  on  big 
business.  The  state's  Office  of  Small 
Business  Assistance  and  the  New 
Jersey  Small  Business  Development 
Center  provide  workshops  to  help  train 
people  starting  or  operating  small 
businesses.  The  Governor's  Minority 
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The  focus  is  not  only  on 
bringing  in  business,  but 
also  on  keeping  those  that 
are  already  operating  in 
the  state. 


Business  Enterprise  Development 
Conference  attracts  hundreds  of 
people  each  year  and  fosters  growth  in 
this  segment  of  the  business  commu- 
nity. The  Kean  Administration  also  has 
devoted  a  great  deal  of  attention  to  at- 
tracting foreign  businesses.  (See  side- 
bar, page  35.) 

The  focus  is  not  only  on  bringing 
in  businesses,  but  also  on  keeping 
those  that  are  already  operating  in  the 
state.  The  state's  Business  Retention 
and  Expansion  Program,  run  by  the 
New  Jersey  Department  of  Com- 
merce, Energy  and  Economic  Devel- 
opment in  cooperation  with  New 
Jersey  Bell  and  Rutgers  University  in- 
terviews business  owners,  identifies 
problems  and  develops  solutions  with 
local  officials. 

SHORING  UP  THE  ECONOMY 

Much  of  what  the  Kean  Administration 
has  done  to  shore  up  the  state  econ- 
omy doesn't  have  anything  to  do  with 
economic  development  at  first  glance; 
yet  it's  clear  Governor  Kean's  leader- 
ship in  welfare  reform,  education,  and 
other  areas  has  helped  provide  a  cli- 
mate that  attracts  business  and  helps 
ensure  that  there  are  jobs  for  people 
and  people  for  jobs  as  the  state  econ- 
omy has  grown. 
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Office  Space  Along  Hudson 
River  Waterfront  (in  millions  of  sq.  feet) 
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Governor  Kean's  welfare  reforn 
measures  have  been  designed  t( 
break  the  cycle  of  poverty  in  whicf 
many  welfare  recipients  find  them 
selves.  Able-bodied  welfare  recipient: 
are  required  to  take  a  job  or  enroll  ir 
job  training  in  order  to  continue  receiv 
ing  their  benefits.  Those  that  take  ur. 
the  opportunities  offered  them  find 
variety  of  benefits  and  incentives,  fron 
child  care  to  transportation  costs. 

Education  has  been  a  major  con 
cern  of  Governor  Kean.  A  strong  bad 
is  no  longer  an  important  credential  it 
the  high  tech  and  service  industrie 
that  are  growing  in  New  Jersey.  To  heir, 
young  people  prepare  for  this  nev 
economy,  Governor  Kean  has  em 
phasized  improving  education.  (Se< 
page  34). 

The  results  of  the  Kean  Adminis 
tration's  efforts  are  evident  in  all  part: 
of  the  state.  Some  of  the  most  dramatic 
changes  are  in  northern  New  Jersey 
where  economic  development  i: 
transforming  the  west  side  of  th< 
Hudson  River  into  what  is  now  callec 
New  Jersey's  Gold  Coast. 

In  1984,  Governor  Kean  set  ur. 
the  Governor's  Waterfront  Develop 
ment  office  to  coordinate  all  develop 
ment  along  the  Hudson  River.  To  date 
it  has  been  remarkably  successful. 

Jersey  City  is  a  prime  example.  A 
the  beginning  of  this  century,  it  be 
came  a  haven  for  immigrants  lookinc 
for  more  space  at  attractive  prices 
After  a  long  decline,  it  is  once  agair 
a  haven,  this  time  for  young  urbar 
professionals,  who  are  looking  at  thei 
vision  of  attractive  space  at  attract 
ive  prices.  Now  there  is  a  Jersey  City 
redevelopment  area  running  for  abou 
two  miles  along  the  shore  and  eigh 
blocks  inland.  Within  it,  more  thar 
25,000  residences  and  22  millior 
square  feet  of  office  space  are  ex 
pected  to  be  built  in  the  next  15  years 
according  to  the  city's  Department  o 
Housing  and  Economic  Development 

Newport  Center,  the  biggest  o 
the  city's  waterfront  projects,  is  on  its 
way  to  becoming  a  planned  commu- 
nity containing  4.3  million  square  fee 
of  office  space  in  four  commercia 


ITT  DEFENSE 
Two  years  of  sales  on  order. 
Maintains  a  leadership  position 
in  important  defense  capabilities. 


ITT  AUTOMOTIVE 
An  innovator.  A  worldwide 
leader.  From  anti-lock  brakes 
with  traction  control  to 
car  seat  systems. 


ITT  RAYONTER 


Profits  and  exports  at  record 
levels.  Producers  of  pulp  prod- 
ucts for  use  in  everything  from 
film  to  eyeglasses. 


ITT  SHERATON' 
Highly  profitable.  Nearly  500 
hotels,  inns  and  resorts  in  65 
countries.  Service  is  priority. 
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ITT  HARTFORD 

A  strong  performer.  Contributed 
over  $400  million  to  operating 
income  in  1988.  


ITT  FINANCIAL 
A  leader  in  consumer  and  com- 
mercial lending,  with  nearly 
$8  billion  in  receivables. 


ITT  FLUID  TECHNOLOGY 
A  leading  producer  of  pumps, 
valves,  and  instruments.  Each 
day,  we  pump  more  water 
than  flows  over  Niagara  Falls. 


ITT  ELECTRONIC 


COMPONENTS 


The  finest  quality  built  into  semi- 
conductors and  electronic  con- 
nectors. Sales  again  top  $1  billion 
this  year. 


ITT  COMMUNICATION  AND 
INFORMATION  SERVICES' 
A  leader  in  technical  educa- 
tion, and  internationally  in 
"Yellow  Pages"  directories. 


ALCATEL  N.V. 

World's  largest  telecommunica- 
tions manufacturing  company. 
37%  owned  by  ITT.  A  sound 
investment. 


You're  looking  at  the  ITT  of  today.  Streamlined.  Successful.  A 
multi-faceted  company  composed  of  high  technology  product  and  service 
businesses.  Our  challenge  was  to  build  these  businesses  into  leaders.  Today, 
each  one  is  a  leader  in  its  field.  And  the  challenge  will  continue  to  be  met. 
For  a  copy  of  our  1988  annual  report,  write  to:  ITT  Corporate  Relations 
Department,  320  Park  Avenue,  New  York,  New  York  10022. 

©  1989  ITT  Corporation. 


Building  businesses 
into  leaders 
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In  1984,  Governor  Kean  set 
up  the  Governor's  Water- 
front Development  office  to 
coordinate  all  development 
along  the  Hudson  River.  To 
date,  it  has  been  remarkably 
successful. 


Harborside  Financial  Center, 
Jersey  City 


buildings,  plus  9,000  apartments  and 
1,200  hotel  rooms.  This  $10  billion  de- 
velopment already  has  a  1.2  million 
square  foot  shopping  mall,  and  last 
summer  ground  was  broken  for  a  37- 
story  office  building  that  will  be  the 
centerpiece  of  the  commercial 
development. 

At  nearby  Port  Liberte,  there  are 
plans  for  2,280  housing  units  in  the 
next  five  years.  The  first  37  town- 
houses  and  325  apartments  will  be  fin- 
ished by  the  end  of  this  year,  and 
prices  will  range  from  $200,000  to  $1 
million.  The  development  is  near  Lib- 
erty State  Park,  a  major  urban  park 
that  has  been  developed  in  recent 
years.  At  Harborside,  work  is  proceed- 
ing on  a  redevelopment  project  that  will 
create  four  million  square  feet  of  office 
space,  650  residential  units,  165,000 
square  feet  of  retail  space,  plus  a  hotel, 
a  marina  and  a  two-and-one-half-acre 
park. 

All  along  the  Hudson's  west  bank, 
the  story  is  the  same.  The  name  Hobo- 
ken  used  to  evoke  laughs,  but  those 
who  bought  brownstones  a  few  years 
ago  are  laughing  all  the  way  to  the 
bank.  In  Weehawken,  245  condomin- 
ium apartments  are  being  built  in  two 


elongated  five-story  buildings  on  a  pie 
jutting  1,000  feet  into  the  Hudson  Rive 
The  $30  million,  two-year  project  is  th 
residential  component  of  Lincol 
Harbor,  a  2  million-square-foc 
commercial  development  that  Hart 
Mountain  Industries  of  Secaucus  i 
building  on  65  adjacent  acres.  Lincol 
Harbor  already  contains  two  other  pie 
projects:  a  150,000-square-foot  ware 
house  that  was  converted  into  office 
and  a  21 ,000-square-foot  restaurant. 

The  changing  use  of  the  piers 
symbolic  of  the  transformation  of  th 
state— no  longer  used  for  shipping 
the  piers  are  providing  office  space  fc 
new  service  industries  and  good  view 
for  the  increasingly  affluent  residents. 

Moving  inland  a  bit,  there's  th 
Meadowlands:  The  area  is  becomin 
a  significant  business  center  as  well  a 
the  site  of  major  league  football,  racin 
and  entertainment.  Hartz  Mountai 
Industries'  Harmon  Meadow  is  a  50C 
acre  development  that  is  continuing  t 
transform  this  former  swampland  int 
a  focal  point  for  commerce  as  well  a 
recreation.  It  was  Governor  Kean  wh 
helped  lead  the  fight  to  bring  to  th 
Meadowlands  such  attractions  as  th 
Jets  football  team  and  the  Hambi 
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1988:  The  Sharp 

brand  outsold  all  other  fax 
machines— again.  Sharp 
machines  offer  the 
features— auto-dial,  auto- 
feed,  auto-cutter,  send-later 
and  sixteen-shade  halftone 
transmission— that  every 
business  wants  at  a  price  they 
can  afford.  To  learn  more,  call 
1-800-BE-SHARP 
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IW89  Sharp  Electronics  Corp. 
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tonian,  a  major  event  of  the  racing 
season. 

It's  hard  to  miss  the  concentration 
of  new  high-rise  developments  on  the 
Hudson  shores.  In  the  middle  of  the 
state,  growth  is  also  strong;  it's  just  less 
concentrated.  However,  along  all  of  the 
important  transportation  corridors, 
corporate  offices  and  research  facili- 


The  Meadowlands  is  becom- 
ing a  significant  business 
center  as  well  as  the  site  of 
major  league  football, 
racing  and  entertainment. 


The  Meadowlands  Sports 
Complex,  which  includes 
Giant  Stadium  and  the 
Brendan  Byrne  Arena. 


ties  are  growing  in  size  and  numbei 
Part  of  the  appeal  is  the  intellectual  re 
sources  and  the  lifestyle  offered  b>| 
Princeton-the  university  and  the  towi 

This  year,  Squibb  Corp.  opened ; 
37600-square-foot  cancer-researcli 
complex  in  Plainsboro.  Squibb  alsJ 
has  been  building  a  $215  million  officii 
complex  at  the  Princeton  Forrestcl 
Center,  scheduled  for  completion  ill 
1991.  The  research  facility,  calleJ 
Forrestal  Greens  Laboratory,  is  one  cl 
more  than  500  R&D  facilities  in  th<i 
state.  In  fact,  New  Jersey  accounts  fol 
1 1  °/o  of  the  nation's  R&D  spending. 

There  are  an  estimated  135,00(1 
R&D  employees  in  the  state,  and  Nevl 
Jersey  ranks  third  in  the  nation  in  th<| 
number  of  patents  granted  to  its  resl 
dents.  Two  of  those  residents,  a  Ml 
Edison  and  a  Dr.  Einstein,  becamJ 
particularly  well  known,  but  a  greal 
deal  of  other  important  research  stil 
goes  on. 

An  assortment  of  R&D  and  head 
quarters  facilities  fan  out  along  all  o 
central  New  Jersey's  principal  trans 
portation  corridors,  including  Route 
206  and  the  Route  1  corridor  frorr 
New  Brunswick  to  Princeton.  To  ac 
commodate  the  continuing  demanc 
for  more  space,  earlier  this  yeai 
DKM  Properties  Corp.  announcec 
plans  to  construct  ten  office  and  re 
search  buildings  on  52  acres  in  Soutl 
Brunswick,  N.J. 

"New  Jersey  has  created  a  corri 
dor  along  Route  1  dedicated  to  21s 
century  science,  from  pharmacy  t( 
fusion,"  says  Joseph  D.  Williams,  chair 
man  of  Warner-Lambert. 

This  critical  mass  of  research  skill: 
is  being  fostered  by  the  Kean  Admmis 
tration's  efforts  to  build  a  network  o 
high  tech  centers  across  the  state1 
These  eleven  centers,  located  on  o 
near  the  state's  universities,  are  reposi 
tories  for  a  variety  of  expertise,  exper 
tise  that  is  constantly  creating  spinoff: 
inthe  form  of  new  businesses  and  nev  j 
jobs  as  well  as  new  ideas.  Warner  j 
Lambert's  Williams  says,  "The  stat<| 
has  seen  that  its  future  is  inextricably  j 
linked  with  technology,  and  it  has  don(  ( 
something  about  it." 


"Hisvision  and  the  policies  and  programs  that  flowed  from  it 

have  made  NewJersey  a  model 
for  economic  development  and  progress  in  the  Northeast? 


William  A.  Schreyer,  Chairman,  Merrill  Lynch  &  Co.,  Inc. 
November  24, 1986  Dedication  Ceremony  at  Plainsboro,  NJ 


When  Governor  Thomas  H. 
Kean  leaves  office  on  January  16, 
1990,  he  leaves  a  legacy  of  growth. 
His  policies  and  programs  have 
served  New  Jersey  exceptionally 


well,  as  our  firm's  growth  in  the 
state  attests. 

In  1984,  Merrill  Lynch  opened  a 
training  center  in  Plainsboro.  In  a 
few  short  years,  this  facility  has 
grown  into  the  headquarters  for  the 
Consumer  Markets  Division  of 
Merrill  Lynch.  We  also  have  facili- 
ties in  many  other  communities 
throughout  the  state,  including  25 
branch  offices  to  serve  our  New 
Jersey  clients.  Today,  over  5,000  of 
our  employees  live  and  work  in 
New  Jersey. 


£1989  Merrill  Lynch  &  Co..  Inc. 


Together  with  our  New  York 
headquarters,  New  Jersey  has 
become  a  vital  part  of  our  regional 
presence  in  the  Northeast.  On 
behalf  of  the  employees,  share- 
holders and  clients  of  Merrill 
Lynch,  we  send  a  message  of 
thanks  to  Governor  Kean,  and  a 
wish  of  continued  prosperity  to 
New  Jersey. 


Merrill  Lynch 

A  tradition  of  trust. 


TheMorelM 


At  first  glance,  the  new 
Subani  legacy  wagon  looks 
like  a  rather  large,  rather  luxu- 
rious station  wagon. 

Whieh  is  exactly  what  it  is. 

But  get  behind  the  wheel 
and  all  resemblance  to  other 
vvagi  his  disappears. 

Tiie  moment  you  step  on 

•    of  America.  Inc.  19t&     ' 


the  gas,  you'll  feel  acceleration 
that  wilf  make  vou  think  vou're 
driving  something  more  like  a 
performance  car.  Thanks  to  the 
Legacy  Wagon's  incredibly 
advanced  16- valve  horizontally 
opposed  aluminum  engine. 
Designed  for  maximum  perfor- 
mance and  power,  it's  a  design 


used  by  only  two  other  car 
makers:  Ferrari  and  Porsche. 
When  you  round  your 
first  curve,  you'll  experience  th< 
effect  of  its  high-stability  inde- 
pendent suspension.  Climb 
your  first  hill  and  you'll  sense 
the  efficiency  of  its  electronic 
automatic  transmission.  Bring 


-*« 


iveltTheLess 


he  Legacy  to  a  stop,  and  its 
computerized  4  wheel  disc 
crakes  will  make  the  notion 
hat  you're  in  a  wagon  fade 
iirther  from  memory. 

Should  you  experience  its 
Optional  road  holding  comput- 
erized 4  wheel  drive  system 
n  bad  weather,  you'll  surely 


stop  comparing  the  Legacy  to 
a  wagon. 

And  when  you  see  how 
much  cargo  space  the  Legacy 
offers,  you'll  realize  the  differ- 
ence  between  a  Legacy  and 
other  wagons  is  a  big  one. 
Literally. 

In  fact,  the  only  thing 


n. 


about  the  Legacy 
wagon  that  looks 
anything  like  ordinary 
wagons  is  the  sticker  price. 

SubaruLegacy 

WeBuilt  OwRgputafim 
ByBuMng Abetter Car. 
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PEOPLE 
MAKE  A  DIFFERENCE 

A  Salute  to  Governor  Tom  Kean, 
the  People  of  New  Jersey,  and  the  People  of  ADP. 


In  government  and  business,  people  do  make  a  difference. 
During  his  eight  years  in  office,  Governor  Tom  Kean 
inspired  the  people  of  New  Jersey  and  created  a  climate  of 
confidence.  And  during  the  past  forty  years,  ADP's  found- 
ers and  many  associates  have  teamed  up  to  create  a  business 
with  an  unmatched  record  of  growth  and  quality  service. 

At  ADP,  we're  strong  believers  in  the  power  of  people  to 
make  a  difference.  Each  day,  the  people  of  ADP  do  just 
that  by  providing  a  broad  range  of  computerized  transac- 
tion processing  and  information  services  to  our  more  than 
200,000  clients. 

Together  our  20,000  associates  represent  the  very  es- 
sence of  a  successful,  client-conscious  service  organization. 

We're  proud  to  say  we  were  born  in  New  Jersey.  Since 
then  we've  become  a  nation-wide,  publicly-owned  company 
with  28  consecutive  years  of  earnings  growth. 

At  ADP,  we  feel  that  we  make  a  difference-because  our 
people  do. 


5^ 


People  Make  A  Service  Business  Successful. 


REVITALIZING  ATLANTIC  CITY 

Meanwhile  in  the  southernmost  parts 
of  the  state,  as  in  the  north,  the  skylinei 
is  being  transformed  radically.  But  ir 
Atlantic  City,  the  new  structures  aren' 
staid  office  buildings  and  high-rise 
apartment  houses,  but  rather  hotel, 
casinos.  Casino  gambling  has  trans 
formed  Atlantic  City  into  the  nation's 
top  tourist  draw-it  attracted  33.1  mil; 
lion  visitors  last  year  and  generated 
revenues  of  $2.7  billion.  And  the  ole 
Atlantic  City  Boardwalk  is  now  a  festi 
val  of  neon-lit  opulence. 


*!--  ■ 


It  is  also  a  unique  exercise  in  ecc 
nomic  revitalization.  A  dozen  year 
ago,  Atlantic  City  seemed  trapped  in 
precipitous  decline.  Once-posh  hotel 
were  crumbling,  unemployment  ha< 
soared  and  middle-class  resident 
were  fleeing  the  city.  In  1977,  the  stat 
legislature  approved  casino  gamblim 
specifically  to  revitalize  the  city.  Th 
Casino  Control  Act  called  legalize 
gambling  "a  unique  tool  of  urba 
redevelopment"  and  required  casino 
to  set  aside  money  for  urban  renewal 

Since  the  first  casino  opened  i 
1978,  gaming  revenues  have  grow 
rapidly,  and  sizable  portions  of  the  tak 
have  flowed  to  government  treasuries 
Casinos  now  pay  62%  of  Atlantic  City 
$110  million  budget,  and  they  hav 
paid  the  state  more  than  $1  billion  i 
taxes.  Moreover,  the  Casino  Remves 
ment  Development  Authority,  create 
by  the  Kean  Administration  in  1986 
has  invested  $148  million  in  six  majc 
urban  renewal  projects  in  Atlantic  Cit 
The  CRDA  is  financed  by  funds  fror 
the  casinos. 


_ 


It's  a  powerful  force. 
The  kind  it  takes  to  bring 
about  fundamental  change 
in  a  neighborhood,  a  whole 
city  or  throughout  the  state. 


Momentum. 


And  it 

begins  with  ideas  and  people 
who  aren't  afraid  to  push. 
And  to  keep  pushing  until 
the  job  is  done. 


A  Bell  Atlantic  Company 

New  Jersey  Bell 

Were  More  Than  Just  TallC 
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Gambling  has  been  a  complex 
and  controversial  urban  renewal  tool. 
Many  argue  that  it  has  done  more  for 
outlying  Atlantic  County  than  it  has  for 
the  areas  within  three  blocks  of  the 
boardwalk.  To  some  that's  the  only  way 
it  could  have  worked:  More  than 
40,000  jobs  have  been  generated  at 
casinos,  but  many  have  been  filled  by 
those  who  migrated  to  the  area  seek- 
ing a  suburban  lifestyle  that  could  not 
be  obtained  within  Atlantic  City  itself. 
Others  suggest  that  gains  have  by- 
passed the  city  because  the  prospect 
of  gambling  whipped  up  a  land  specu- 
lation frenzy  that  drove  some  busi- 
nesses and  residents  out  of  the  city. 

Casino  gambling  has 
transformed  Atlantic  City  into 
the  nation's  top  tourist  draw 
and  generated  revenues  of 
$2.7  billion. 


But  it  may  well  be  too  soon  to 
judge  Atlantic  City,  because  this  resort 
is  still  a  work  in  progress.  Its  dozen  ca- 
sinos will  be  joined  by  another  next 
spring-Donald  Trump's  Taj  Mahal.  The 
vast,  onion-domed  gaming  palace  will 
add  20%  more  tables  and  slot  ma- 
chines to  the  market.  When  the  Taj  Ma- 
hal becomes  the  Trump  organization's 
third  casino,  the  group  will  own  nearly 
one-third  of  the  gambling  capacity, 
and  it  will  also  control  40%  of  the 
boardwalk's  hotel  rooms,  which  re- 
flects the  strategy  that  Trump  and  other 
casino  operators  are  pursuing.  Their 
goal  is  to  attract  more  overnight  visitors 
from  beyond  the  100-mile  radius  from 
which  most  current  visitors  are  drawn. 

The  elements  to  achieve  that  are 
falling  into  place:  a  new  railroad  spur, 
which  opened  last  summer,  links 
Atlantic  City  by  rail  to  the  populous 
Boston-New  York-Philadelphia- 


Washington  corridor.  Atlantic  City  i 
looking  forward  to  scheduled  air  set 
vice,  and  there  are  plans  for  a  nev 
convention  center  as  well  as  new  hot* 
rooms. 

The  strategy  is  the  same  one  the 
Las  Vegas  has  successfully  pursuec 
Build  on  the  existing  base  of  hotels  an. 
casinos  to  create  a  critical  mass  of  a 
tractions  and  accommodations  an 
become  what  the  travel  industry  calli 
"a  destination  resort."  The  goal  is  t 
widen  Atlantic  City's  appeal  beyon 
gamblers  to  include  more  families  an 
conventioners  seeking  a  few  days  c 
R&R,  which  may  or  may  not  includ 
gambling. 

One  way  or  another,  that  exter 
sion  is  bound  to  provide  economi 
benefits  for  the  area.  The  only  questio 
is  how  fast  and  how  much  of  that  ben(j 
fit  falls  on  Atlantic  City  as  opposed  t 
the  rest  of  South  Jersey. 

(continued  on  page  4 j 


On  bearing  fruit 
in  the  Garden  State. 


"The  CIT  Group  is  committed  to  promoting 
the  growth  of  people  and  business  here 
in  New  Jersey.  We  want  to  make  this  state 
an  even  better  place  to  live  and  work." 

—Albert  R.  Gamper,  Jr. 
Chairman  and  CEO,  The  CIT  Group 

While  The  CIT  Group  has  been  enjoying  considerable 
growth  over  the  last  five  years,  the  state  of  New  Jersey  has 
flourished  too. 

The  CIT  Group,  a  Livingston,  New  Jersey-based  nation- 
wide commercial  financing  source  for  businesses,  recognizes 
that  the  state's  health  and  the  health  of  the  state's  businesses 
are  inseparable.  And  that  a  quality  education  is  essential 
to  cultivating  a  competitive  work  force  for  tomorrow. 

A  company  of  Manufacturers  Hanover  Corporation, 
The  CIT  Group  supports  the  progress  of  New  Jersey  and 
remains  committed  to  furthering 
its  future  growth. 


. 
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We're  around  the  corner  and  around  the  world. 

For  92  years  we  have  served  our  clients,  expanding  our  capability  to  meet  growing 
business  needs.  Today  we  are  a  global  organization  with  650  offices  in  1 15  countries- 
and  1 .500  of  our  20,000  US.  partners  and  staff  are  in  New  Jersey  to  serve  you. 


KPMG  Peat  Marwick 


Short  Hills 

150  John  F.  Kennedy  Parkway 

Short  Hills.  NJ  07078 

201  467-9650 


Princeton 

Princeton  Pike  Corporate  Center 
993  Lenox  Drive 
Lawrenceville.  NJ  08648 
609-896-2100 


Montvale 

Three  Chestnut  Ridge  Road 
Montvale.  NJ  07645 
201-307-7000 
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Our  Credo 

We  believe  our  first  responsibility  is  to  the  doctors,  nurses  and  patients, 

to  mothers  and  fathers  and  all  others  who  use  our  products  and  services. 

In  meeting  their  needs  everything  we  do  must  be  of  high  quality. 

We  must  constantly  strive  to  reduce  our  costs 

in  order  to  maintain  reasonable  prices. 

Customers'  orders  must  be  serviced  promptly  and  accurately. 

Our  suppliers  and  distributors  must  have  an  opportunity 

to  make  a  fair  profit. 

We  are  responsible  to  our  employees, 

the  men  and  women  who  work  with  us  throughout  the  world. 

Everyone  must  be  considered  as  an  individual. 

We  must  respect  their  dignity  and  recognize  their  merit. 

They  must  have  a  sense  of  security  in  their  jobs. 

Compensation  must  be  fair  and  adequate, 

and  working  conditions  clean,  orderly  and  safe. 

We  must  be  mindful  of  ways  to  help  our  employees  fulfill 

their  family  responsibilities. 

Employees  must  feel  free  to  make  suggestions  and  complaints. 

There  must  be  equal  opportunity  for  employment,  development 

and  advancement  for  those  qualified. 

We  must  provide  competent  management, 

and  their  actions  must  be  just  and  ethical. 

We  are  responsible  to  the  communities  in  which  we  live  and  work 

and  to  the  world  community  as  well. 

We  must  be  good  citizens  —  support  good  works  and  charities 

and  bear  our  fair  share  of  taxes. 

We  must  encourage  civic  improvements  and  better  health  and  education. 

We  must  maintain  in  good  order 

the  property  we  are  privileged  to  use, 

protecting  the  environment  and  natural  resources. 

Our  final  responsibility  is  to  our  stockholders. 
Business  must  make  a  sound  profit. 
We  must  experiment  with  new  ideas. 
-     Research  must  be  carried  on,  innovative  programs  developed 

and  mistakes  paid  for. 

New  equipment  must  be  purchased,  new  facilities  provided 

and  new  products  launched. 

Reserves  must  be  created  to  provide  for  adverse  times. 

When  we  operate  according  to  these  principles, 

the  stockholders  should  realize  a  fair  return. 


(Ww/JrCVl  <*Ut>Vl/mcU 
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Mercedes  SL 


You'll  save  enough  with  Philips  SL  to  buy 
an  SL  from  a  different  manufacturer. 


Philips  SL*  Lamps  can  save  you  a  carload 
of  money.  Let's  say  you  have  a  500 
room  hotel.  If  you  put  SL*  Lamps  in 
your  corridors  alone,  you'll  save 
$66,000  over  the  life  of  the  lamps. 

That's  because  an  SL*  can 
reduce  energy  costs  by  an  amazing 
76%  compared  to  incandescents. 
Also,  they  last  up  to  13  times  longer 
than  incandescents,  so  you'll  save 
even  more  on  maintenance  costs. 


« 


Philips  SL* 


There  are  SL*  Lamps  for  general  lighting, 
high-hat  downlighting,  decorative  lighting  and  a 
brand  new  one  for  low  lumen  areas.  Each  fits 
right  into  an  ordinary  incandescent  socket  and 
produces  the  same  warm  light. 

To  find  out  more  about  Philips  incredibly 
efficient  SL*,  call  1  800-631-1259  and  talk  to  our 
Lighting  Team.  Then  you  can  start  picking 
out  the  color  of  your  other  SL. 

Leading  New  Jersey  to  a  Brighter  Future. 


Philips  Lighting 


PHILIP 
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IDMKEAN: 
[HE  EDUCATION 
GOVERNOR 

Throughout  his  two  terms  in 
office,  Governor  Tom  Kean 
has  spearheaded  the  drive  for 
xjucationai  reform  in  New  Jersey.  He 
called  a  special  session  of  the  Legis- 
ature  in  September  1983  to  focus  on 
iducation.  At  that  time,  the  governor 
aid,  "At  times  in  our  nation's  history, 
>ne  issue  becomes  so  urgent  that  we 
^nore  it  at  our  peril.  Today,  that  issue  is 
iducation."  Since  then,  the  governor 
las  worked  closely  with  the  state  legis- 
ature  and  local  school  districts  to  adopt 
ind  implement  nearly  three  dozen  sig- 
lificant  educational  reform  measures. 
Under  Tom  Kean's  leadership, 
tew  statewide  standards  have  been 
ieveloped  for  assessing  pupils— and 

Ichools.  Students  must  now  pass  a 
iigh  school  proficiency  test,  and 
chools  are  graded  on  how  well  they 
sach  students.  Last  January,  Gover- 
nor Kean  signed  landmark  legislation 
'  living  the  state  authority  to  intervene  in 
>cal  school  districts  which  repeatedly 
ail  to  educate  students. 

Governor  Kean  believes  teachers 
re  the  key  to  quality  education.  Teach- 
rs'  salaries  have  been  raised  and  the 
tate  has  created  an  Alternative  Route 
'rogram  to  enable  people  from  other 
■rofessions  to  become  certified  as 
?achers.  Last  year  the  Record  ofHack- 
nsack  said,  "Breaking  the  monopoly 
f  the  teacher-training  establishment  is 
ne  of  the  smartest  things  New  Jersey 
ver  did."  Governor  Kean  also  helped 
iunch  the  state's  Academy  for  the  Ad- 
ancement  of  Teaching  and  Manage- 
lent,  which  enables  teachers  and 
dministrators  to' share  ideas  and  im- 
rove  their  skills. 

Theschoolscan'tdoitall;theKean 
|,dministration  has  sought  to  involve 
Harents  more  deeply  in  education 
Pirough  the  Partners  in  Learning  Pro- 
ram.  The  business  community  also 
■  as  become  more  closely  linked  to  the 
:ates  educational  system. 


The  reforms  have  been  accompa- 
nied by  financing.  In  1981,  New  Jersey 
stood  fourth  in  the  nation  in  spending 
per  student.  Today,  New  Jersey  stu- 
dents have  more  money  behind  them 
than  any  other  students  in  the  continen- 
tal U.S. 

Education  reform  is  a  long  term  ef- 
fort, but  there  are  already  signs  of  im- 
provement. Passing  rates  for  the  High 
School  Proficiency  Test,  instituted  by 
Governor  Kean  in  1984,  have  gone  up 
47  percent  in  reading  and  a  whopping 
64  percent  in  math  over  the  past  five 
years,  even  as  the  test  has  become  in- 
creasingly harder.  SAT  scores  in  New 
Jersey  have  improved  24  points  since 
1982,  more  than  double  the  national 
rise  of  11  points. 

To  improve  higher  education  in  his 
state,  Governor  Kean  has  instituted  a 
challenge  grant  system  that  rewards 
colleges  and  universities  for  innovative 
programs.  He  gave  state  schools  un- 


precedented autonomy  in  controlling 
their  own  spending  practices.  Under 
Kean's  leadership,  New  Jersey  has 
gained  national  attention  with  its  pre- 
college  academic  program,  as  well  as 
its  efforts  to  attract  minorities  to  aca- 
demic careers. 

Governor  Kean's  influence  on  ed- 
ucation has  not  stopped  at  his  state's 
borders.  As  chairman  of  the  Education 
Commission  of  the  States,  he  headed 
an  important  study  on  undergraduate 
education.  Kean  was  a  member  of  the 
Carnegie  Task  Force  on  Teaching  as  a 
Profession,  which  produced  the  land- 
mark report  A  Nation  Prepared  on  the 
status  of  the  teaching  profession.  Kean 
also  recently  co-chaired  the  National 
Governors'  Association  Task  Force  on 
International  Education,  and  is  a  mem- 
ber of  the  National  Board  for  Profes- 
sional Teaching  Standards.  In  short, 
Tom  Kean  has  earned  his  reputation  as 
"the  education  governor."  ■ 
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NEW  JERSEY:  AT  THE 
CROSSROADS  OF  THE 
GLOBAL  ECONOMY. 

Some  New  Jersey  residents  still 
regard  a  trip  into  "the  city"  of 
New  York  as  an  exotic  adven- 
ture. So,  it  was  a  bit  of  a  surprise  when 
Governor  Kean  made  international 
trade  and  investment  a  major  priority. 
Over  the  last  eight  years,  the  state  has 
become  a  major  international  business 
center.  Today,  New  Jersey  has  a  higher 
proportion  of  its  labor  force  employed 
by  foreign-owned  companies  than  any 
other  major  industrial  state.  Some  5% 
of  the  work  force— an  estimated 
175,000  people— now  toil  for  more 
than  1 ,200  New  Jersey  firms  whose  ul- 
timate owners  are  abroad. 

While  that  doesn't  exactly  mean 
New  Jersey  residents  must  enroll  in 
Berlitz  to  get  a  job.  it  reflects  the  strong 
vote  of  confidence  that  foreign 
companies  have  placed  in  New  Jersey 
Moreover,  this  base  of  foreign  invest- 
ment gives  New  Jersey  a  major  ad- 
vantage in  attracting  other  foreign 
companies  that  are  destined  to  estab- 
lish U.S.  operations  as  part  of  the  grow- 
ing globalization  of  economic  life. 


New  Jersey's  appeal  to  foreign 
firms  is  similar  to  its  attraction  for  do- 
mestic industries:  the  right  configura- 
tion of  costs  and  benefits,  combined 
with  easy  access  to  markets  and  a 
state  government  that  works  hard  to 
smooth  the  way.  "The  personal  assist- 
ance offered  to  us  by  the  Governor's 
office  of  International  Trade  was  inval- 
uable," says  II  Tae  Kim.  President  of 
Samsung  Electronics  of  America,  Inc., 
a  South  Korean  company  which  man- 
ufactures color  television  sets  in  New 
Jersey  and  distributes  its  numerous 
other  products  from  a  New  Jersey 
base. 

Sharp  Electronics  Corp.  of 
Mahwah,  N.J.  was  the  first  Japanese 
company  to  set  up  a  corporate  head- 
quarters in  New  Jersey,  and  Daniel  J. 
Infant  director  of  corporate  communi- 
cations and  marketing,  says.  "For  for- 
eign firms,  New  Jersey  offers  ideal 
location  and  access.  We  have  good 
proximity  to  major  seaports  and  air- 
ports, which  are  critical  when  import- 
ing or  exporting  products  are  vital 
elements  to  your  business."  He  adds, 
"Since  distribution  within  the  U.S.  is  so 
critical,  we  have  outstanding  access  to 
major  highways  in  New  Jersey  leading 
to  all  key  regions  of  the  country.  Also. 


Foreign  Investment  in  New  Jersey 
Plant,  Property  and  Equipment* 


Netherlands 

9% 


Japan 


since  New  Jersey  is  very  symbolic  of ; 
true  melting  pot,  our  foreign  employ 
ees  who  are  on  assignment  here  fee 
very  comfortable  and  at  home."  RT 
Gilmore,  executive  vice  president  o 
Brother  International  Corp.,  a  Japa 
nese  company  whose  U.S.  headquar 
ters  is  in  Somerset,  New  Jersey  adds 
"The  fact  that  this  area  is  equa 
distance  from  two  major  East  Coas 
markets— New  York  and  Philadelphia- 
is  icing  added  to  the  cake." 

PHARMACEUTICALS 
COME  FIRST 

The  first  group  of  foreign  investors  if 
New  Jersey,  and  still  the  biggest,  arc 
the  pharmaceutical  companies.  The 
U.S.  competitors— Merck,  Squibb 
Schering-Plough,  Johnson  &  Johnsor 
and  Warner-Lambert— have  all  beer 
based  in  New  Jersey.  That's  one  rea 
son  their  foreign  competitors  chose  tc 
set  up  shop  nearby,  and  the  foreigr 
firms  have  prospered.  Hoffmann 


■ 


Examples  of  Governor  Kean's 
serious  commitment  to 
international  trade  include  the 
Bank  of  Tokyo's  expansion  into 
Jersey  City,  and  co-sponsorship 
of  "China  Expo  88-Zhejiang 


, 


le  SAMSUNG  GROUP  salutes  Governor  Thomas  H.  Kean  and  the 

ate  of  New  Jersey  for  the  power  and  the  flexibility  that  have  helped  us  to  succeed. 


ITS  ONLY  THE  BEGINNING. 
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LaRoche,  a  Swiss-owned  pharmaceu- 
tical company,  nas  become  the  state's 
largest  foreign  employer,  with  8,000 
people  on  its  payroll  within  the  state. 
Ciba-Geigy,  Beecham  and  other  for- 
eign firms  also  have  big  installations  in 
New  Jersey. 

The  second  biggest  concentra- 
tion of  foreign  investment  is  in  electron- 
ics and  telecommunications.  These 
companies  often  were  drawn  by  the 
state's  unparalleled  research  and  de- 
velopment and  manufacturing  infra- 
structure in  electronics.  After  all,  for 
years,  New  Jersey  has  been  home  to 
many  headquarters  activities  of  AT&T, 
as  well  as  both  the  Bell  Labs  and  the 
SRI  Sarnoff  Research  Center,  which 
developed  many  innovations  for  RCA. 
The  state's  second  biggest  foreign- 
owned  business  is  North  American 
Philips.  This  subsidiary  of  the  Dutch 
electronics  giant.  Philips  NV,  is  best 
known  to  most  Americans  for  its 
Norelco  products,  but  its  Philips 
Lighting  group  is  also  a  major  pro- 
ducer of  lighting  products. 

The  electronics  firms  with  signifi- 
cant activities  in  the  state  include 
Sony,  Casio,  Toshiba,  Minolta,  Siemens, 
and  many  others.  There  are  so  many, 
in  fact,  that  II  Tae  Kim  of  Samsung 


Electronics  America  says,  "New 
Jersey  is  the  capital  of  our  industry- 
consumer  electronics.  Almost  all  of  our 
competitors'  headquarters  are  located 
here.  It  was  logical  for  us  to  locate  in 
the  'capital.' " 

In  addition  to  these  companies, 
other  long-time  foreign  firms  with 
big  operations  in  New  Jersey  in- 
clude BASF,  Hoechst  Celanese  and 
Unilever.  Such  food  companies  as 
Buitoni,  Lipton,  Keebler  and  Nestle 
also  have  major  operations  in  the  state. 
According  to  the  state  Office  of  Eco- 
nomic Research,  12.3%  of  the  state's 
manufacturing  employees  work  for 
foreign-owned  firms. 

In  recent  years,  the  manufactur- 
ing companies  have  been  joined  by 
a  broad  range  of  new  foreign  firms 
involved  in  services  and  distribution. 
One  area  of  major  growth  has  been 
foreign  financial  services  firms.  They 
have  entered  New  Jersey  in  different 
ways.  National  Westminster  Bank,  one 
of  the  largest  banks  in  the  United 
Kingdom,  chose  to  expand  dramati- 
cally in  New  Jersey  by  acquiring  First 
Jersey,  making  it  the  state's  fourth- 
largest  bank,  with  a  statewide  network 
of  branches  and  customers. 

Other  financial  institutions  have 
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shifted  their  financial  processing  ac 
vities  to  New  Jersey,  taking  advantac 
of  the  lower  costs  available  by  movin 
across  the  river  from  Wall  Street.  Th 
Bank  of  Tokyo,  for  example,  decide 
to  move  400  back-office  jobs  to  th 
Harborside  Financial  Center  on  th 
Jersey  City  waterfront. 

A  BASE  FOR  DISTRIBUTION 

New  Jersey  also  has  demonstrated 
strong  appeal  for  the  distribution  arrr 
of  many  foreign  firms.  It  is  not  on 
close  to  major  metropolitan  markets, 
also  offers  unequalled  opportunity 
for  transhipping.  The  two  ends  of  tr 
state  offer  two  of  the  biggest  ports  c 
the  East  Coast— the  Port  of  New  Yo 
and  New  Jersey  and  the  135-mile-lor 
Delaware  River  Port.  Meanwhile,  th 
state  is  served  by  both  the  intersta 
highway  system  and  a  dense  netwo 
of  railroad  lines.  This  combines' 
make  the  state  a  natural  U.S.  ent 
point  for  European  goods.  Meanwhil 
a  New  Jersey  location  permits  proxir 
ity  to  financial  and  advertising  expc- 
tise  in  New  York  City  and  regulators 
Washington. 

Thus,  it's  not  surprising  that 
many  foreign  firms  run  their  U.S.  ope 
ations  from  New  Jersey.  These  indue 
such  automakers  as  Subaru,  BM\ 
Mercedes-Benz,  Jaguar  and  Volv 
The  activities  of  some  of  these  firms  a 
facilitated  by  Port  Jersey,  the  new  $' 
million  auto-marine  terminal  that  b 
came  operational  last  summer.  Eve 
tually  it  will  handle  75%  of  the  40O0( 
cars  imported  annually  through  tl 
Port  of  New  York  and  New  Jersey. 

While  there  are  a  multitude  of  fc 
eign  firms  operating  in  New  Jerse 
one  thing  they  seem  to  have  in  cor 
mon  is  a  fondness  for  their  new  horn 
According  to  a  survey  conducted 
KPMG  Peat  Marwick  in  conjunctic 
with  the  state  commerce  departmen 
Division  of  International  Trade,  half 
the  145  firms  responding  to  the  survi 
plan  to  expand  or  upgrade  their  fac 
ties  in  the  state  within  the  next  fh 
years. 


-Barbara  Chanirmcy 


It  may  seem  like  a  business  paradox,  but  sometimes  less  is  more. 

At  least  when  it  comes  to  adding  paper  and  toner  to  the  new  Minolta  EP  8600 
l-volume  copier.  Its  triple  barrel  toner  capacity  lets  you  produce  up  to  50,000 
tes  between  refills.  Or  almost  double  that  of  any  other  machine  in  its  class. 

__  Now  that's  productivity.  But  it's  just 

»the  beginning. 
With  its  standard  paper  trays  and 
optional  large  capacity  tray,  you  can  load 
up  to  4000  sheets.  And  at  60  copies  a 
minute,  you'll  get  a  lot  more 
accomplished. 
An  LED  help  screen  accesses  over  40  different  messages 
solving  virtually  any  copying  problem  at  the  touch  of  a  button. 

'89  Minolta  Corporation 


Minolta's  Intelligent  Commander  makes  time-consuming  jobs  easier.  It's  a 
self-contained  editor  and  control  panel  that  lets  you  program  and  store  different 
operational  sequences  on  a  memory  card. 

Other  innovative  features  in  the  EP  8600  include  automatic  duplexing, 
reduction  (up  to  61%  of  original)  and  enlargement  (up  to  164%  of  original), 
automatic  paper  selection/automatic  magnification  selection,  and  dual  original 
copying  for  producing  your  own  booklets. 

If  you  want  to  get  more  out  of  work,  the  Minolta  EP  8600  could  be 
just  the  kind  of  input  you've  been  looking  for.  So  call 
1-800  -USA  -DIAL,  Ext.  777  for  the  Minolta  dealer  nearest  you. 


COPIERS 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 
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The  Kean  Administration  has  rec- 
ognized the  growing  importance  of 
trans-Pacific  trade,  and  the  New 
Jersey  Department  of  Commerce,  En- 
ergy &  Economic  Development  has 
been  making  a  major  effort  to  attract 
Asian  companies.  Such  firms  as  Toshiba, 
Subaru,  Samsung,  Sharp  and  Brother 
already  have  headquarters  or  major 
installations  in  New  Jersey.  In  1987, 
New  Jersey  established  a  foreign 
trade  office  in  Japan.  And  while  New 
Jerseyans  were  celebrating  Labor 
Day  this  year,  Governor  Kean  was 
heading  a  state  delegation  that  visited 
Singapore,  Indonesia,  Thailand  and 
Hong  Kong,  seeking  to  build  bridges 
to  the  burgeoning  economies  of  the 
Far  East.  This  was  the  Governor's 
fourth  official  mission  to  Asia. 

Of  course,  New  Jersey  has  not 
forgotten  the  importance  of  European 
trade  and  investment.  There  also  have 
been  numerous  state  investment  mis- 
sions to  Europe,  as  well  as  strong 
New  Jersey  representation  at  the  major 
European  trade  fairs,  including  the 
Paris  Air  Show. 


To  encourage  foreign  investment, 
the  Division  of  International  Trade  con- 
ducts seminars  for  potential  foreign  in- 
vestors. The  state  also  has  three 
Foreign  Trade  Zones,  which  provide  fi- 
nancial incentives  for  foreign  compan- 
ies locating  facilities  there.  The  FTZs 
are  Mt.  Olive  in  Morris  County,  Port 
Newark/Port  Elizabeth  and  Port  Salem/ 
Millville. 

The  flows  of  trade  and  investment 
are  not  in  just  one  direction.  The  Kean 
Administration  also  has  been  actively 
involved  in  helping  New  Jersey  firms 
sell  their  goods  and  services  abroad. 
New  Jersey's  exports  totalled  $5.5  bil- 
lion last  year,  up  10%  from  the  previous 
year,  and  the  Kean  Administration  has 
been  working  to  maintain  that  momen- 
tum. Besides  an  assortment  of  trade 
initiatives  and  agreements,  the  Division 
of  International  Trade  has  helped  more 
than  100  New  Jersey  firms  gain  repre- 
sentation at  international  expositions 
and  trade  fairs  in  the  last  year.  The  divi- 
sion's trade  show  program  helps  New 
Jersey  companies  locate  agents  and 
distributors  overseas  as  well  as  cus- 

Newark  International  Airport 


tomers.  To  help  companies  furthe 
compete  abroad,  the  division  was  ir 
volved  in  16  export  development  worl< 
shops  during  1988. 

Angelo  DiNome,  assistant  direc 
tor  of  the  World  Trade  Economic  Deve 
opment  Department  of  the  Por 
Authority  of  New  York  and  New  Jerse 
says,  "We  have  an  export  trading  corr 
pany  that  focuses  on  assisting  sma 
and  medium  sized  firms  from  Ne\ 
Jersey  and  New  York  in  setting  up  dis 
tributorships  and  establishing  sale 
overseas.  In  many  cases,  theyV 
gone  from  zero  to  millions  of  dollars  i 
international  revenues." 

Last  year,  the  New  Jerse 
Economic  Development  Authorit 
granted  its  first  loan  for  financing  e> 
ports.  It  went  to  Crest  Audio  Inc.  c 
Hawthorne,  N.J.,  which  manufacture 
professional  quality  amplifiers  used  i 
sound  systems  in  concert  halls,  sfe 
diums  and  churches. 

In  response  to  New  Jersey's  e 
forts,  in  1988,  the  U.S.  Department  c 
Commerce  awarded  a  President^ 
"E"  Award  on  behalf  of  Presider 
Reagan  to  the  state  government 
Division  of  International  Trade,  heade ) 
by  Ming  Hsu,  the  governor's  speci; 
trade  representative  and  former  RC 
vice  president,  for  excellence  in  ir 
creasing  exports. 

New  Jersey's  growing  involv( 
ment  in  international  trade  and  inves 
ment  reflects  its  growing  strength  an 
the  diversity  of  its  economic  base.  An 
as  in  other  areas,  in  international  con 
merce,  New  Jersey  is  offering  lessor 
that  the  rest  of  the  U.S.  would  do  wellt 
learn  as  the  nation  seeks  to  increase  r 
international  competitiveness.  R< 
cently,  for  example,  Keystone  Camei 
Products,  based  in  Clifton,  N.J.,  sui 
ceeded  in  winning  a  contract  to  mam 
facture  point-and-shoot  35mi 
cameras  in  New  Jersey  for  resale  ui 
der  the  label  of  a  Japanese  compan 
And  Samsung  Electronics  Americ; 
the  subsidiary  of  a  South  Korea 
company,  is  building  color  tel< 
vision  sets  in  New  Jersey.  Now  thai 
competitiveness!  ■ 


lhanks  to  Tom  Kean, 

he  outlook  for  education  has 

never  been  brighter. 

The  Kean  years  have  been  leadership  years  for  education.  Benefiting 
all  of  New  Jersey's  citizens.  But  particularly  its  youngest  ones. 

At  AT&T,  we  share  this  commitment  and  salute  the  Governor  on  his 
accomplishments  in  making  New  Jersey  a  great  place  to  live,  as  well  as  a  great 
place  to  work. 

AI&T.At  home  in  New  Jersey. 
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The  right  choice. 


New  Jersey  Took 
A  Gamble  In  1976 

Here's  The  Payoff. 


Promised  for  1985 

Delivered  Today         j 

■  $700  million  in  investment  in 
Atlantic  City. 

■  As  of  1989,  over  $5  billion. 

■  34,000  new  jobs  in  casinos,  hotels, 
restaurants,  transportation  and 
construction. 

■  70,000  new  jobs. 

■  $57  million  in  tax  revenue  for  city, 
county  and  state  governments. 

■  In  1988  alone,  $272  million  for  city, 
county,  state  and  federal  taxes.  In  fact, 
from  1978-1988,  the  casinos  have  paid 
more  than  $37  billion  in  taxes. 

■  $31  million  annually  for  senior  citizens 
and  the  disabled. 

■  $220  million  annually  for  senior  citizens 
and  the  disabled. 

Just  over  a  decade  ago.  the  people  of  New  Jersey  took  a 
bold  step  when  they  voted  decisively  to  allow  casino 
gambling  in  Atlantic  City.  No  one  imagined  then  the  mag- 
nitude of  the  economic  rewards  that  are  being  reaped  today 
from  the  investments  that  were  made  over  the  last  1 1  years. 

In  addition  to  providing  an  economic  resurgence  for 
all  of  New  Jersey,  Atlantic  City  is  attracting  people  to  the 
state.  In  1988  more  people  (over  33  million)  came  to 
Atlantic  City  than  any  other  American  city. 

And  the  casino  industry  is  doing  its  part  to  contribute 
to  the  statewide  community. 

The  casino  industry  spends  more  than  $  1 .  5  billion 
annually  for  goods  and  services,  and  has  invested  15 
billion  in  its  facilities.  It  has  paid  more  than  60  percent  of 
the  total  Atlantic  City  property  taxes  each  year  since  1983. 
This  includes  city,  county  and  school  property  taxes. 

Each  casino  in  Atlantic  City  pays  8  percent  of  its  gross 


casino  revenue  into  a  fund  which  is  reserved  specifically 
for  programs  to  benefit  senior  citizens  and  the  disabled. 

The  casino  industry  pays  more  than  $900  million  a 
year  in  wages  and  benefits  alone,  and  is  investing  mil- 
lions of  dollars  to  develop  affordable  housing  for  the 
people  of  Atlantic  City. 

And  they've  done  all  this  with  the  tightest  regulations 
in  all  of  American  business.  Atlantic  City's  casinos  are 
regulated  by  more  than  1 ,  100  state  employees — more 
than  three  times  the  number  of  regulators  in  Nevada. 
Last  year  the  industry  paid  $50  million  in  regulatory 
costs.  Every  casino  employee  is  required  to  be  licensed, 
and  all  gaming  is  monitored  at  all  times. 

There's  been  a  lot  of  success  in  Atlantic  City.  And 
it's  meant  a  lot  to  New  Jersey.  It's  meant  even  more  to 
the  people. 

The  gamble  paid  off. . .  for  everybody. 


CASINO  ASSOCIATION  OF  NEW  JERSEY 

2922  Atlantic  Avenue  •  Atlantic  City  •  New  Jersey  •  08401  •  609/347-0800 


It  is  not  enough  to  oppose 
irotectionism  in  Washington. 
Ve  must  more  aggressively 
ell  New  Jersey  products  abroad!' 


"America  has  entered  an  era  of  international  economic 
mpetition  that  threatens  our  standard  of  living.  No  longer 
n  we  be  content  to  measure  our  performance  against 
;w  York,  Wisconsin  or  California.  We  must  castour  eyes  be- 
nd our  country's  borders  and  summon  every  ounce  of 

■  iergy  and  imagination  to  meet  the  winds  of  change  blowing 
>m  Shanghai  to  Sao  Paulo. 
"Asourtradedeficitagainsurpasses$150  billion,  America 

:.stoaskitself:Willourfuturebe'MadeintheUSA'or'Made 
Korea?' 
"We  cannot  hide  behind  the  illusionof  protectionism.  In- 

:  ;ad,  we  must  prepare  ourselves  to  compete  in  the  world 

;  arketplace.  This  is  not  simply  ajob  for  the  federal  govern- 

!  snt.  All  of  us,  especially  the  states,  mustjoin  the  competition. 

'  i  must  get  our  workers,  our  companies 

;  dour  products  ready  for  market. 
"Newjersey  is  particularly  well-equipped 

i  take  the  lead.  For  sixyears  we  have  been 

i  zesting  in  our  people  and  our  industry.  Our 

*  ucation  reforms  have  upgraded  our  most 
i  iportant  resource  -  our  people.  Ourad- 

*  need  technology  centers  have  incubated 
i  2  growth  ind  ustries  of  the  21  st  century. 
t  id,  since  1982, our  Division  oflntemational 
'  ide  has  increased  our  exports  and  brought 
1  eign  investment  to  Newjersey. 

"Our  goal  is  to  give  Newjersey's  compa- 
i  js  the  edge  to  take  on  the  world." 

( wnorThomasH.Kean 

t  lual  Message  to  the  Newjersey 

J  ELegislature.January  12, 1988 

Since  1982,  Newjersey  has  been  helping 
:  lall  to  mid-sized  businesses  become 
i  Die  competitive  by  offering  seminars  and 
( e-on-one  counseling  to  teach  them  how  to  sell  their  products 
( srseas.  WeVe  put  them  in  touch  with  shippers  and  expediters. 
/  d  arranged  for  them  tojoin  us  at  international  trade  shows. 
^  iVe  also  launched  an  export  finance  program  to  help  com- 
fnies  sell  abroad  and  we  are  pursuinganumberof  other 
i  ^as  that  will  help  Newjersey  become  an  example  other  states 
Vil  hopefully  follow. 


Governor  Thomas  H  Kean.  Commissioner  Borden  R  Putnam,  and 

Mrs  Ming  Hsu,  Governors  Special  Trade  Representative 

andDirector.DmswnqflntemanonalTrade 


TNew 
Jersey 


You 

Perfect 
Together 


Thomas  H  Kean,  Governor    Borden  FV  Putnam.  Commissioner  Department  of  Commerce.  Energy  &  Economic  Development 
Twenty  West  State  Street.CN  820,  Trenton,  NJ  08625-609-292-2444 
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THE  KEAN  YEARS 

New  Jersey's  Quiet  Revolution 


NEW  JERSEY: 
A  BETTER 
ENVIRONMENT 

A  few  years  ago,  it  was  inevitable 
that  a  movie  called  The  Toxic 
Avenger  would  be  set  in  New 
Jersey.  The  state's  natural  environment 
had  suffered  in  the  rush  to  industrializa- 
tion. The  fifth-smallest  state  in  the  nation 
and  the  most  densely  populated,  New 
Jersey  had  become  home  to  the  top 
seven  producers  of  chemicals  and  pe- 
troleum distillates.  The  numerous 
smokestacks  and  drainage  pipes  had 
stopped  being  a  symbol  of  economic 
growth;  they  began  to  be  perceived  as 
a  danger  to  the  environment. 

It  took  a  while  for  New  Jersey  to 
recognize  the  costs  of  industrialization, 
but  under  the  Kean  Administration,  the 
state  has  changed  course.  Last  year,  in 
an  article  about  environmental  protec- 
tion programs,  The  Wall  Street  Journal 
said  of  New  Jersey,  "It  is  teaching  the 
country  a  thing  or  two  about  environ- 
mental protection."  And  Rhode  Island's 
largest  newspaper,  The  Providence 
Journal,  said.  "New  Jersey  leads  the 
way  in  halting  ocean  pollution." 

The  state  is  busily  cleaning  up 
toxic  waste,  recycling  garbage,  deal- 
ing with  radon  and  enforcing  rules  to 
protect  its  environment  from  future  pol- 
luters. The  changes  have  come  about 
via  a  long  series  of  measures  designed 
to  clean  up  existing  pollution  and  deter 
future  pollution.  These  measures  have 
formed  the  basis  of  legislation  enacted 
later  by  other  states  and  the  federal 
government. 

In  response  to  concern  about 
toxic  wastes,  for  example,  in  1983, 
Kean  proposed  a  management  plan 
for  the  cleanup  of  hazardous  waste 
sites  in  New  Jersey.  The  state  not  only 
has  spent  substantial  sums  of  state 
money  on  cleanup,  it  has  aggressively 
pursued  federal  Superfund  money 
and  has  repeatedly  drawn  more 
cleanup  funds  than  any  other  state  in 
the  nation— the  total  funds  utilized  now 
exceed  $2  billion. 


GOING  BEYOND  CLEANUP 

But  New  Jersey  is  not  just  cleaning  up 
existing  messes.  The  Kean  Administra- 
tion developed  a  "Spill  Fund"  that 
takes  fines  from  toxic  waste  dumpers 
to  clean  up  future  messes.  This  fund 
served  as  a  model  for  federal  legisla- 
tion. The  state  also  passed  the  Environ- 
mental Cleanup  Responsibility  Act 
(ECRA),  the  first  state  law  designed  to 
prevent  future  toxic  waste  sites  by  re- 
quiring companies  to  take  care  of  their 
own  toxic  wastes.  ECRA  requires  in- 
dustrial sites  to  be  cleaned  up  before 
they  can  be  sold.  In  1987,  the  program 
won  the  Council  of  State  Govern- 
ments' Innovation  Award.  In  addition  to 
ECRA,  another  deterrent  to  pollution  is 
the  multimillion-dollar  penalties  for  vio- 
lating the  Water  Pollution  Control  Act, 
the  Solid  Waste  Management  Act  and 
the  Spill  Act. 

Faced  with  inadequate  sewage 
systems,  New  Jersey  created  the  New 
Jersey  Wastewater  Trust,  which  be- 
came a  model  for  the  federal  Clean 
Water  Act.  And  as  it  became  clear  that 
landfill  space  for  garbage  disposal  was 


Sunfish  Pond  in  Warren  County 


dwindling,  New  Jersey  created  tr 
Solid  Waste  and  Resource  Recove 
Fund  to  help  counties  finance  neede 
facilities. 

Faced  with  a  growing  concei 
about  radon,  a  significant  carcinoge 
New  Jersey  launched  one  of  the  mo 
aggressive  testing  programs  in  th 
world.  In  order  to  help  people  obta 
the  information  they  need  to  evalua 
their  environment,  in  1983  the  state  e 
acted  the  first  Worker  and  Communi 
Right  to  Know  law,  also  copied  by  th 
federal  government.  New  Jersey  al; 
enacted  the  nation's  first  statewic 
mandatory  recycling  law. 

Untrammeled  growth  and  dev< 
opment  in  New  Jersey  not  only  we 
ruining  land  in  some  places,  they  sir 
ply  were  eating  up  open  spaces  at 
rapid  pace.  But  the  Kean  Admmistr 
tion  won  approval  for  open-spac 
bond  issues  in  1983  and  1987.  Tf 
Green  Acres  Trust  Revolving  Loc 
Fund  has  helped  localities  finance  ar 
preserve  open  space,  and  as  1989  b 
gan,  it  had  set  aside  87,000  acres 
seven  years.  Beyond  parks  and  recn 


my  research  career  in  a  steel  company? 


nerican  steelmakers  are  accused 
>eing  behind  the  times  when  it 
les  to  product  and  process  re- 
rch.  As  far  as  Armco  is  con- 
led,  that's  an  idea  you  can  put 
ind  you. 

\rmco  was  the  first  steel  com- 
y  anywhere  in  the  world  to  estab- 
a  research  department.  And  ever 
:e  our  research  group  opened  its 
rs  in  1910,  we've  put  our  dollars 
jre  our  commitment  is.  Unlike 
le  other  steelmakers,  we've  con- 
ed to  grow  our  research  group, 
»ugh  good  times  and  bad.  So 
ly  our  research  center  employs 
•e  professional  researchers  than 
other  domestic  steel  company. 


"In  fact,  we've  increased  our  pro- 
fessional staff  by  eight  percent  in  the 
past  10  months  alone.  Our  people 
have  the  freedom  to  do  advanced 
work— all  focused  on  making  better 
steel  products  and  processes. 
That's  what  will  keep  Armco 
in  front  of  the  industry 
when  it  comes  to  mate- 
rials research. 

"I  believe  that.  Or  I  wouldn 
be  working  here." 

Dr.  James  W.  Watson 
Armco  Research  Engineer 


'mmitment  to  materials  research  is  one  rea- 
why  it  pays  to  take  stock  in  Armco.  Armco 
,  Executive  Offices,  Parsippany,  New  Jersey. 
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GARDEN 


GOVERNOR  KEAN  MAY  HAVE  BEEN  MORE  BENEFICIAL 
TO  NEW  JERSEY  THAN  BENEFICIAL. 


In  the  8  years  since  Governor 
Tom  Kean  took  office,  New  Jersey  has 
become  a  dynamic  example  of  economic 
revitalization.  Unemployment  is  down 
from  10%  to  3%,  which  translates  into 
760,000  new  jobs.  N.J.'s  per  capita 
income  is  now  second  in  the  nation. 


31  corporations  of  the  Forbes  500 
have  made  New  Jersey  their  head- 
quarters. Public  education  has  higher 
standards  and  achievement  levels.  The 
arts  have  been  raised  to  new  heights. 
And  a  new  sense  of  pride  has  developed 
among  all  New  Jerseyans. 


Tom  Kean's  initiatives  have 
improved  the  quality  of  life  and  open* 
up  numerous  opportunities.  And  that 
beneficial  for  everyone  who  lives  anc 
works  in  New  Jersey. 


#%  Beneficial* 


Corporation  and  subsidiarie 
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ation  areas,  the  state  also  is  setting 
aside  freshwater  wetlands.  With  an- 
other $300  million  open  space  preser- 
vation bond  act  on  the  ballot  in  1989, 
the  state  is  looking  to  meet  its  goal  of 
preserving  one  million  acres  of  New 
Jersey  land  for  the  future. 


New  Jersey  also  had  been  facing 
a  deterioration  of  its  ocean  front,  from 
the  ravages  both  of  nature  and  pollut- 
ers. Tough  new  legislation  has  cracked 
down  on  localities  dumping  sludge  in 
the  ocean.  Riding  herd  on  polluters 
isn't  easy,  but  New  Jersey  has  dou- 


New  Jersey  has  127  miles  of  white,  sandy  beaches. 


bled  the  size  of  the  State  Marine  Polic 
In  response  to  sensational  headlin' 
about  medical  wastes  on  the  beach 
last  year,  Kean  authorized  an  emi 
gency  rule  putting  in  place  a  medii 
waste  tracking  system.  The  fedei 
government  modeled  its  law  after  tl1 
New  Jersey  rules.  The  state  also  firo 
localities  for  not  properly  treating 
age,  and  set  aside  approximate 
$350  million  to  help  them  upgra 
their  treatment  plants. 

Kean  has  sought  a  bold  depd 
ture  from  the  piecemeal  policies  tl" 
governed  the  development  of  t 
Jersey  shore.  He  has  proposed  cr< 
tion  of  a  Coastal  Commission,  and  l< 
fall  he  promulgated  an  emergency  n 
giving  the  state  power  to  overs 
water-front  development. 

Kean  has  been  committed  to  &. 
nomic  development,  but  he  has  recc 
nized  that  overdevelopment  kills  tl 
golden  goose  by,  literally,  fouling  its  ne 
It's  not  easy  to  balance  aspiratio 
of  economic  growth  and  environ 
al  improvements.  But  any  reai 
of  the  economic  and  environm< 
recordsin  New  Jersey  suggests  thest; 
has  mastered  that  balancing  act.B 


CITIES  jjg  NEW  JERSEY: 

Primed  for  Growth! 


"The  economic  resurgence  most  of  New  Jersey  is  ex- 
jenencing  has  now  reached  the  inner-city.  It  didn't  happen 
>y  chance. 

"The  revitalization  of  our  cities  is  the  result  of  strong 
:ollaboration  between  private  industry  and  state  govern- 
nent  Out  of  the  State  House  have  come  multiple  programs 
lighlighted  by  financial  incentives,  lower  sales  tax,  reason- 
ible  business  taxes,  and  other  legislation  favorable  to  busi- 
iess  These  programs  plus  PSE&G's  substantial  energy  cost 
idvantage  over  neighboring  utilities  have  put  New  Jersey's 
:ities  in  a  dynamic  growth  cycle. 


"Whatever  city  you  visit  in  New  Jersey,  you  will  more 
than  likely  see  entire  neighborhoods  on  the  rebound.  You'll 
see  new  housing  going  up,  new  offices  on  the  rise,  old  build- 
ings being  rehabilitated,  vacant  land  being  turned  into  indus- 
trial parks,  new  transportation  and  infrastructure  projects  in 
the  works,  new  businesses  moving  in,  and  new  jobs  being 
filled. 

"Make  no  mistake  about  it.  The  revitalization  of  our 
cities  is  a  reality.  And  those  businesses  that  relocate  or  ex- 
pand in  New  Jersey  and  take  part  in  the  rebirth  of  our  cities 
will  reap  the  greatest  rewards.  Come  grow  with  us." 

E.  James  Ferland 

PSEsG  Chairman  of  the  Board 
President  and  Chief  Executive  Officer 
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OU  AND  YOUR  BUSINESS  ARE  BETTER  OFF  IN  NEW  JERSEY 


Public  Service 
Electric  and  Gas 
Company 


Osaaiy  ol  PUBLIC  SERVICE* NTERPRISE  GROUP  INCORPORATED 


FREE 
LITERATURE 

I  am  looking  for  a  new  business 
location  and  would  like  more  infor- 
mation about  New  Jersey's  cities, 
what  they  have  to  offer,  and  how 
they  can  help  me  grow. 

Note:  Your  request  for  free  liter- 
ature must  be  made  on  company 
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THE  KEAN  YEARS 

New  Jersey's  Quiet  Revolution 


The  pace  of  development 
seems  agonizingly  slow  to 
many  in  New  Jersey's  inner 
city  areas.  But  there,  too,  a 
Quiet  Revolution  has  been 
unfolding,  a  revolution 
based  on  a  partnership 
between  the  public  and 
private  sectors. 


(continued  from  page  29) 

THE  QUIET  REVOLUTION  IN 
INNER  CITIES 

The  pace  of  development  seems  ago- 
nizingly slow  to  many  in  New  Jersey's 
inner-city  areas.  But  there,  too,  a  Quiet 
Revolution  has  been  unfolding,  a  revo- 
lution based  on  a  partnership  between 
the  public  and  private  sectors. 

In  Newark,  the  Gateway  complex 
has  added  some  2.5  million  square 
feet  of  office  space,  plus  50,000  feet  of 
retail  space,  to  the  center  of  Newark. 
This  downtown  redevelopment  project 
owes  much  to  the  courage  and  fore- 
sight of  the  Prudential  Insurance  Co.  of 
America.  But  the  Kean  Administration 
also  has  taken  a  leading  role  in  spark- 
ing Newark's  resurgence.  For  exam- 
ple, working  closely  with  Newark 
Mayor  Sharpe  James,  the  state  Urban 
Development  Corp.  has  played  an  in- 
strumental role  in  bringing  the  first  su- 
permarket to  Newark's  Central  Ward  in 
20  years. 


New  Jersey  State  Aquarium  in  Camden. 


A  second  supermarket  is  bei 
developed  by  the  New  Commur 
Corp.,  a  neighborhood  group  run 
Father  Bill  Linder.  Using  money  fr< 
the  state's  Local  Development  Finai 
ing  Fund  and  the  Housing  a 
Mortgage  Finance  Agency,  the  n 
supermarket  will  serve  the  residents 
new  housing  that  is  being  develop< 
A  new  University  Heights  shoppi 
plaza,  also  financed  by  the  state  Urfc 
Development  Corp.,  will  complete 
12-acre  neighborhood  redeveloprrn 
site  that  is  testimony  to  the  effect! 
ness  of  public-private  partnerships 
well  as  the  resilience  of  urb 
communities. 

The  Kean  Administration  is  a 
seeking  to  spur  the  revitalization 
Newark  with  plans  for  a  major  perfoi 
ing  arts  center  there.  Newark,  withi 
25-mile  radius  of  half  the  state's  poi 
lation,  is  a  natural  site  for  such  a  faci 
and  the  performing  arts  center  will 

Camden  Aquarium  Bill  Signi 


Business  Loans 


You  Don't  Work 
Bankers  Hours, 


At  FIRST  FIDELITY  BANK® 
our  loan  officers  won't  just  work  hard 
all  day  to  help  you. They'll  also  give  you 
their  home  phone  number,  just  in  case  you 
have  a  question  later  on. 

That's  the  type  of  service  that 
embraces  "New  Thinking  For  New  Times." 

We  realize  that  standard  solutions 
to  business  problems  don't  necessarily  cut 
it  anymore.  That's  why  we  work  with  you  to 
create  and  tailor  products  to  suit  your  specific 
needs.  Whether  that  involves  business  loans, 
cash  management  or  investment  services. 

We  do  what  it  takes  to  get  the 
job  done.  We  provide  everything  you  need. 

You've  worked  hard  for  your 
success.  Plenty  of  banks  want  your  business. 
Don't  setde  for  one  that's  not  willing  to 
work  as  hard  as  you  do. 

Call  Ken  Mathews  at  201-246-6558. 
He'll  help  you  set  up  your  business  accounts 
at  First  Fidelity. 
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THE  KEAN  YEARS 

New  Jersey's  Quiet  Revolution 


"Last  year  we  began  one  of 
the  nation's  most  ambitious 
programs  to  create  incen- 
tives for  private  and  non- 
profit developers  to  build 
housing  in  cities." 


Morris  County  Financial  Center  at  Parsippany 

Park  Avenue  at  Morris  County 

Rockaway  80 

The  Village  and  Offices  at  Bedminster 

&  Somerset  County  Financial  Center. 

In  just  over  3  years.  The  Sammis  Company 

has  created  these  classic 

corporate  environments  in  New  Jersey 

properties  whose  concept. 

location  and  quality  are 

destined  to  remain  the  standard 

of  real  estate  excellence 

for  decades  to  come. 

To  learn  more  about  these  corporate  classics 

contact  The  Sammis  Company 

(201)984-1500. 


Developing  Classics  in  flew  Jersey 


much  for  the  city's  economy. 

At  the  other  end  of  the  state, 
Camden  also  is  undergoing  a  far- 
reaching  revitalization.  In  May  a  $19 
million  Transportation  Center  opened. 
It  brings  together  the  city's  bus  and  rail 
traffic  and  will  not  only  assist  com- 
muters going  into  Philadelphia  and 
elsewhere,  it  also  will  help  attract  visi- 
tors to  its  new  waterfront  projects, 
which  include  a  $42  million  aquarium. 
Governor  Kean  played  a  major  role  in 
advancing  this  project. 

The  aquarium  and  the  new  $35 
million  headquarters  of  the  Campbell 
Soup  Co.  are  to  serve  as  anchors  for 
some  $500  million  in  development 
slated  to  take  place  over  the  next 
decade  along  a  one-mile  stretch  of 
Camden's  waterfront. 

The  redevelopment  extends  be- 
yond these  cities  to  other  urban  areas 
and  beyond  commercial  redevelop- 
ment to  new  housing.  As  Kean  has 
noted,  "Last  year  we  began  one  of  the 
nation's  most  ambitious  programs  to 
create  incentives  for  private  and  non- 
profit developers  to  build  housing  in 
cities." 

During  the  opening  ceremonies 


for  the  Transportation  Center  ir 
Camden,  Kean  said,  "The  revitalizatior 
and  growth  of  Camden  are  major  com ; 
ponents  in  the  economic  growth  anc 
vitality  of  the  state  of  New  Jersey."  The 
revitalization  of  old  areas  and  the; 
growth  of  new  areas  are  part  of  whai 
Kean  has  called  the  Quiet  Revolution.  I* 
may  be  quiet,  but  it  is  clearly  revolution 
izing  economic  life  in  New  Jersey.  The 
changes  are  visible  in  the  new  con 
struction,  particularly  the  high-rise? 
buildings,  but  they  go  much  deeper 
reflecting  a  fundamental  transforma 
tion  that  has  built  an  economy  in  Nevv 
Jersey  primed  for  future  growth,  ar 
economy  generating  more  jobs  anc 
more  income  for  more  people  in  New 
Jersey  than  ever  before. 

Thus,  the  legacy  Tom  Kean  leaves 
New  Jersey  will  be  a  legacy  deliverec 
in  paychecks,  sales  revenues  and  pro; 
fessional  fees.  It  is  a  legacy  of  eco 
nomic  development,  and,  for  man\ 
New  Jerseyans,  it  is  a  legacy  that  the} 
can  spend.  ■ 

This  supplement  was  written  by  David  S. 
Glick,  a  freelance  writer  for  Forbes 
Magazine. 
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6:30  End  Your  Day 


The  64K  B.O.S.S.  The  Business  Organizer  Scheduling  System. 


With  your  busy  schedule,  you  need  informa- 
tion fast.  That's  why  we  developed  the  B.O.S.S. 

The  B.O.S.S.  has  everything  you  need  to  make 
your  day  more  organized.  Its  powerful  64K  mem- 
ory lets  you  check  your  schedule.  Your  clients' 
phone  numbers.  Or  the  time  abroad.  It  lets  you 
calculate  figures.  Write  yourself  a  note.  Even 
check  your  calendar.  All  at  a  touch. 

This  new  Digital  Diary  offers  an  expansive 

For  more  information,  call  1(800)553-3338. 

Casio  Inc  Calculator  Products  Division.  570  Mt.  Pleasant  Avenue.  Dover,  NJ  07801 
Casio  Canada  Ltd.,  2100  EUesmere  Road,  Suite  240,  Scarborough,  Ontario  M1H3B7    BOSS  and  Digital  Diary  are  trademarks  of  Casio  Computer  Co  ,  Ltd. 


double  width  screen.  It  can  exchange  data  with  a 
personal  computer  and  other  B.O.S.S.  models. 

Its  secret  password  protects  your  private  data. 
And  its  daily  alarm  serves  as  a  reminder  for  those 
appointments  you  don't  want  to  miss. 

Whether  it's  to  manage  your  information  or 
organize  your  schedule, 
the  B.O.S.S.  has  the  power 
to  make  your  day. 
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•  Consumer  Health  Products   •  American  Chicle   •  Parke-Davis 
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Davis  Water  &  Waste's  Doyle  White 
Clean  water  means  cleaning  up. 


Thomas  England 


How  do  you  invest  in  water?  Here's  one  of 
the  few  pure  water  plays  around. 


Waste  not, 
want  not 


By  James  Cook 


The  time  is  1938,  and  a  50-year-old 
employee  at  the  local  municipal  wa- 
terworks, J.  Claud  Davis,  begins 
moonlighting  a  water  meter  repair 
business  out  of  his  backyard  in  Tho- 
masville,  Ga.  His  wife  keeps  the 
books,  the  kids  help  with  the  busi- 
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ness,  and  one  thing  inevitably  leads  to 
another:  Davis  winds  up  repairing 
meters  and  supplying  hardware  for 
waterworks  in  50  small  communities 
along  the  Georgia-Florida  border. 

Claud  Davis'  waterworks  supply 
company  was  different  from  most  of 
the  other  outfits  in  the  business. 
Though  Davis  himself  died  in  1946, 


under  his  three  sons  the  company 
grew  up  to  be  a  major  player  in  its 
regional  market.  It  went  public  as  Da- 
vis Water  &  Waste  Industries  in  1972, 
and  eventually  emerged  as  one  of  the 
two  or  three  important  players  in  the 
business,  and  the  only  pure  water  play 
listed  on  the  New  York  Stock  Ex- 
change. Some  impure  others:  Hughes 
Supply  and  Eastern  Enterprises 
(Forbes,  Aug.  7). 

The  bulk  of  Davis'  business — near- 
ly 70%  in  most  years — is  a  buy-and- 
sell  retail  distribution  business — 
pipes,  valves,  fittings,  meters,  fire  hy- 
drants, manholes,  you  name  it.  The 
remaining  30%  is  a  higher-margined 
engineering  business  that  designs  and 
builds  custom  water  and  sewage 
treatment  systems  for  public  and  pri- 
vate utilities  and  for  large  industrial 
water  users  like  the  food,  paper  and 
meat-processing  industries. 

Though  the  Davis  family  still  owns 
around  30%  of  the  company,  it's  run 
these  days  by  Doyle  White,  58,  a  26- 
year  veteran  of  the  company,  who 
took  over  as  chief  executive  three 
years  ago. 

Davis  Water  &  Waste  isn't  a  big 
company:  Its  revenues  this  year  will 
be  around  $195  million,  its  profits 
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$1.5  million  to  $2  million.  It  has  po- 
tential for  becoming  big  in  a  frag- 
mented industry.  There  are  over  a 
hundred  companies  in  the  water  sup- 
ply business,  virtual  mom-and-pop 
outfits  as  Davis  once  was. 

Davis  is  well  situated  to  grow 
through  acquisition  in  good  part  be- 
cause, in  spreading  out  over  seven 
southeastern  states,  Davis  Water 
didn't  just  add  new  outlets  like  beads 
on  a  string.  It  developed  what  Doyle 
White  calls  a  hub-and-spoke  system, 
with  centralized  warehouses  as  the 
hubs  and  satellite  outlets  at  the  ends 
of  the  spokes. 

The  satellites  stock  only  limited 
quantities  of  fast-moving  items,  but  a 
fleet  of  trucks  can  deliver  anything  in 
the  central  warehouses'  vast  inven- 
tories to  the  satellites  within  only  a 
few  hours  if  necessary.  That's  no 
mean  advantage  in  an  industry  that 
normally  takes  several  weeks  to  de- 
liver most  slow-moving  items. 

The  hub-and-spoke  system  offers 
more  than  a  marketing  advantage. 
"By  optimizing  the  use  of  inventory," 
says  White,  "we're  able  to  turn  our 
inventory  six  times  a  year,  versus 
three  times  for  the  typical  small  oper- 
ation, and  so  generate  higher  profits. 
In  addition,  we  commit  to  buy  very 
large  quantities  from  our  suppliers  at 
specific  intervals,  and  in  return  they 
give  us  preferential  prices." 

Since  taking  over  three  years  ago, 
White  has  capped  the  advantage  with 
a  series  of  acquisitions  extending  Da- 
vis Water's  competitive  reach  across 
the  Sunbelt — into  Texas  and  the 
Rocky  Mountain  region,  into  south- 
ern California  and,  this  past  summer, 
San  Francisco. 

The  kicker,  of  course,  is  that 
White's  acquisitions  make  more 
money  for  Davis  than  they've  made  as 
family-owned  enterprises.  With  the 
Davis  system  in  place,  Waterworks 
Equipment  Co.,  for  instance,  broad- 
ened its  profit  margin  from  0.1% 
when  it  was  acquired  in  1987  to  over 
10%  last  year.  "You  encounter  a  lot  of 
transition  and  startup  costs,"  says 
White,  "but  we've  made  an  invest- 
ment for  the  future." 

To  pay  for  these  acquisitions,  Davis 
had  to  increase  its  debt  from  $5.7  mil- 
lion to  $14.1  million  and  its  annual 
interest  charges  from  $385,000  to  $1.5 
million,  and  White  may  well  borrow 
more  if  he  succeeds  in  spending  an- 
other $20  million  to  $25  million  on 
acquisitions  this  year. 

The  Safe  Drinking  Water  Act  of 
1986  has  enlarged  Davis'  growth  pros- 
pects considerably.  The  act  not  only 
set  new  and  higher  minimum  stan- 
dards for  the  U.S.'  59,000  water  sys- 


tems; it  also  put  teeth  in  enforcement 
for  the  first  time,  so  that  the  market  is 
going  to  expand  rapidly  or  the  state 
and  federal  environmental  protection 
agencies  will  want  to  know  why.  How 
can  the  market  fail  to  boom?  If  it  costs 
$1  per  1,000  gallons  of  capacity  to 
produce  90% -pure  water,  it'll  cost  $5 
to  produce  95%,  and  $20  for  99%— 
the  level  for  drinking  water. 

The  result:  Between  1986  and  1989, 
Davis'  sales  doubled,  to  nearly  $200 
million  last  year,  and  net  income  rose 
106%,  to  $3.4  million— $1.05  a  com- 
mon share.  If  that  profit  margin  looks 
small,  remember  that  Davis  is  pri- 
marily a  distributor,  net  a  manufac- 
turer. For  a  company  like  this  the 
bottom  line  is  the  return  on  equity, 
which  for  Davis  has  averaged  15% 


Thomas  England 
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A  Davis  metal  fabrications  plant 
Pursuing  higher-margin  business. 

over  the  past  five  years. 

Not  that  Davis  is  riding  a  smooth 
upward  trajectory.  After  a  record  year 
in  1988,  Davis  plunged  over  $500,000 
into  the  red  in  its  fiscal  first  quarter 
(ended  July  31).  What  happened? 
Home  builders  cut  back  their  con- 
struction and  land  development 
schedules,  pushing  Davis'  revenues 
down  by  a  sharp  10%.  Fighting  for  a 
lesser  amount  of  business,  competi- 
tors cut  prices,  and  Davis  had  to  fol- 
low suit.  The  combination  of  lower 
sales  and  lower  prices  turned  out  to  be 
lethal.  But  only  temporarily.  In  the 
second  quarter,  engineering  backlogs 
were  back  to  normal  and  distribution 
is  picking  up.  Though  White  has  no 
hopes  of  matching,  much  less  top- 
ping, last  year's  record,  just  wait  until 
next  year.  ■ 
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For  the  last  50  years 

Northwestern  Mutual  Life  has  ranked 

first  in  dividend  performance 

for  its  policyowners  more  times 

than  any  other  company. 
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Source:  An  NML  study  of  20  year  interest  adjusted  cost  histories  for  comparable  ordinary  life  policies  as  published  by  Flitcraft  Compend  and  Best's  Flitcraft  Compend 
for  the  years  1*40-1989.  Dividends  are  not  an  estimate  or  guarantee  of  future  results.  ©1989  The  Northwestern  Mutual  Life  Insurance  Co.,  Milwaukee,  WI 
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For  decades  La-Z-Boy  has  been  keeping 
America  comfy  in  its  reclining  armchairs. 
Now  some  outsiders  are  making  the  com- 
pany's management  very  uncomfortable. 

Rocking  the 
recliners 


By  Matthew  Schifrin 


Sitting  behind  his  desk  in  a  red 
La-Z-Boy  recliner,  Charles  Kna- 
busch  looks  uneasy.  And  it's  no 
wonder.  Knabusch  is  chairman  of  La- 
Z-Boy  Chair  Co.,  and  this  solid  mid- 
westem  company  is  under  attack  by  a 
bunch  of  Wall  Street  sharks. 

Since  La-Z-Boy  went  public  in 
1972,  shareholder  relations  have  been 
about  as  quiet  as  the  woods  that  sur- 


round the  company's  hometown  of 
Monroe,  Mich.,  35  miles  south  of  De- 
troit. But  now  the  quiet  has  been  bro- 
ken. La-Z-Boy's  largest  institutional 
investor  is  Prescott  Investors  of 
Greenwich,  Conn.,  with  5.6%  of  the 
shares.  This  private  investment  firm 
is  loudly  alleging  that  Knabusch  him- 
self has  been  a  lazy  boy. 

Not  that  La-Z-Boy  is  doing  terribly. 
Maintaining  a  low  profile  and  making 
comfy  chairs  generated  over  $550  mil- 


lion in  sales  for  La-Z-Boy  last  year.; 
Cash  flow  is  strong  at  $38  million/; 
debt  low,  and  the  company's  brand, 
name  is  rock  solid.  The  trouble  is  that 
earnings  and  share  value  have  been 
growing  too  slowly  to  satisfy  the  com-, 
pany's  eastern  stock  owners.  Thomas 
Smith,  the  general  partner  who  heads 
Prescott  Investors,  argues  that  since , 
his  firm  first  bought  La-Z-Boy  sharesii 
back  in   1984,  the  chair  company's)! 
per-share  earnings   have  risen  only, 
16%,  vs.  76%  for  the  s&p  400.  La-Z-'j 
Boy's  return  on  equity,  he  complains 
has  fallen  from  22%  to  about  15%. 

Smith  may  try  to  gain  control  of  La 
Z-Boy.  That  was  the  strong  suggesi 
tion  made  in  the  13-d  form  Smith 
filed  with  the  Securities  &  Exchange; 
Commission  in  June. 

Knabusch's  response  has  been  to  ig 
nore  Smith  and  hope  he  goes  away 
"We  aren't  going  to  meet  with  then1 
or  do  a  hype  job  on  the  stock,"  say:  | 
Knabusch,   who   openly   discourage:  i 
institutional       buyers       from       hiiil 
stock. "We  get  more  out  of  makinj 
chairs  than  selling  shares." 

Management  also  promotes  the  no  I 
tion  that  47%  of  La-Z-Boy's  18  mil  , 
lion  shares  are  held  by  insiders.  Ir 
fact,  the  proxy  indicates  managemen  i 
and  directors  own  less  than  3%  of  th( 
stock.  According  to  La-Zi| 
Boy  management,  another 
8%  or  so  is  spread  amonj 
the  firm's  8,000  employees'! 
The  bulk  of  the  "insider'* 
shares,  some  30%,  sits  irij 
trust  accounts  held  at  a  lojj 
cal  bank,  presumably  for  an 
least  a  dozen  descendant:1  i 
of  the  two  founding  fam 
ilies.  Yet  apparently  nomjj 
of  these  shareholders  are  af  i 
filiated  with  the  company 
and  they  may  or  may  noj] 
value  its  independence  ove'J 
a  nice,  fat  takeover  bid. 

That's      where      Smitl  I 
smells      an      opportunity 
"Management         assume 
that  no  matter  how  thej 
perform,  shareholders  wil 
be    loyal,"   he    says.    "Bu 
control  has  never  been  testj 
ed,    and    the   bulk   of   thil 
shares  are  subject  to  fidu 
ciary    obligations."    Mean 
ing  that  if  Smith  can  brin. 
in  an  offer  for  the  stock  sig 
nificantly  higher  than  th 
recent  market  price  of  193/< 
the  trustees  would  have  t 
take  it,  regardless  of  thei 


sentiments. 


La-Z-Boy  Chairman  Charles  Knabuscb 

Institutional  investors,  go  home. 


The  real  fight  here  is  ove 
different  ways  of  doin 
business,  different  ways  c 
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3R0WTH  PATTERN.  Throughout  the  1980s,  International  Paper  has  made  giant  strides. 
Dur  earnings  per  share  have  grown  at  a  compound  annual  rate  of  over  10%  for 
learly  a  decade  And  a  strong  cash  flow  has  allowed  us  to  raise  dividends  and  repurchase 
nillions  of  shares.  It  has  also  let  us  become  more  competitive  in  worldwide  markets 
hrough  acquisitions  like  Hammermill  and  Masonite  here  and  The  Ilford  Group  and 
Vussedat  Rev  overseas.  And  we're  becoming  the  industry's  lowest-cost  producer 
>y  concentrating  capital  investment  on  streamlining  existing  plants.  Our  growth  pattern 
s  impressive.  Examine  it  closely.  INTERNATIONAL  @  PAPER.  Use  our  imagination. 


©1989  International  Paper  Company.  All  rights  reserved 


A  Rewarding 

Business  Experience 

Guest  Quarters  Suite  Hotels 
and  FORBES 


~  Guest 
Quarters 


Often,  the  business  of  business  is  tra- 
vel. And  travel  realities  don't  always 
allow  you  to  do  your  best  work. 
SUITE  HOTELS  That's  why  smart  travelers 

reward  themselves  with  a  stay  in  a  civilized,  professional  place 
-Guest  Quarters  Suite  Hotels.  The  place  to  enjoy  a  spacious 
two-room  suite  and  a  host  of  comforts  and  conveniences 
for  about  the  cost  of  a  room  at  most  first-class  hotels.  Guest 
Quarters  lets  you  relax,  refocus  and  re-energize. 

Guest  Quarters  takes  comfort  in  the  knowledge  that  its 
message  for  business  travelers  is  reaching  the  right  audience  in 
the  pages  of  Forbes  Magazine. 

Forbes  reaches  the  affluent  traveler  more  efficiently  than 
other  business  magazines.  A  strong  reason  why  more  business 
travel  advertisers  like  Guest  Quarters  are  checking  into  the 
pages  of  Forbes  than  ever  before. 

Look  for  Guest  Quarters'  message  on  where  to  find  a 
rewarding  business  experience-exclusively  in  the  pages 
of  Forbes. 


Forbes 
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looking  at  the  world.  Smith,  the  east- 
ern money  type,  is  coolly  practical. 
According  to  Smith,  La-Z-Boy  in  1985 
embarked  on  an  $80  million  buying 
spree,  purchasing  makers  of  fancy  liv- 
ing room  furniture,  dining  room  sets, 
bedroom  and  office  furniture.  Each  of 
the  acquisitions  was  expected  to  im- 
prove, but  management  apparently 
hasn't  had  much  luck  with  them. 
Smith  estimates  that  losses  in  these 
subsidiaries  since  1985  amount  to 
around  $30  million.  This  accounts  for 
La-Z-Boy's  declining  return  on  equity 
even  though  the  basic  business  has 
remained  strong  and  profitable. 

Are  the  acquisitions  the  drag  Smith 
says  they  are?  "We  don't  disclose  this 
for  competitive  reasons,"  says  Kna- 
busch,  49,  a  graduate  of  Michigan's 
Cleary  College  and  adopted  son  of  ] 
company  founder  Edward  Knabusch.  ; 

The  real  fight  here  is  over 
different  ways  of  doing 
business,  different  ways  of 
seeing  the  world.  It's  Wall 
Street  against  Main  Street. 

Whatever  happens,  Smith  is  not 
likely  to  be  popular  in  Monroe  (pop. 
24,000).  The  town  is  a  tight  little 
community,  and  La-Z-Boy  is  a  big  do-  J 
nor  to  local  charities,  hospitals,  muse- 
ums and  churches.  La-Z-Boy's  modest 
one-story  headquarters  employsi 
around  400  local  residents  in  adminis-| 
tration  and  research. 

Knabusch  himself  works  hard  to 
promote  a  regular-guy  atmosphere  at 
the  company,  despite  his  annual  in- 
come of  $400,000  and  $5  million 
holdings  of  company  stock.  He  runsi 
the  company  in  shirtsleeves,  using 
first  names  only.  He  plans  fishing 
trips  and  plays  cards  with  company 
workers  during  the  companywide 
lunch  hour  of  12  p.m.  to  1  p.m.  Kna- 
busch also  sits  on  the  board  of  the 
local  bank  that  oversees  the  30%  of 
La-Z-Boy's  shares  that  are  held  in  var- 
ious trusts.  If  a  proxy  fight  breaks  out, 
Knabusch's  influence  at  the  bank 
could  prove  crucial. 

Just  to  be  on  the  safe  side,  manage 
ment  says  it  may  set  up  a  poison  pill 
defense,  but  he  won't  disclose  details. 
Perhaps  more  telling,  La-Z-Boy  re 
cently  increased  dividends  by  20%  in 
spite  of  poor  earnings.  Says  Knabusch 
as  he  draws  from  a  cigarette,  "Our 
shareholders  are  farmers  from  around 
here  who  knew  my  father  and  don't 
care  whether  the  earnings  are  up  or 
down  from  quarter  to  quarter." 

Counters  Smith:  "People  are  peo 
pie  .  .  .  since  when  is  Monroe  not  in 
the  real  world?"  ■ 
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Youve  heard  about  those  crazy  damages  suits,  those  huge 

awards,  the  insurance  rates  crunch.  Well,  it's  an  ill  liability  crisis 

that  blows  no  one  any  good — $10  billion  a  year's  worth. 


The  plaintiff  attorneys1 
great  honey  rush 


"We  are  freedom  fighters.  We  all  con- 
sider ourselves  social  engi- 
neers  We  are  crusaders  of  good. 

None  of  us  do  it  for  the  money,  what  we  are    p^ 
paid  is   coincidental." — That's    Ned    GoodQMs 
speaking,  Pasadena  plaintiff  attorney,  mem- 
ber of  the  Inner  Circle  and  on  Forbes'  list  of 
the  highest-earning  attorneys  in  the  na-  L 
tion.  Good  was  reluctant  to  discuss  how 
much  money  he  coincidentally  makes 
in  the  course  of  his  crusade,  but  Forbes 
estimates  it's  almost  certainly  more    j 
than  $3.5  million  a  year. 

Roll  over,  Wall  Street.  Meet  the  real 
champions  of  the  great  American 
greed  game:  the  plaintiff  attorneys — 
lawyers  who  specialize  in  suing. 

Top  moneymaker  in  1988,  according 
to  Forbes'  count  (p.  204),  was  Houston's 
Joe  Jamail.  He  made  most  of  his  $450  mil- 
lion— our  conservative  estimate;  it  could  be 
as  high  as  $600  million — by  inducing  Texas 

1  courts  to  accept  the  questionable  theory  that 
Pennzoil  had  a  binding  contract  to  buy  Getty  Oil 
even  though  there  was  nothing  on  paper.  His  victim, 
Texaco,  the  country's  third-largest  oil  company,  was 
forced  into  bankruptcy.  But  Jamail  received  only  a  fraction 

!  of  the  publicity  Mike  Milken  got  for  the  $550  million  he 
made  with  Drexel  Burnham  back  in  1987. 
Jamail  is  merely  the  most  spectacular  example  to  date  of 

:  a  powerful  emerging  trend.  The  62  other  plaintiff  attor- 
neys on  Forbes'  list  all  made  above  $2  million  in  both 
1987  and  1988.  And  Forbes  has  identified  at  least  15  more 

'  $2-million-a-year-plus  suspects,  with  another  50  in  the  $1- 
million-to-$2-million  range.  Then  there  are  the  other 
53,000  plaintiff  attorney  members  of  the  Washington, 
D.C. -based  Association  of  Trial  Lawyers  of  America  (de- 
spite its  name  a  plaintiff  attorneys'  lobby:  Defense  lawyers 

I  are  eligible  only  for  nonvoting  membership).  Given  the 
windfall  nature  of  the  attack-lawyer  business,  any  of  them 
might  strike  it  rich  with  a  single  case. 

One  measure  of  the  money  flowing  to  plaintiff  attor- 
neys: Yeshiva  University's  Cardozo  School  of  Law  Profes- 
sor Lester  Brickman  estimates  that  their  total  income 
from  contingent  fees — their  share  of  the  settlement,  apart 
from  their  expenses — "exceeds  $10  billion." 


By  Peter  Brimelow 
and  Leslie  Spencer 


And  their  boodle  is  growing  rap- 
idly. The  top  moneymakers  on 
Forbes'    list    typically    said    that 


Illustrations  by 
Robert  Grossman 


they've  been  hitting  the  big  numbers 
only  for  the  last  decade. 

Unlike  Wall  Streeters,  plaintiff  attor- 
neys don't  have  to  worry  about  the  stock 
market's  swings.  They  mostly  didn't 
bother  with  high-priced  Ivy  League  law 
schools — in  fact,  they  often  say  they 
"didn't  learn  a  thing  about  practic- 
ing law  in  law  school."  Walter 
Umphrey  (see  list)  even  told  Forbes 
that  he  had  trouble  graduating  from 
Southern  Methodist  University, 
which  he  attended  on  a  football 
'  scholarship,  because  of  "a  deficiency 
in  English."  But  he  has  no  deficiency  in 
income:  $14.5  million  in  1988. 
Why  has  a  single,  relatively  obscure 
corner  of  U.S.  legal  practice  created  so  many 
million-dollar  incomes? 
It's  a  "fearful  concatenation  of  circumstan- 
ces," to  quote  a  famous  early  American  trial  lawyer, 
Daniel  Webster.  In  one  of  those  institutional  accidents 
that  occasionally  happen  in  a  structured  but  dynamic 
society,  the  checks  and  balances  that  normally  restrain  an 
organized  interest  group  have  failed,  creating  an  opportu- 
nity to  hold  the  rest  of  the  economy  to  ransom.  Other 
recent  examples:  stockbrokers  in  the  1960s,  who  were  able 
to  make  institutional  investors  pay  full  commission  rates 
because  stock  exchange  rules  forbade  volume  discounts; 
airline  pilots  in  the  1970s,  whose  powerful  unions  extort- 
ed stratospheric  salaries  out  of  an  industry  straitjacketed 
by  regulation. 
How  has  this  happened? 

The  essential  mechanism  is  simple.  Two  distinctively 
American  phenomena  have  interacted:  the  contingent  fee 
system  and  the  "liability  crisis,"  the  explosion  of  litiga- 
tion and  awards  that  has  occurred  during  the  last  30  years 
in  the  previously  sleepy  area  of  tort  law — the  law  of 
accidents  and  personal  injury.  Both  have  been  historically 
unknown  in  other  common-law  jurisdictions,  such  as  Brit- 
ain. And  plaintiff  attorneys  there  are  a  lot  poorer. 

A  startlingly  large  part  of  the  recent  massive  damage 
awards  goes  to  the  lawyers.  Plaintiff  attorneys  commonly 
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insist  on  a  contingency  fee  of  33%  to  40% .  Plus  they  get 
expenses — whatever  has  been  spent  to  litigate  the  case. 
The  actual  outcome  varies  among  the  different  classes  of 
tort.  But,  for  example,  the  Rand  Corp.'s  Institute  for  Civil 
Justice  has  estimated  that  in  the  asbestos  claims  settled  in 
the  early  1980s,  plaintiff  attorneys'  fees  and  expenses 
amounted  to  some  70  cents  for  every  dollar  that  the 
injured  parties  received. 

And  by  one  estimate  the  asbestos  industry's  liability 
may  be  anywhere  from  $7.6  billion  to  $87  billion. 

Why  has  this  happened? 

The  lid  was  knocked  off  the  honey  pot  in  the  last  30 
years  by  judges  arbitrarily  deciding  to  rewrite  the  law 
(Forbes,  June  1,  1987).  The  plaintiff  attorneys  are  swarm- 
ing to  the  sweet  stuff  like  flies.  But  for  the  plaintiff 
attorneys,  their  new  wealth  has  meant  power.  Those 
swarming  flies  are  now  rocking  the  pot  to  spill  more  honey 
out — and  buzzing  angrily  at  anyone 
who  interferes. 

Plaintiff  attorneys  buzz  particular- 
ly angrily  at  talk  of  the  litigation 
explosion. 

"We  have  been  told  that  Americans 
are  the  most  litigious  people  in  the 
world,"  writes  the  celebrated  Wyo- 
ming-based plaintiff  attorney  Gerry 
Spence  in  his  1989  book  With  Justice  for 
None:  Destroying  an  American  Myth 
(Times  Books).  "Yet,  per  capita,  there 
are  no  more  suits  today  than  there 
were  in  1959,  and  the  amount  of  the 
mean  verdict,  $8,000,  has  remained 
nearly  constant  since  that  year  after 
adjustments  for  inflation  have  been 
calculated." 

This  is  the  sort  of  argument  that 
makes  the  innocent  observer  suspect 
trial  lawyers.  On  investigation,  the 
Rand  study  that  Spence  cites  turns 
out  to  be  based  on  the  single  experi- 
ence of  Cook  County,  111.,  between 
1960  and  1979  only.  Although  the 
overall  number  of  civil  jury  trials  was  ■"■"^"^^^^^■" 
only  slightly  higher  at  the  beginning  and  the  end  of  the 
period,  within  that  number  there  was  rapid  growth  of 
nonautomobilc  torts.  And  Spence  has  confused  the  mean 
(arithmetical  average)  financial  award  with  the  median 
(half  higher,  half  lower)  award.  The  mean  rose  sharply — 
because  the  largest  awards  were  increasing  dramatically. 

Subsequent  studies  show  these  trends  have  continued. 
The  bulk  of  tort  filings  and  awards,  routine  personal  inju- 
ries such  as  automobile  cases,  are  growing  at  a  stable  rate. 
But  malpractice  and  product  liability  filings  and  awards 
are  sharply  higher  than  three  decades  ago  (see  darts). 
Inflation-adjusted  average  awards  in  Rand's  sample  of 
business/contract  tort  litigation  were  up  9,100%  between 
1960  and  1984.  (Awards  can  be  reduced  on  appeal,  but  they 
have  a  pervasive  effect  because  they  serve  as  a  benchmark 
for  all  settlements.)  Overall,  plaintiffs  are  winning  more 
frequently  and  getting  more. 

And  this  may  not  be  the  whole  story.  "The  real  amounts 
being  transferred  in  the  channels  of  commerce  are  much 
greater  than  any  statistics  will  show,"  says  James  Sales  of 
Houston's  Fulbright  &  Jaworski,  who  was  local  lead  coun 
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Sales  says  that  many  cases  are  now  settled  before  being! 
formally  filed — and  that  recent  settlements  have  actually 
exceeded  comparable  jury  awards  because  defendants  "are 
scared  to  bet  the  company  anymore." 

Forbes'  conclusion  about  the  litigation  explosion:  All 
that  plaintiff  attorney  honey  is  coming  from  somewhere. 

Forbes'  conclusion  about  Gerry  Spence:  difficult,  be- 
cause he  refused  to  talk  to  us  on  the  grounds  that  we  work 
for  "the  new  oligarchy — namely  corporate  America." 
("The  last  guerrilla  fighters  in  the  country  are  the  trial 
lawyers.")  But  he's  probably  stuffing  some  $1.5  million  a 
year  into  his  bandolier. 

A  man  is  injured  after  he  deliberately  throws  himself  inl 
.front  of  a  New  York  subway  train.  He  sues  the  city,, 
alleging  the  driver  should  have  stopped  faster,  and  wins 
$650,000. 

Another  example:  Spanish-speaking  farmhands  in  Texas 
accidentally  kill  a  prize  bull  with  pes- 
ticide because  they  couldn't  read  the 
warning  label.  Their  employer  suesi 
the  manufacturer  and  is  awarded  $8.5 
million,  including  $7  million  of  puni- 
tive damages.  Later,  the  case  settles, 
out  of  court. 

But  these  judicial  atrocities  are  just 
the  culmination  of  a  step-by-step  pro-: 
cess  that  began  in  theoretical  argu- 
ments among  legal  intellectuals  in 
law  schools  and  on  the  bench  some  30 
years  ago — a  classic  demonstration' 
that  ideas  do  have  consequences.! 
Forbes  columnist  Peter  W.  Huber,  au-- 
thor  of  Liability.  The  Legal  Revolution 
and  its  Corisequerices  (Basic  Books)  andi 
himself  a  lawyer  and  engineer,  calls 
the  men  who  started  the  process — 
including  William  Prosser  of  Hastings 
College,  John  Wade  of  Vanderbilti 
University  Law  School,  Roger 
Traynor  of  the  California  Supreme! 
Court — "the  Founders."  Judges  under 
their  influence  overthrew  the  com- 
mon law  of  tort  as  it  had  developed 
over  six  centuries.  The  chaos  that  has  replaced  it  has  been 
highly  profitable  to  the  plaintiff  bar. 

For  example,  before  the  1960s,  damages  could  generally 
be  collected  only  under  a  number  of  fixed  conditions — if t 
the  defendant  was  actually  at  fault,  if  the  plaintiff  had  not 
contributed  to  the  accident,  if  the  plaintiff  had  not  volun- 
tarily assumed  obvious  risk  and  so  on.  Private  contracts, 
which  covered  most  transactions,  were  considered  invio- 
late. But  gradually,  judges  undermined  these  conditions. 
Defendants,  particularly  if  they  are  perceived  to  have 
"deep  pockets,"  have  begun  to  find  they  run  the  risk  of 
losing  lawsuits  even  if  their  involvement  is  minimal.  Even 
the  most  specific  contracts  to  the  contrary  are  ignored. 

"In  a  nutshell,  the  law  now  says  'Be  careless,  get  paid,' ' 
summarizes  Victor  E.  Schwartz,  a  partner  with  Washing-  j 
ton,  D.C.'s  Crowell  &  Moring  and  a  tort  reform  lobbyist. 
Similarly,  judges  have  allowed  a  proliferation  of  ever- 
more-ingenious damage  claims.  Formerly,  damages  were 
primarily  a  question  of  compensating  the  plaintiff  for  out- 
of-pocket  costs,  like  medical  expenses.  Now  nonmeasur- 
able  damage  claims  like  "pain  and  suffering,"  "loss  of 
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:iave  burgeoned.  And  "punitive"  damages  in  product  li- 

bility  cases,  upheld  only  three  times  in  the  first  200  years 
.  if  U.S.  history,  have  become  an  epidemic.  Even  compli- 

nce  with  federal  regulatory  standards  does  not  protect 

defendants  against  them. 
"Since  the  1960s,  courts  have  become  more  political," 

ays  Schwartz.  "Also,  there  is  a  feeling  on  the  part  of 
■udges  that  the  U.S.  is  behind  in  not  having  a  comprehen- 

ive  social  welfare  system.  Tort  law  has  become  a  system 

if  social  insurance." 
Judges  opened  the  honey  pot  because  they  wanted  to 

edistribute  the  wealth.  Plaintiff  attorneys  want  to  help. 

Partly,  plaintiff  attorneys  help  to  keep  the  honey  flow- 
ing by  sheer  relentless  pressure.  They  are  intensely 
notivated  to  come  up  with  new  moneymaking  gambits. 

Would  you  believe  "hedonic  damages" — the  value  an 
.ccident  victim  would  have  placed  on  his  future  happiness 
n  addition  to  his  loss  of  earnings, 
tain  and  suffering,  his  spouse's  loss  of 

•  onsortium,   etc.,   etc.?   How   about 

•  'posthumous  pain  and  suffering"? 
<Jew  York's  Robert  Sullivan  (Forbes' 
ncome  estimate:  $1.4  million)  once 
von  SI. 5  million  in  extra  damages  for 

'he  four  seconds  in  which  a  truck 

.ccident  victim  burned  to  death  ("We 

;ot  doctors  to  testify  his  brain  explod- 
ed").   Or    the    Big    Apple    Pothole 

lorp. — a     private     pothole     census 
1  ounded  by  Manhattan  plaintiff  attor- 

ley  Fred  Queller  (Forbes'  income  es- 

imate:  $1.25  million)  to  counter  New 

fork's  attempt  to  restrict  its  liability 

inly  to  accidents  involving  potholes 

if  which  it  had  been  informed. 

Quantity  counts  as  well  as  quality. 
:  V  plaintiff  attorney  firm  often  has  few 
i  irincipals  and  many  support  staff  be- 

ause  much  of  its  litigation  can  be 

nass-produced     boiler-plate,     some- 
>  imes  designed  simply  to  overwhelm 

he  defense.  (These  can  be  class  ac- 

ions,  another  feature  of  the  "legal 

evolution,"  but  plaintiff  lawyers  prefer  filing  individual 

uits  en  masse:  Class  action  fees  can  be  limited  by  the 
.udge.)  This  mass  production,  presumably,  is  how  Melvin 

telli  ($2.5  million)  came  to  file  a  claim  in  the  Dupont 
i'laza  Hotel  fire  case  on  behalf  of  an  injured  woman's 

msband,  who  had  been  dead  for  years. 
And  the  flies'  campaign  to  rock  the  honey  pot  is  helped 

>y  its  accumulating  financial  momentum.  For  example, 

nonies  won  by  plaintiff  attorneys  against  the  Dalkon 

ihield  contraceptive  case  went  directly  to  finance  further 

awsuits  against  other  (and  safer)  contraceptives  and  morn- 

ng-sickness  drugs. 
A  more  complex  factor:  the  disintegration  of  the  tradi- 

ional  code  of  legal  ethics.  In  his  book  on  the  litigation 

:xplosion  due  next  year  from  E.P.  Dutton,  Manhattan 

nstitute  Senior  Fellow  Walter  Olson  argues  that  the  "legal 

evolution"  has  also  seen  the  effective  erosion  of  long- 
standing rules  against  barratry  (inciting  clients  to  litigate). 

The  old  rules  told  lawyers  to  sit  around  passively  and 

vait  for  business,"  says  Olson.  "The  new  rules  encourage 

hem  to  recruit  clients,  stoke  their  grievances  and  run  the 

suit  for  maximum  dollar  output." 


Growth  industry 


Few  things  have  risen  as  relent- 
lessly as  tort  case  awards.  The 
dotted  lines  are  projections, 
based  on  prior  trends,  in  these 
two  active  markets. 
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The  traditional  code  was  enforced  partly  by  statute  and 
judicial  rulings,  but  also  by  consensus  within  the  profes- 
sion. Now,  however,  many  plaintiff  attorneys  are  openly 
hostile  to  its  restraints.  This  year  John  O'Quinn  (number 
8,  $8  million)  justified  his  hiring  nonlawyers  to  solicit 
clients  on  the  grounds  that  this  "case  running"  should  be 
legalized  in  Texas.  An  attempt  to  disbar  him  failed. 

But  the  plaintiff  attorneys'  most  important  leverage  on 
the  honey  pot  is  provided  by  their  interlocking  relation- 
ship with  two  key  groups:  judges  and  politicians. 

The  fellow-feeling  between  lawyers  and  judges  is  one  of 
the  more  obvious  facts  of  life.  So  obvious  that  some  years 
ago  a  judge  admitted  frankly  in  an  opinion  that  invalidat- 
ing contingent  fees  was  "an  unpleasant  task  for  courts, 
especially  this  one,  for  it  has  practiced  law  for  so  long  in 
the  vineyard  before  coming  to  the  bench  and  recognizes 
the  difficulties  of  maintaining  a  law  office.  ..."  Symboli- 
cally, New  York's  Jacob  Fuchsberg, 
ex-president  of  atla  and  founder  of  its 
magazine  Trial,  spent  some  years  as  a 
judge  on  New  York's  Court  of  Appeals 
before  returning  to  his  vineyard  (no 
Forbes  vineyard  estimate,  but  he  says 
it's  a  "multimillion-dollar"  one). 

In  some  states,  and  at  the  federal 
level,  judges  are  appointed.  But  the 
American  Bar  Association  rating  sys- 
tem, which  has  become  a  crucial  test 
for  judicial  nominees,  is  weighted  to- 
ward trial  experience — even  for  appel- 
late courts,  although  they  focus  ex- 
clusively on  points  of  law.  This  obvi- 
ously favors  both  the  plaintiff  and 
defense  bars  over  corporate  lawyers 
and  legal  academics. 

Where  judges  are  elected,  the  role  of 
the  plaintiff  attorneys  has  become  no- 
torious: campaign  contributions.  In 
Texas,  the  fundraising  drive  support- 
ed by  Joe  Jamail  and  Pat  Maloney  ($6 
million)  was  so  successful  that,  ac- 
cording to  one  Texas  attorney,  "until 
last  year  the  plaintiff  bar  owned  and 
controlled  the  Texas  Supreme  Court."  And  Maloney  is 
confident  that  1988's  election  reversal  will  be  corrected  in 
1990:  "We  are  resilient,  and  we  will  bounce  back." 

It  is  another  obvious  fact  of  life  that  many  politicians  are 
lawyers.  Sixty  out  of  100  U.S.  senators  and  186  out  of  435 
House  members  have  law  degrees.  At  least  48  senators  and 
161  House  members  have  been  practicing  lawyers,  includ- 
ing majorities  on  both  Senate  and  House  Judiciary  Com- 
mittees. Perhaps  the  most  significant:  Senator  Ernest  Hol- 
lings  (D-S.C),  a  trial  attorney  and  a  founder  of  atla's 
predecessor,  now  chairman  of  the  Senate  Commerce  Com- 
mittee, where  he  is  ideally  placed  to  stop  tort  reform 
legislation. 

atla  has  given  money  to  1,485  Congressional  Demo- 
crats and  656  Republicans  since  1977.  In  1987-88,  it  dis- 
bursed $3.9  million.  And  this  doesn't  include  plaintiff 
attorneys'  individual  contributions. 

"They're  a  highly  focused  lobby,"  says  tort  reform  lob- 
byist Victor  Schwartz  ruefully.  "They've  neier  lost  on  an 
issue  before  Congress." 

Plaintiff  attorneys  are  also  intimately  involved  with 
state  politics.  "I  am  on  a  first-name  basis  with  all  the 
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legislators  from  Dade  County,"  boasts  Miami's  J.B.  Spence 
($2.5  million).  Corpus  Christi's  William  Edwards  says  that 
he  and  partner  David  Perry  (each  $2  million)  have  spent  a 
total  of  seven  months  in  the  past  two  years  with  the  state 
senate  in  Austin  drafting  legislation  during  tort  reform 
battles. 

The  legislative  influence  of  trial  lawyers  may  extend  far 
beyond  such  obvious  causes  as  blocking  tort  reform  and 
attempts  to  cap  damages  and  restrict  contingent  fees. 
Some  observers  suspect  it  in  the  chronic  vagueness  of 
many  recent  statutes,  whose  meaning  must  be  fought  out 
in  litigation.  Two  other  legislative  habits  that  make  life 
nicer  for  plaintiff  attorneys,  particularly  in  the  environ- 
mental, civil  rights  and  regulatory  areas:  provision  for 
paying  fees  of  attorneys  suing  the  government — not  mere- 
ly if  they  win  but  sometimes  even  if  they  just  raise  a 
"novel  legal  argument" — and  the  provision  for  private 
causes  of  action,  so  that  private  indi- 
viduals can  sue  to  ensure  compliance 
with  the  law. 

This  species  of  forensic  vigilantism 
has  attracted  Herb  {"I'm  the  best 
damn  lawyer  in  America — I  take  shit 
cases  and  turn  them  into  gold")  Hafif. 
Hafif  (number  2,  $40  million)  says  he 
has  invested  around  $4  million  to  $5 
million  from  his  practice,  primarily 
personal  injury,  in  prosecuting  whis- 
tle-blower cases  against  defense  com- 
panies as  permitted  by  recent  legisla- 
tion. His  aim:  "to  clean  up  the  defense 
industry." 

Plaintiff  attorneys  take  lobbying  se- 
riously, atla  has  equipped  itself  with 
top  professionals:  Washington  lawyer 
Tom  Boggs  ($1.6  million  on  Forbes' 
corporate  lawyer  list),  son  of  former 
Democratic  Majority  Leader  Hale 
Boggs  and  Representative  Lindy  Boggs 
(D-La.);  and  Republican-linked  con- 
sultants Timmons  &  Co. 

Lobbying  in  a  broader  sense,  the 
plaintiff  attorneys  also  have  a  self- 
described  "public  interest  arm":  the  three-lawyer, 
$650,000-a-year  Trial  Lawyers  for  Public  Justice,  tlpj's 
mandate  is  apparently  to  boldly  go  where  no  plaintiff 
attorney  has  gone  before.  It  pursues  both  quixotic  liberal 
causes,  such  as  the  Christie  Institute's  Rico  suit  alleging 
that  a  "secret  team"  of  conservatives  and  ex-intelligence 
officials  mixed  drug-running  with  aid  to  the  Nicaraguan 
contras;  and  also  ingenious  but  marginal  litigation  theo- 
ries, such  as  the  claim  that  automakers  are  liable  for  crash 
injuries  since  the  invention  of  airbags  because  they  have 
not  made  them  standard. 

One  student  of  plaintiff  attorneys  believes  their  most 
effective  lobbying  is  done  for  them.  "They're  no-see-ums," 
complains  Victor  Schwartz,  comparing  plaintiff  attorneys 
with  the  microscopic  but  painful  Vermont  bug.  "What  you 
see  is  Ralph  Nader." 

Nader,  after  eight  years,  is  back  on  the  inside,"  head- 
lined the  New  York  Times  this  spring  after  Nader  attend- 
ed a  White  House  signing  ceremony  for  a  bill  that  "tight- 
ened protections  for  federal  whistle-blowers."  By  a  re- 
markable coincidence,  similar  articles  appeared  around 
the  same  time  in  major  business  magazines. 


Averaging  up 


A  rarity  just  a  decade  ago,  the 
$1 -million-plus  award  is  now 
merely  average  in  San  Francisco 
and  Cook  County.  (Dotted  lines 
are  based  on  past  trends.) 


Cook  County 


J_ 


'60-'64      •65-,69      '70-'74     •7S-79     ,80-'84      '89 

•  Forbes  averaged  trend. 

Soon  a  Derived  from  studies  by  The  Institute  for 

Civil  lustice.  The  Rand  Corp 


Actually,  Nader  never  went  away.  He  is  widely  creditec 
with  inspiring  many  of  Washington's  alphabet-soup  regu 
latory  agencies.  But  perhaps  more  significant  has  been  hi; 
role  in  encouraging  the  extension  of  liability  and  in  sup 
pressing  the  screams  of  insurance  companies,  who  get  tht 
blame  when  rates  go  up  but  are,  in  effect,  just  collectior 
agencies  for  the  plaintiff  attorneys.  "The  [insurance]  in 
dustry  is  intimidated  by  him,"  says  George  K.  Bernstein,  J 
Washington  insurance  lawyer. 

Nader  and  the  plaintiff  attorneys  are  clearly  good  friend: 
who  go  back  a  long  time.  Even  before  he  became  famou: 
with  his  1965  book  attacking  the  Corvair,  Unsafe  at  An) 
Speed,  he  published  an  article  on  the  theme  in  atla's  Tria 
magazine.  An  ex-Nader-raider  is  now  on  Forbes'  list- 
Richard  Warren  Mithoff  (number  10,  $7.4  million).  Tria 
Lawyers  for  Public  Justice  was  founded  at  Nader's  sugges 
tion.  Recently  Nader  was  the  speaker  at  the  Texas  Tria 
Lawyers   Association's   annual    ban 
quet.  "We  had  most  of  the  Texas  Su 
preme  Court  there;  they  were  actualh 
sitting  up  on  the  stage  while  Nade 
was  at  the  podium,"  says  Bob  Gibbin: 
($3.7  million).  "Nader  supports  all  o  ' 
our  issues  and  we  support  all  of  his.' 
How?  Do  plaintiff  attorneys  con 
tribute  to  Nader's  organization?  (om  | 
estimate  of  its  budget:  $5  million-i; 
raised   55%    from   individuals,    15°/(ii 
from  foundations). 

In  the  past  Nader  has  violently  re  j 
sisted  this  suggestion,  not  surprising  1 
ly  since  he  has  regularly  argued  tha 
contributions  can  mean  conflict  of  in  < 
terest.  Former  New  Republic  managinn 
editor  David  Sanford,  in  his  book  A/ev'l 
Ralph:  Is  Nader  Unsafe  for  America?  de 
scribed  Nader's  "hysterical,  personal 
ly  abusive  reaction"  to  a  1972  artick 
in  the  magazine  linking  the  fact  that ; 
Nader  organization  had  accepted 
$10,000  check  from  atla  to  Nader' 
opposition     to     no-fault     insurano 
(which  he  still  maintains,  unlike  oth 
er  consumer  organizations.)  The  check  was  later  returnei 
in  what  Sanford  called  a  "cover-up."  Sanford,  today  ai 
editor  with  the  Wall  Street  Journal,  stands  by  his  account 
"Ralph  believes  in  an  aristocracy  of  trial  lawyers,"  he  says 
Some  of  the  aristocrats  are  less  shy.  "We  are  wha 
supports  Nader.  We  all  belong  to  his  group.  We  contribut 
to  him,  and  he  fundraises  through  us,"  says  Fred  Levi: 
($7.5  million).  "I  can  get  on  the  phone  and  raise  $100,001 
for  Nader  in  one  day,"  says  Herb  Hafif.  "We  support  hin  fa 
overtly,  covertly,  in  every  way  possible,"  says  Pat  Ma 
loney.  "He  is  our  hero.  We  have  supported  him  for  decades  I 
I  don't  know  what  the  dollar  amounts  would  be,  but 
would  think  it  would  be  very  large,  because  we  have  th 
money  and  he  has  our  unabridged  affection.  I  would  thin) 
we  give  him  a  huge  percentage  of  what  he  raises.  Wha 
monied  groups  could  he  turn  to  other  than  trial  lawyers?' 
But  Joan  Claybrook,  president  of  Public  Citizen,  Nader' 
core  organization,  says  Public  Citizen  receives  no  mone 
from  atla.  And  she  adds:   "We  have  50,000  member 
[contributors  of  $20  or  more].  I  would  be  surprised  if  ther 
were  20  members  of  the  plaintiff  bar  among  them." 
There  are  plenty  of  pointed  questions  that  an  aler 
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Only  you  know  how  much  time,  money  and  effort 
you've  invested  to  build  your  business.  When  it  is 
time  for  you  to  convert  some  or  all  of  the  equity  in 
your  business  into  a  liquid  asset,  you  will  want  to 
receive  the  maximum  return  for  this  investment.  To 
do  so,  you  may  need  to  place  an  objective  and  sup- 
portable value  on  all  or  part  of  your  business. 

Consider  Merrill  Lynch  Business  Brokerage  and 
Valuation,  Inc.  professionals  with  wide-ranging  expe- 
rience in  valuation  of  closely-held  firms.  When  you  de- 
cide to  sell  or  recapitalize  your  business,  buy  another, 
set  up  an  ESOP  or  plan  your  estate,  they  can  help. 

If  your  decision  is  to  sell  your  business,  the  busi- 
ness brokerage  division  can  utilize  their  global 
resources  to  find  the  right  buyer,  and  do  so  with 
speed,  accuracy  and  discretion. 

To  find  out  how  Merrill  Lynch  Business  Brokerage 
and  Valuation,  Inc.  can  help  you  realize  the  value  of 
your  business,  talk  to  a  Merrill  Lynch  Financial  Con- 
sultant, return  the  coupon  below  or  call  us  toll-free, 
Monday  through  Friday,  and  we  will  provide  you  with 
more  information  regarding  these  services. 


1-800-637-7455,  ext.  5898 


r. 


Mail  to:  Merrill  Lynch,  Pierce,  Fenner  and  Smith  Inc. 
Response  Center,  PO  Box  30200 
New  Brunswick,  NJ  08989-0200 

□  Please  send  me  more  information  about  how  Merrill  Lynch  Business 
Brokerage  and  Valuation,  Inc.  can  help  me  realize  the  value  of  my  business. 

Name 


~l 


Address. 
City 


_State- 


_Zip. 


Bus.  Phone. 


_Home  Phone  . 


Merrill  Lynch  clients,  please  give  name  and  office  address  of  your  Financial 
Consultant: 
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consumer  organization  could  ask  the  plaintiff  attorneys. 

Such  as:  Is  there  enough  competition  between  them— 
research  suggests  their  contingent  fees  tend  to  "clump"  at 
one-third  and  40%  of  the  award — just  the  sort  of  suspi- 
cious "parallel  behavior"  that  has  caused  plaintiff  attor- 
neys to  sue  other  industries,  alleging  antitrust  violations. 
Do  plaintiff  attorneys  disclose  enough  to  prospective  cli- 
ents— should  they  offer  a  choice  of  contingent  fees  or 
hourly  billing?  Indeed,  why  are  plaintiff  attorneys  allowed 
to  demand  contingent  fees  at  all  in  cases  where  there  is 
plainly  no  contingency — such  as  aircrash  cases,  in  which 
liability  is  not  in  doubt  as  a  practical  matter,  with  the 
result  that  some  plaintiff  attorneys  have  received  fees 
equivalent  to  $10,000  an  hour?  Or 
with  successful  plaintiff  attorneys 
regularly  choosing  their  cases  so  care- 
fully that  95%  settle  out  of  court?  Or 
in  commercial  cases,  when  the  client 
is  not  indigent?  Do  clients  have 
enough  control  over  the  expenses  that 
plaintiff  attorneys  deduct  from  a  set- 
tlement? What  about  practices  like 
requiring  all  personal  injury  clients  to 
reconfirm  their  hurts  with  particular 
doctors,  at  a  high  price  that  can  be 
passed  to  the  defendant?  (Doctor  al- 
lies are  often  defended  by  the  plain- 
tiff attorney  in  any  malpractice 
suits.)  What  about  allegations 
that  plaintiff  attorneys  repre- 
senting union  clients  some- 
times pay  kickbacks  to  the 
union  business  manager? 

Public     Citizen's     Claybrook 
says  she  "doesn't  know  the  an- 
swer" to  fee-clumping  and  disclo 
sure.  "I  am  not  a  trial  lawyer,  and  I've 
never  gone  into  the  issue."  Public 
Citizen  has  said   that   contingency 
fees  should  not  exceed  one-third,  and 
where  the  award  is  large  "we  would 
hope  the  lawyer  would  take  less." 
Otherwise  Claybrook  defends  con- 
tingency    fees     on     the     standard 
grounds  that  some  clients  can't  af- 
ford hourly  rates  and  "a  plaintiff  law- 
yer gets  paid  only  when  he  wins." 

Claybrook  will  have  an  opportunity  to  "go  into"  these 
issues  the  next  time  Trial  Lawyers  for  Public  Justice  and 
atla's  Civil  Justice  Foundation  have  board  meetings. 
She's  on  both. 

I  saw  you  earlier  today,  like  sneak  thieves  in  the  night, 
slipping  in  here  without  nametags  to  snoop  on  our 
proceedings.  A  message  to  you,  you  medicine  men  of  the 
oil  slick,  you  fork-tongued  serpents  of  the  dollar.  You  have 
no  need  to  sneak  in  here,  'cuz  right  after  this  meeting,  we 
are  coming  after  you  I'm  tired  of  playing  defense.  .  .  .  All 
the  plaintiff  lawyers  of  America  are  coming  after  you,  you 
insurance  demagogues,  because  we  owe  you  one.'" 

Southern  oratory  is  not  dead.  New  Orleans'  Russell 
Herman  (Forbes  income  estimate:  $1.3  million)  took  time 
during  his  presidential  address  to  July's  atla  Annual  Con- 
vention to  direct  these  fraternal  words  at  another  lobby, 
the  National  Conference  of  Insurance  Legislators,  conven- 
ing by  unhappy  coincidence  in  the  same  Boston  hotel. 


Tort's  troubling  costs 


The  chart  represents  the  total 
cost  of  tort  to  the  economy.  Of 
this  total,  the  actual  plaintiffs 
receive  less  than  half. 


Court 
expenditures      Claims 
2%  processing 

2% 
Source  Derived  from  studies  by  The  Institute  for 
Civil  lustice.  The  Rand  Corp 


About  3,000  plaintiff  attorneys  came  buzzing  from  all 
over  the  country  to  the  weeklong  convention.  They  at- 
tended a  vast  selection  of  lectures  on  .technical  subjects. 
They  honored  friendly  journalists  and  judges — Chief  Jus- 
tice Paul  Liacos  of  Massachusetts,  and  Justice  Pascal  Cala- 
gero  of  Louisiana,  who  thanked  atla  President  Herman 
for  "helping  me  continue  to  win  elections."  They  attended 
35  separate  "litigation  groups"  with  names  like  "Silastic 
Gel  Breast  Implants"  and  "Bic  Lighters,"  where  they 
swapped  information  and  strategies.  Herman  announced 
that  a  larger  clearinghouse,  the  atla  Exchange,  is  to  accu- 
mulate "a  cavalcade  of  horrors"  for  use  by  atla  members 
in  personal  injury  and  other  cases. 

Notwithstanding   a   luncheon   ad- 
dress by  cool  conservative  columnist 
George  Will,  the  convention's  atmo- 
sphere was  rather  like  a  liberal  ver- 
sion of  a  fundamentalist  revival  meet- 
ing: emotional,  evangelical,  moralis- 
tic.    Bob     Gibbins     described     his 
accepting  atla's  vice  presidency  as 
"taking  on  the  cause  for  the  injured 
and  suffering,  victimized,  minorities 
and  women." 
Plaintiff  attorneys  are  an  anomaly, 
ike   journalists   and   academics:   a 
professional  group  whose  politics 
on  average  are  decisively  to  the 
left  of  others  of  comparable  in- 
come. "There  are  a  few  Republi- 
can trial  lawyers,  but  few  in 
number,"    says    Pat    Maloney. 
"You  can  pick  them  out,  because' 
they  wear  peculiar  clothes." 
"Most  of  us  are  liberal  Demo- 
crats," says  Mike  Gallagher  ($2.5 
million),  recommended  to  Forbes  as 
a  token  Republican.  (But  he  says  he 
supported     Edward     Kennedy     and 
Lloyd  Bentsen — and  contributes  to 
Ralph  Nader.)  Does  he  know  any  oth- 
er Republican  plaintiff  lawyers?  Gal- 
lagher chuckles:   "I  saw  one  other 
one,  one  time." 

Among  some  plaintiff  attorneys, 
political  alienation  runs  very  deep 
indeed.  "I  think  it's  a  bitter  shame 
about  this  society,  the  Russians  have  got  a  more  respon- 
sive political  system  than  we  do,"  says  Herb  Hafif,  would- 
be  cleanser  of  America's  defense  industry. 

This  hostility  toward  American  institutions  sometimes 
even  includes  Forbes.  "Why  would  Forbes  magazine  want 
to  be  here?"  asked  atla  Secretary  Roxanne  Conlin  (esti- 
mated income:  $750,000).  "I  mean,  we  sue  your  readership 
regularly,  and  we  enjoy  doing  it  very  much." 

Plaintiff  attorneys  unquestionably  believe  their  own 
rhetoric.  At  least  atla's  Civil  Justice  Foundation  thinks 
so.  Its  fundraising  leaflet  at  the  convention  began:  "As  a 
trial  lawyer,  you  profit  from  your  work  in  many  ways — the 
sweet  success  of  righting  an  egregious  wrong,  the  triumph 
of  empowering  the  powerless,  the  certain  knowledge  of 
your  role  in  penalizing  wrongdoers." 
All  this  and  $10  billion,  too. 

A  specter  is  haunting  the  plaintiff  attorneys — the  spec- 
ter of  tort  reform.  After  30  years,  the  flies  rocking  the 
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Brothers  in  bucks 


Y'ou  might  as  well  put  together  a  list  of  prostitutes 
and  how  much  money  they  make/'  snarled  tort 
lawyer  and  Inner  Circle  founder  Richard  Grand,  when 
Forbes  asked  to  interview  him.  "How  would  you  like  it 
if  I  wrote  an  article  telling  the  world  where  you  jog  in 
Central  Park?" 

Grand's  surliness  was  in  sharp  contrast  to  the  clear 
skies  over  Sun  Valley,  Idaho,  this  year's  venue  for  the 
annual  summer  meeting  of  the  Inner  Circle  of  Advo- 
cates— the  highly  exclusive  fraternity  of  personal  injury 
lawyers  founded  in  1972  to  celebrate  the  tort  industry's 
cherished  trophy:  the  million-dollar  verdict. 

Thanks  to  inflation  (both  the  monetary  and  legal 
kind),  a  million-dollar  verdict  isn't  what  it  used  to  be. 
But  the  Inner  Circle  is  more  than  keeping 
pace.  To  qualify  today,  a  lawyer  needs  four 
verdicts  of  over  a  million  dollars  upheld  on 
appeal.  Punitive  damages  don't  count.  And 
membership  is  limited  to  100  attorneys — of 
"high  moral  character." 

Forbes'  listing  of  the  nation's  highest-paid  lawyers 
includes  26  Inner  Circle  members.  Some  openly  boast- 
ed of  their  big  verdicts  and  settlements,  while  others 
like  Richard  Grand  wished  we  would  go  away.  As 
Sheldon  Schlesinger  (who  earned  $4.5  million  last  year) 
put  it:  "Forbes  showing  up  here  makes  all  these  guys 
very  nervous." 

Inner  Circle  sessions  at  the  annual  meeting  are 
closed-door;  not  even  wives  of  this  so-far  all-male  group 
are  allowed  to  attend.  But  between  golf  and  mountain 
biking,  the  "brothers,"  as  some  like  to  call  themselves, 
convene  to  swap  strategies  and  stories  about  their  latest 
victories. 

In  one  session,  Florida's  Frederic  Levin,  who  last  May 
won  a  $5  million  wrongful  death  case  in  a  one  day  trial, 


noted  that  his  celebrity  status  as  a  local  tv  host  is  a  big 
asset.  "Every  juror  in  Pensacola  knows  me,"  he  said. 
Veteran  Inner  Circler  and  Californian  Dave  Harney 
recounted  his  winning  a  total  lifetime  payout  of  around 
$54  million  for  a  brain  damaged  child.  In  addition  to 
compensating  the  child  for  a  lifetime  of  medical  care  as 
well  as  for  pain  and  suffering,  says  Harney,  "they  [the 
jury]  have  her  going  to  college  and  earning  $30,000  a  year 
by  age  22.  We  had  a  neonatologist  give  her  a  normal  life 
expectancy" — all  with  5.5%  to  6%  interest  annually. 

Now  you  know  why  your  doctor  has  to  raise  his  fees 
to  pay  the  high  cost  of  malpractice  insurance. 

One  contribution  to  the  Inner  Circle  is  Joseph  Ja- 
mail's  kiss  (Keep  it  Simple  Stupid)  Principle.  Juries, 
according  to  Jamail,  don't  understand  much 
and  don't  like  being  bombarded  with  facts. 
A  roundtable  discussion  focused  on  the 
plan  to  introduce  satellite  tv  into  the  court- 
room, beaming  in  clients  and  expert  testi- 
mony from  other  cities,  and  even  countries. 
tv  testimony  would  cost  as  high  as  $12,000  an  hour. 
But  Inner  Circle  members  can  easily  spend  $200,000  on 
one  multimillion-dollar  case. 

One  big  benefit  of  Inner  Circle  membership:  the 
group's  expert  witness  database,  not  meant  to  be 
shared  with  nonmembers.  These  doctors,  engineers 
and  economists  can  demand  up  to  $2,000  for  one 
day's  consultation,  and  as  much  as  $10,000  for  two 
days  in  trial. 

Guy  Allison,  on  Forbes'  list  at  $4  million  but  not  a 
member  of  the  Inner  Circle,  is  unimpressed.  Says  he: 
"All  the  Inner  Circle  does  is  sit  around  and  boast  about 
their  big  deals.  It's  like  boys  in  the  locker  room  talking 
about  how  many  girls  they've.  .  .  ."  They've  got  a  lot  to 
brag  about. — Leslie  Spencer 


oney  pot  may  finally  have  provoked  America  to  replace 
le  lid. 

In  1985-86  insurance  rates,  forced  ever  upward  and  in 
Dod  part  because  of  raids  by  the  plaintiff  lawyers,  threat- 
led  to  close  popular  public  services  for  want  of  insurance. 
!  he  media  is  publicizing  useful  products  allegedly  kept  off 
I  ie  market  for  fear  of  litigation,  notably  an  asbestos  substi- 
lte  developed  by  Monsanto.  Peter  Huber's  book  Liability 
as  focused  attention  on  the  total  "tort  tax"  on  the  econo- 
my. Hubqr  estimates  that  individuals,  businesses  and  gov- 
"nments  pay  at  least  $80  billion  a  year  directly,  in  such 
ays  as  litigation  costs  and  higher  insurance  premiums, 
I  id  a  total  of  $300  billion  indirectly,  counting  the  cost  of 
forts  to  avoid  liability. 

Ultimately,  this  "tort  tax"  is  paid  by  the  consumer.  For 
,  cample,  an  estimated  55%  of  the  average  football  hel- 
met's $110  cost  is  now  due  to  liability  insurance  costs, 
clmetmakers  on  the  margin  have  been  squeezed  out  of 
Jsiness:  In  1970  there  were  about  18,  now  there  are  2. 
nd  sports  on  the  margin  are  being  squeezed  out,  too:  A 
cent  survey  found  that  several  hundred  colleges  and 
liversities  have  eliminated  sports  such  as  flag  football, 
Dncompetitive  diving,  canoeing  and  hiking  because  of 
lability  costs. 


Partly  as  a  result,  sophisticated  new  tort  reform  lobbies 
are  emerging — such  as  North  Palm  Beach,  Fla.'s  Coalition 
of  Americans  to  Protect  Sports  and  the  defense  bar's  Wash- 
ington, D.C. -based  Lawyers  for  Civil  Justice. 

But  the  plaintiffs'  attorneys  are  fighting  back  fiercely. 
They  blame  the  insurance  industry,  sometimes  striking  a 
public  chord,  as  when  California  passed  Proposition  103, 
rolling  back  auto  rates.  Their  argument  is  made  superfi- 
cially appealing  as  the  rates  crunch  eases,  although  this  is 
probably  a  cyclical  phenomenon. 

The  battle  for  tort  reform  is  now  raging  across  the  states. 
But  it's  entirely  possible  that  it  could  be  lost,  much  as  no- 
fault  automobile  insurance  was  effectively  blocked  during 
the  1970s. 

Still,  some  states  have  begun  to  allow  courts  to  assess 
costs  against  frivolous  actions.  Perhaps  this  is  the  first  step 
to  some  sort  of  "English  rule"  whereby  either  side  must  be 
prepared  to  pay  the  other's  costs  if  their  action  is  unsuc- 
cessful. Decisively  altering  the  plaintiff's  incentives  to 
litigation,  the  "English  rule"  may  be  the  ultimate  tort 
reform. 

Without  it.  the  swarming  plaintiff  attorneys  may  do  to 
the  American  economy  what  labor  unions  did  to  the 
British.  ■ 
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The  Best  Paid  Trial  Lawyers 


On  the  basis  of  our  estimates  of  their  1987  and  1988  earnings,  these  are  the  country's 
ten  highest  paid  trial  lawyers.  Other  well  paid  trial  lawyers  follow. 


The  top  ten 


Jamo  '■' 


1.  JOSEPH  DAHR  JAMAIL 

Jamail  &  Kolius,  Houston,  Tex. 

1988  income:  $450  million     1987  income:  $25  million 


Jamail,  63,  graduated  from  the  University  of 
Texas  law  school  and  is  best  known  for  the 
victory  in  the  1987  Texaco-Pennzoil  case  that 
brought  him  an  estimated  $420  million  in  fees. 
Jamail  spent  around  $5  million  on  a  19-passen- 
ger  Gulfstream  jet.  His  personal  injury  practice 
won  over  $100  million  in  judgments  and  set- 
tlements in  1988,  and  $75  million  in  1987,  of 
which  the  firm  reaped  about  a  third.  "I  never 


wash  windows,"  he  says,  "nor  do  I  work  by  the 
hour."  Recent  cases  include  winning  a  $52 
million  verdict  in  a  Texas  wrongful  death  suit 
that  settled  in  1988  for  $22  million.  Jamail's 
seven  associates  are  on  salary  and  are  guaran- 
teed a  percentage  of  profits;  they  also  get  a 
percentage  of  the  cases  they  win.  (As  with  all 
salaries  in  this  survey,  the  income  figures  are 
for  Jamail  alone,  not  for  his  firm.) 


2.  HERBERT  HAFIF 

Law  Offices  of  Herbert  Hafif,  Claremont,  Calif. 

1988  income:  $40  million     1987  income:  $15  million 

Hafif,  59  and  a  graduate  of  the  University  of 
Southern  California  law  school,  has  brought 
three  "whistleblower"  cases  against  defense 
contractor  Northrop  Corp.  on  behalf  of  former 
and  present  Northrop  employees  and  the  gov- 
ernment. His  firm's  tactics  in  these  cases  have 
already  brought  a  $5,000  sanction  and  an  order 
to  pay  $58,000  to  cover  Northrop's  legal  bills. 
(The  order  has  been  reduced  to  $5,000.)  He 
made  national  headlines  with  the  $540  million 

3.  GERALD  MICHADD 

Michaud,  Hutton  &  Bradshaw,  Wichita,  Kans. 
1988  income:  $18  million     1987  income:  $9  million 

Age  60.  Graduate  of  Washburn  University  law 
school.  A  leading  player  in  dtp,  toxic  shock 
and  live  polio  vaccine  cases.  Michaud  has  han- 
dled over  500  birth  control  pill  cases  since  the 
late  1960s.  Recent  cases  include  a  $16  million 
verdict  in  1988  in  a  toxic  shock  syndrome  case 


he  won  against  ComputerLand  in  a  1988  tort 
case  he  brought  on  behalf  of  Micro  Vest.  That 
judgment  gave  Hafif  5%  of  the  company's 
stock,  worth  $25  million;  he  now  represents 
ComputerLand.  Big  cases  include  a  1986  set- 
tlement with  bkk  Corp.  for  over  $43  million 
made  on  behalf  of  some  500  plaintiffs  who 
charged  bkk  with  operating  an  unsafe  landfill. 
His  take:  $13  million.  Ran  unsuccessfully  as  a 
Democrat  for  governor  of  California  in  1974. 


brought  against  Playtex  International.  Mi- 
chaud's  take:  $4  million.  In  1988  alone  he 
closed  some  20  cases,  each  of  which  was  worth 
over  $1  million.  Has  taken  home  over  $5  mil- 
lion annually  for  the  last  ten  years.  Owns  an 
80-acre  ranch  and  30  quarter  horses. 


4.  WALTER  UMPHREY 

Umphrey  Swearingen  Eddins  &  Carver,  Beaumont,  Tex. 
1988  income:  $14.5  million     1987  income:  $12.5  million 


1  Jniuml- 


Umphrey  is  53.  Started  out  as  insurance  adjus- 
tor.  Graduated  from  Baylor  University  law 
school;  was  a  pioneer  in  asbestos  litigation.  In 
1985  he  was  the  leading  lawyer  in  a  $138 
million  settlement  in  a  class  action  products 
liability  suit  against  16  asbestos  firms.  Earn- 

5.  MAX  TOBEROFF 

Toberoff,  Tessler  &  Schochet,  New  York,  N.Y. 
1988  income:  $12  million     1987  income:  $6  million 

Toberoff,  67,  is  known  as  the  medical  malprac- 
tice king  of  New  York,  with  a  specialty  in 
running  down  podiatrists.  Claims  to  have  lost 
only  6  of  the  600  cases  he  has  tried.  A  ten-week 
medical  malpractice  trial  in  1988  brought  an 


ings:  $18.2  million.  Umphrey's  Beaumont  firm 
made  over  $23  million  in  1988.  His  Houston 
firm  recently  merged  with  Houston  labor  law 
firm  Watson,  Flynn  &  Bensik,  and  counts 
among  its  clients  the  Oil,  Chemical  &  Atomic 
Workers  Union.  Has  two  planes,  a  helicopter. 


$11.5  million  verdict.  He  boasts  that  he  settled 
5  cases  over  the  phone  during  that  trial,  for  an 
extra  $15  million.  Owns  an  apartment  in  Paris 
worth  over  $2  million,  and  a  villa  near  Cannes. 
He  graduated  from  Brooklyn  Law  School. 


.'lU 
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6.  ERNEST  CANNON 

Ernest  Cannon  &  Associates,  Houston,  Tex. 

1988  income:  $7  million     1987  income:  $11  million 

A  University  of  Texas  law  school  grad,  Can- 
non, 45,  operates  mainly  out  of  Texas'  Mata- 
gorda County,  famous  for  its  multimillion- 
dollar  judgments  (Forbes,  Apr.  7, 1986].  In  1988 
Cannon  won  about  $40  million  in  gross  recov- 
eries, and  some  $70  million  in  1987.  His  tar- 
gets include  Ford  Motor  Co.  Also  in  1988  he 
won  $23  million  for  a  5-year-old  client  who 


was  severely  injured  while  riding  a  lawn- 
mower.  Cannon  convinced  the  jury  that  the 
manufacturer,  Ariens  Co.,  was  grossly  negli- 
gent. Punitive  damages  in  the  case  were  $13 
million.  (Ariens  subsequently  settled.)  Known 
for  his  close  ties  to  local  judges:  In  one  of 
Cannon's  cases  a  6-year-old  plaintiff  sat  on  the 
judge's  lap  to  deliver  her  closing  testimony. 


7.  RONALD  D.  KRIST 

Krist,  Gunn,  Weller,  Neumann  &  Morris,  Houston,  Tex. 
1988  income:  $9  million     1987  income:  $7.5  million 


Best  friends  with  Joe  Jamail,  Krist  won  head- 
lines for  representing  some  of  the  families  of 
the  Challenger  space  shuttle  astronauts.  The 
amount  of  the  settlement  is  under  seal,  but  it's 
in  the  many  millions  of  dollars.  Krist  won  the 


8.  JOHN  O'QUINN 

O'Quinn,  Kerensky  &  McAninch,  Houston,  Tex. 
1988  income:  $8  million    1987  income:  $6  million 

Age  48.  Graduated  from  the  University  of 
Houston  law  school.  The  State  Bar  of  Texas 
has  just  completed  an  investigation  into 
whether  O'Quinn  paid  people  to  solicit  clients 
for  him.  The  bar  found  him  guilty,  but  rather 
than  disbar  him,  it  merely  charged  O'Quinn  a 
nominal  fine  for  his  crime  and  ordered  him  to 


first  "crashworthiness"  case  in  Texas  against 
General  Motors  in  1976.  His  seven  associates 
pay  their  own  overheads  and  make  whatever 
they  can  on  their  cases.  A  graduate  of  the 
University  of  Texas  law  school,  Krist  is  52. 


perform  100  hours  of  public  service.  O'Quinn 
recently  won  a  breach  of  contract  verdict 
for  over  $600  million  against  Tenneco,  which 
later  settled  for  an  undisclosed  sum.  His 
fees  from  this  settlement  alone  will  raise 
O'Quinn's  gross  income  for  1989  to  about  $50 
million. 


9.  STANLEY  S.  SCHWARTZ 

Sommers,  Schwartz,  Silver  &  Schwartz,  Detroit,  Mich. 
1988  income:  $7  million     1987  income:  $6.2  million 


Schwartz,  57,  specializes  in  birth  trauma  cases. 
His  firm  employs  66  lawyers  and  100  support 
staff,  and  processes  over  100  infant  brain  dam- 
age cases  a  year.  These  cases  yield  annual 
settlements  of  over  $100  million,  of  which  the 


firm  takes  a  third.  The  firm  employs  ten  nurses 
full  time  to  evaluate  the  60  cases  a  month  that 
come  into  his  office.  A  University  of  Michigan 
law  school  graduate,  he  has  written  a  two- 
volume,  1,500-page  treatise  on  birth  trauma 


10.  RICHARD  WARREN  MITHOFF 

Mithoff  &  Jacks,  Houston,  Tex. 

1988  income:  $7.4  million     1987  income:  $5.4  million 


Mithoff  is  43,  graduated  from  the  University  of 
Texas  law  school  and  specializes  in  product 
liability  and  medical  malpractice.  After  work- 
ing for  Ralph  Nader  as  a  law  student,  he  spent 
nine  years  as  a  lawyer  with  Joe  Jamail.  In  1986 
he  won  a  $50  million  settlement  from  North 
Texas  Hospital  for  an  infant  brain  damage 
case.  Soon  after,  Mithoff  set  up  a  $100,000 


endowment  for  the  University  of  Texas  medi- 
cal school  to  improve  training  in  delivery  room 
techniques.  Last  year  gross  recoveries  from 
verdicts  and  settlements  were  $21  million,  and 
the  year  before,  $16  million.  Out  of  this  Mit- 
hoff takes  40% .  Represented  his  friend  Jamail 
pro  bono  in  a  1986  contract/fee  dispute  Jamail 
had  with  a  referring  lawyer. 
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Lawyer/firm 

Location 

Estimated 
1988  income 

(Smillions) 

Estimated 
1987  income 
(Smillions)         Law  school 

Age 

Gilbert  (Buddy)  Low/Orgain,  Bell  &  Tucker 

Beaumont,  TX 

8.5 

3.0 

Univ  of  Texas 

56 

Frederic  Levin/ 

Levin,  Middlebrooks,  Mabie,  Thomas,  Mayes  &  Mitchell 

Pensacola,  FL 

7.5 

5.0 

Univ  of  Florida 

52 

Philip  Corboy/Corboy  &  Demetrio 

Chicago,  IL 

7.0 

5.7 

Loyola  Univ 

65 

F.  Scott  Baldwin/Baldwin  &  Baldwin 

Marshall,  TX 

6.0 

4.0 

Univ  of  Texas 

60 

Harry  Lipsig/Lipsig  &  Zelman 

New  York,  NY 

6.0 

6.0 

Brooklyn  Law 

87 

Pat  Maloney/Law  Offices  of  Pat  Maloney  &  Associates 

San  Antonio,  TX 

6.0 

6.0 

Univ  of  Texas 

65 

Jack  Olender/Law  Offices  of  Jack  Olender  &  Associates 

Washington,  DC 

6.0 

6.0 

Univ  of  Pittsburgh 

54 

Thomas  Demetrio/Corboy  &  Demetrio 

Chicago,  IL 

5.0 

3.8 

IIT-Chicago  Kent 
College  of  Law 

42 

Don  Riddle/Riddle  &.  Williams 

Houston,  TX 

5.0 

5.0 

Univ  of  Houston 

51 

Leonard  Ring/Leonard  Ring  &  Associates 

Chicago,  IL 

4.8 

4.8 

De  Paul  Univ 

66 

Eugene  Pavalon/Pavalon  &  Gifford 

Chicago,  IL 

4.5 

2.0 

Northwestern 

56 

Sheldon  Schlesinger/Sheldon  ).  Schlesinger 

Ft  Laudcidale,  FL 

4.5 

4.5 

Univ  of  Miami 

59 

Guy  Allison/ Allison  &  Huerta 

Corpus  Christi,  TX 

4.0 

4.0 

Washington  Univ 

57 

A.  Robert  Zeff/Zeff  &  Zeff  &  Materna 

Detroit,  MI 

4.0 

2.1 

Univ  of  Detroit 

55 

Bob  Gibbins/Gibbins  &  Winckler 

Austin,  TX 

3.7 

3.7 

Univ  of  Texas 

53 

Robert  Montgomery  Jr/Montgomery  &  Larmoyeux 

W  Palm  Beach,  FL 

3.7 

3.0 

Univ  of  Florida 

59 

Ned  Good/Law  Offices  of  Ned  Good 

Pasadena,  CA 

3.5 

3.5 

Univ  of  S  Calif 

61 

Tom  Anderson/Thomas  T.  Anderson  &  Associates 

Indio,  CA 

3.2 

2.5 

Univ  of  San  Francisco 

61 

Robert  Conason/Gair,  Gair  &  Conason 

New  York,  NY 

3.2 

2.8 

New  York  Univ 

57 

Robert  Clifford/Robert  A.  Clifford  &  Associates 

Chicago,  IL 

3.0 

2.3 

De  Paul  Univ 

38 

Tom  Moore/Kramer,  Dillof,  Tessel,  Duffy  &  Moore 

New  York,  NY 

3.0 

3.0 

Fordham 

47 

Nat  Ozmon/Anesi,  Ozmon,  Lewin  &  Associates,  Ltd. 

Chicago,  IL 

3.0 

2.8 

Northwestern  Univ 

64 

William  Shemoii/Shernoff,  Scott  &  Bidart 

Claremont,  CA 

3.0 

3.0 

Univ  of  Wisconsin 

51 

Don  Bowen/Helm,  Pletcher,  Hogan,  Bowen  &  Saunders 

Houston,  TX 

2.8 

2.5 

Univ  of  Texas 

45 

FORBES,  OCTOBER  16,  1989 

Low  is  the  only  plaintiff  attorney  in  an  old-line  defense  firm.  Served  as  local  counsel  for  Vinson  &  Elkins  in  ETSI  antitrust  case  against  5  railroads, 
which  resulted  in  a  verdict  of  $1.3  billion.  A  1988  settlement  with  4  of  the  railroads  yielded  $285  million.  His  take:  $12.5  million.  He  splits  his 
contingency  fees  with  his  firm.  Represented  T.  Boone  Pickens  in  1979  Cities  Service  hostile  takeover. 

Levin  earned  $500,000  a  year  as  Gulf  Power  Co.'s  general  litigation  counsel,  1983-89.  Won  a  $5  million  verdict  in  one  day  this  May  for  the  death  of  a 
young  man.  His  tv  show,  "Law  Line,"  has  made  him  a  local  celebrity.  Counsel  for  boxer  Roy  Jones  Jr.  Member  of  Inner  Circle  of  Advocates. 

Corboy  is  one  of  the  best-known  big-money  negligence  lawyers  in  the  country.  He  boasts  having  lost  only  one  case  in  17  years  (it  was  overturned  on 
appeal].  Turns  down  19  out  of  20  requests  for  representation  in  medical  malpractice.  Member  of  Inner  Circle  of  Advocates. 

Baldwin  started  asbestos  litigation  in  U.S.  with  1978  case  against  Pittsburgh  Coming,  which  settled  for  $20  million.  One  of  lead  counsel  in  1987 
asbestos  case  against  a  dozen  companies,  which  settled  for  $125  million.  Firm's  staff  of  15  includes  two  pilots  for  his  private  plane.  Member  of  Inner 
Circle  of  Advocates. 

Lipsig  is  considered  the  "king  of  torts"  in  New  York.  Started  new  firm  earlier  this  year  after  bitter  rift  with  his  two  former  partners,  who  claim  the  firm 
will  now  enjoy  a  more  "equitable  distribution"  of  the  profits.  Currently  suing  Mike  Tyson  on  behalf  of  Mitch  Greene  for  $25  million  for  assault  and 
battery.  Greene  is  also  suing  Tyson  for  "failure  to  fight."  Reflects  on  his  long  career:  "I've  wrecked  enough  lives  to  feel  wrecked  myself." 

Maloney  processes  over  1,000  cases  a  year.  Partners  are  his  wife  and  kids.  Active  in  organizing  Texas  Supreme  Court  election  campaigns  on  behalf  of 
the  plaintiff  bar.  Was  embroiled  in  recent  scandal  involving  Texas  Supreme  Court  justice  C.L.  Ray,  in  which  he  donated  money  to  the  judge's 
campaign  and  received  preferential  treatment  in  return.  Member  of  Inner  Circle  of  Advocates. 

Olender  is  the  "king"  of  medical  malpractice  in  D.C.  Mayor  Marion  Barry  declared  Feb.  18,  1987  to  be  "Jack  Olender  Day"  in  recognition  of  his 
"philanthropic  support"  for  D.C.  city  counsel  officials.  He  gave  the  "Jack  Olender  Peacemaker  Award"  in  1988  to  Gorbachev  and  Reagan.  A  recent  "60 
Minutes"  special  focused  on  the  damage  his  large  verdicts  have  done  to  the  medical  community  in  D.C.  Member  of  Inner  Circle  of  Advocates. 

Demetrio  is  Philip  Corboy's  partner  and  heir  apparent.  1989  president  of  Illinois  Trial  Lawyers  Association.  Active  in  ATLA.  He  and  Corboy  have 
together  made  at  least  $8  million  to  $10  million  a  year  in  each  of  the  last  8  years. 

Riddle  has  handled  over  150  railroad  crossing  cases,  and  has  lost  only  one.  Won  $8.5  million  in  1987  in  a  medical  product  liability  case,  after  which 
plaintiff  died.  In  a  separate  case  he  expects  to  win  $10  million  to  $15  million  for  the  family  of  the  deceased  client,  bringing  their  total  award  to  about 
$20  million.  If  the  second  case  succeeds  his  total  take  will  be  at  least  $6.5  million. 

Ring  was  responsible  for  setting  up  the  ATLA  political  action  committee  in  1973-74.  Specializes  in  precedent-setting  cases  that  expand  defendants' 
liability.  Until  summer  1989  was  chairman  of  the  ATLA  committee  that  proposes  and  fights  legislation  in  Congress.  Chairman  of  Tort  and  Insurance 
Practice  Section  of  the  ABA.  Member  of  Inner  Circle  of  Advocates. 

Pavalon  was  1987-88  ATLA  president,  is  current  president  of  the  Roscoe  Pound  Foundation,  ATLA's  "think  tank."  Settled  a  wrongful  death  auto  case 
against  General  Telephone  for  $20.3  million  in  1988.  His  take  from  the  case:  $6.7  million. 

Schlesinger  is  one  of  the  biggest  medical  malpractice  specialists  in  Florida.  Won  a  $5  million  product  liability  verdict  in  1982  against  Toyota,  arguing 
that  a  fuel  tank  design  defect  killed  three  people  in  a  rear-end  collision.  It  was  the  only  judgment  ever  won  against  Toyota.  Refers  to  himself  as  "Jack 
the  Giant  Killer"  and  "the  Equalizer."  Member  of  Inner  Circle  of  Advocates. 

Allison  made  more  money  in  a  1988  case  against  General  Motors  than  GM  had  paid  him  in  the  25  years  he  represented  it,  between  1962  and  1987. 
Defends  medical  insurers.  Brought  case  in  1988  against  Circle  K  stores  charging  them  with  illegally  selling  liquor  to  a  drunk  "customer."  The 
transactions  were  staged.  Settled  case  for  an  undisclosed  amount  in  February.  Owns  a  4,500-acre  cattle  ranch  near  Portland,  Tex. 

Zeff  specializes  in  divorce  cases,  for  which  his  fees  are  determined  in  part  by  the  result  obtained.  Contingency  fees  in  divorce  cases  are  in  violation  of 
ABA  rules.  Represented  Cristina  Ford,  wife  of  Henry  Ford  II,  in  1980  divorce.  Member  of  Inner  Circle  of  Advocates. 

Gibbins  is  current  vice  president  of  ATLA.  Settled  1988  legal  malpractice  case  against  Vinson  &  Elkins  for  "failure  to  advise"  businessmen  in  antitrust 
law.  Amount  of  suit:  $31.2  million  in  damages.  Settlement  is  under  gag  order.  Should  make  $5  million  in  1989. 

Montgomery  specializes  in  medical  malpractice.  Got  the  first  $10  million  verdict  in  Florida  in  a  single  injury  case.  Lawyer  for  Kathleen  DuRoss  Ford, 
widow  of  Henry  Ford  n.  Split  with  his  former  partner  Christian  Searcy  (on  list)  over  financial  disagreements.  Member  of  Inner  Circle  of  Advocates. 

Good's  boutique  firm  specializes  in  aviation  and  major  accidents.  Settles  50  cases  a  year,  half  of  which  come  in  at  over  $500,000.  Owns  and  pilots  a  7- 
seat  turboprop  airplane.  Member  of  Inner  Circle  of  Advocates. 

Anderson  won  a  punitive  damage  verdict  of  $147  million  in  the  1988  Technical  Equities  fraud  case.  Some  defendants  settled  previously  for  $60 
million.  The  verdict  is  still  pending.  His  take  so  far:  $1  million.  Represents  160,000  claimants  in  a  class  action  fraud  suit  against  evangelist  Jim  Bakker 
and  associated  accounting  firm.  If  successful,  he  hopes  to  win  $1,000  for  each  claimant,  or  $160  million.  Member  of  Inner  Circle  of  Advocates. 

Conason  is  lead  counsel  in  the  oldest  plaintiff  firm  in  New  York,  founded  by  Harry  Gair  in  1915.  Specializes  in  medical  malpractice.  Won  $6.5  million 
in  March  of  1989  for  family  of  a  client  killed  by  a  narcotics  undercover  agent.  Member  of  Inner  Circle  of  Advocates. 

Clifford  started  his  career  with  a  10-year  apprenticeship  at  the  Chicago  firm  of  Philip  Corboy  (also  on  list).  Represents  three  passengers  in  the  DC-10 
Sioux  City  airplane  crash  of  July  1989. 

Moore  has  taken  on  the  mantle  of  recently  deceased  firm  founder,  Charles  Kramer,  one  of  founders  of  medical  malpractice  in  New  York.  Recently  won 
a  $2.5  million  legal  malpractice  judgment  against  another  medical  malpractice  lawyer.  Member  of  the  Inner  Circle  of  Advocates. 

Ozmon  is  a  major  architect  of  the  Structural  Work  Act  of  Illinois,  an  act  that  expands  liability  claim  rights  for  construction  workers. 

Shemoff  specializes  in  "insurance  bad  faith  law."  Won  $4.5  million  verdict  over  a  $48  disputed  medical  claim.  Helped  found  with  Ralph  Nader  the 
National  Insurance  Consumer  Organization.  Obtained  a  $56  million  refund  for  doctors  who  claimed  they  were  overcharged  on  malpractice  premiums. 
Author  of  "Payment  Refused,"  a  handbook  on  insurance  "bad  faith." 

Designated  counsel  for  United  Transportation  Union,  Bowen  handles  over  400  Federal  Employers'  Liability  Act  cases  for  railroad  employees,  about 
300  of  which  are  in  hearing  loss  litigation.  FELA  cases  produce  45%  to  50%  of  firm's  income.  Partners  on  list:  George  Pletcher  and  Michael  Saunders. 
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1987  income 
(Smillions)         Law  school 

Age 

Edward  Swartz/Swartz  &  Swartz 

Boston,  MA 

2.8 

2.8 

Boston  Univ 

55 

Paul  Due/Due,  Smith  &  Caballero 

Baton  Rouge,  LA 

2.7 

2.5 

Louisiana  State  Univ 

46 

Wayne  Fisher/Fisher,  Gallagher,  Perrin  &  Lewis 

Houston,  TX 

2.7 

2.5 

Baylor 

52 

Melvin  Belli/Belli,  Belli,  Brown,  Monzione,  Fabbro  &  Zacharia 

San  Francisco, 

ZA 

2.5 

2.5 

Berkeley 

82 

Frank  Branson/Law  Offices  of  Frank  L.  Branson 

Dallas,  TX 

2.5 

2.5 

SMU 

44 

Bill  Coison/Colson,  Hicks,  Eidson,  Colson  &  Matthews 

Miami,  FL 

2.5 

2.5 

Univ  of  Miami 

64 

Leonard  Decof/Decof  &  Grimm 

Providence,  RI 

2.5 

2.5 

Harvard 

60 

Mike  Gallagher/Fisher,  Gallagher,  Perrin  &  Lewis 

Houston,  TX 

2.5 

2.3 

Univ  of  Texas 

50 

John  Hayes/Hayes  &  Power 

Chicago,  IL 

2.5 

2.5 

De  Paul  Univ 

58 

Joseph  Power  Jr/Hayes  &  Power 

Chicago,  IL 

2.5 

2.5 

Loyola  Univ 

36 

Michael  Saunders/Helm,  Pletcher,  Hogan,  Bowen  &  Saunders 

Houston,  TX 

2.5 

2.3 

Harvard 

44 

Christian  Searcy/Searcy  Denney  Scarola  Bamhart  &  Shipley 

W  Palm  Beach, 

FL 

2.5 

2.5 

Stetson  Univ 

41 

J.B.  Spence/Spence  Payne  Masington  &  Needle 

Miami,  FL 

2.5 

2.0 

Univ  of  Miami 

66 

W.  fames  Kronzer/W.  lames  Kronzer,  Attorney  at  Law 

Houston,  TX 

2.4 

2.0 

Univ  of  Texas 

69 

fames  Thomas  Demos/Demos  &  Burke 

Chicago,  IL 

2.3 

2.3 

De  Paul  Univ 

54 

fames  Duffy/Kramer,  Dillof,  Tessel,  Duffy  &.  Moore 

New  York,  NY 

2.3 

2.3 

Brooklyn  Law 

53 

Jim  Perdue/Perdue,  Turner  &  Berry 

Houston,  TX 

2.3 

2.3 

Univ  of  Houston 

50 

Bruce  Walkup/ 

Walkup,  Shelby,  Bastian,  Melodia,  Kelly,  Echeverria  &  Link 

San  Francisco, 

ZA 

2.3 

2.3 

Berkeley 

75 

Albert  Huerta/Allison,  Huerta,  Hastings  &  Allison 

Corpus  Chnsti 

TX 

2.2 

2.2 

St.  Mary's 

45 

Windle  Turley/Law  Offices  of  Windle  Turley 

Dallas,  TX 

2  i 

2  2 

SMU 

50 

Robert  Begam/Langerman,  Begam,  Lewis  &  Marks 

Phoenix,  AZ 

2.0 

2.0 

Yale 

61 

|im  Boccardo/Boccardo  Law  Firm 

San  lose,  CA 

2.0 

2.0 

Stanford  Univ 

78 

lames  Bostwick/Bostwick  &  Tehin 

San  Francisco,  < 

2A 

2.0 

2.0 

UC  Hastings 

46 

William  Edwards/Edwards  &  Perry 

Corpus  Chnsti, 

TX 

2.0 

2.0 

Univ  of  Virginia 

58 

Ted  Friedman/Law  Offices  of  Theodore  H.  Friedman 

New  York,  NY 

2.0 

2.5 

Harvard 

58 

David  Perry/Edwards  &  Perry 

Corpus  Chnsti, 

TX 

2.0 

2.0 

Univ  of  Texas 

46 

Ivan  Schneider/Schneider,  Klcinick  &  Weitz 

New  York,  NY 

2.0 

2.0 

Brooklyn  Law 

57 

Harvey  Weitz/Schneider,  Kleinick  &  Weitz 

New  York,  NY 

2.0 

2.0 

Brooklyn  Law 

57 

George  Pleicher/Htim,  Fletcher  Hogan,  lv  wen  &  Saunders 

Houston,  TX 

1.8 

2.0 

Notre  Dame 

61 
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Swartz  has  crusaded  against  "killer  toys"  since  the  mid-1960s.  Author  of  "Toys  That  Don't  Care,"  "Toys  That  Kill,"  "Slaughter  By  Product."  Takes  on 
a  few  business  litigation  cases,  for  which  he  charges  a  contingency  fee/hourly  fee  hybrid.  Member  of  Inner  Circle  of  Advocates. 

Due  specializes  in  maritime  disasters.  Won  a  $4.5  million  settlement  in  a  "wrongful  death"  case  against  Dixie  Electric  Membership  Corp. 

Fisher  traditionally  specializes  in  product  design  and  manufacturing  liability  cases  as  well  as  medical  malpractice.  He  has  recently  gotten  into  the 
lucrative  areas  of  antitrust  and  asbestos  litigation.  Former  president  of  the  State  Bar  of  Texas.  Member  of  Inner  Circle  of  Advocates. 

Belli  is  the  original  "king  of  torts."  One  of  the  first  lawyers  in  Valdez  after  the  oil  spill,  he  gathered  400  clients  there.  He  and  partner  Richard  Brown 
were  fined  $5,000  in  1988  for  filing  on  behalf  of  a  plaintiff  in  the  Dupont  Plaza  Hotel  fire  case  who  had  died  several  years  before  the  fire. 

Branson  was  one  of  the  pioneers  of  the  Video  Settlement  Brochure,  a  videotape  designed  to  eliminate  negotiation  with  the  defense  in  settlements.  In 
1985  won  a  $15  million  settlement  for  a  brain-damaged  lawyer.  Member  of  the  Texas  Supreme  Court  rules  advisory  committee. 

Colson  was  the  first  to  win  a  verdict  against  Ford  in  a  Pinto  gas  tank  case  in  1975.  Won  the  first  million-dollar  medical  malpractice  verdict  in  the  U.S. 
in  1967.  The  firm  has  recently  gone  into  asbestos  litigation.  Member  of  Inner  Circle  of  Advocates. 

Decof  has  won  or  settled  over  25  sports  helmet  cases,  including  one  for  $4.2  million  in  1983.  In  1986  he  won  a  $20  million  "wrongful  death"  verdict 
against  Goodyear  for  the  family  of  racecar  driver  Mark  Donohue,  who  was  killed  in  an  accident  while  going  175mph.  Has  handled  many  "women- 
related"  cases:  DES,  IUD  and  the  Pill.  Currently  suing  the  U.S.  Golf  Association  and  Scotland's  Royal  &  Ancient  Golf  Club  for  over  $100  million  in  an 
antitrust  and  "slander  of  products"  case  on  behalf  of  Ping  golf  clubs  maker  Karsten  Manufacturing.  Member  of  Inner  Circle  of  Advocates. 

Gallagher  is  partner  of  Wayne  Fisher.  Very  active  in  politics,  serves  as  special  counsel  to  the  Texas  Senate  on  product  liability.  One  of  the  few 
Republicans  in  the  plaintiff  bar.  Specializes  in  chemical  plant  and  oil  refinery  explosion  cases. 

Hayes  won  a  $27  million  verdict  against  Syntex  in  1985  for  a  brain  damage  case.  Member  of  Inner  Circle  of  Advocates. 

Power  won  $6.5  million  verdict  in  1986  case  for  brain  damage  to  child  struck  by  a  car.  Claims  he  has  never  lost  a  case.  Largest  settlement:  $8  million  in 
medical  malpractice  case  in  1984.  His  take:  $2  million. 

Saunders  specializes  in  medical  malpractice.  In  1988  won  a  $16.2  million  verdict  against  two  doctors  for  brain  damaged  child.  Two  other  doctors,  the 
hospital  and  the  anesthesia  machine  manufacturer  settled  for  undisclosed  amounts.  Partners  on  list:  George  Pletcher  and  Don  Bowen. 

Searcy  specializes  in  multimillion-dollar  baby  brain  damage  cases.  Largest  verdict:  $10.5  million  in  1984. 

Spence  pioneered  million-dollar  medical  malpractice  in  Florida.  Settled  12  "wrongful  death"  cases  against  Arrow  Air  for  a  total  of  $15  million  in  1988. 
His  take:  $6  million.  Took  6  months  off  in  1988  and  spent  over  $300,000  to  fight  constitutional  amendment  that  would  have  put  caps  on  damages. 
Member  of  Inner  Circle  of  Advocates. 

Kronzer  worked  with  Joe  Jamail  in  Texaco-Pennzoil  litigation  as  legal  and  appellate  adviser.  One  of  the  most  prominent  high-stakes  appellate  lawyers, 
he  represents  both  plaintiffs  and  defendants  in  multimillion-dollar  personal  injury  and  commercial  litigation.  Charges  on  average  $450  to  $500  an  hour 
for  defense  work,  and  usually  gets  5%  to  8%  of  the  final  award  for  plaintiff  work. 

Demos  specializes  in  medical  malpractice  and  product  liability  cases.  Won  a  $2.7  million  award  against  Navistar  International  Transportation  Corp. 
(formerly  International  Harvester)  for  "defectively  designed"  farm  equipment.  Member  of  Inner  Circle  of  Advocates. 

Duffy  is  partner  of  Tom  Moore  (on  list]  and  is  the  other  "big  winner"  in  the  firm.  Specializes  in  medical  malpractice,  especially  brain  damaged  baby 
cases.  Firm  closed  69  cases  representing  $80  million  in  1988  and  has  as  much  as  $7  million  invested  in  cases  at  any  one  time. 

Perdue,  the  king  of  medical  malpractice  in  Houston,  won  a  $16.5  million  verdict  in  a  brain  damage  case  in  1989;  brings  in  several  settlements  per  year 
in  the  $1  million  to  $3  million  range. 

Former  president  and  founding  member  of  Inner  Circle  of  Advocates.  Walkup  is  one  of  the  grandfathers  of  personal  injury  litigation  in  California. 
Member  of  Inner  Circle  of  Advocates. 

Partner  to  Guy  Allison.  Huerta  specializes  in  workers'  compensation. 

Turley  is  founder  and  sole  owner  of  one  of  the  largest  personal  injury  firms  in  the  country,  with  25  lawyers  and  a  staff  of  125.  Usually  works  on  cases 
worth  more  than  $2  million.  High  overhead  costs  keep  his  personal  take  down.  Lead  counsel  for  plaintiff  steering  committee  of  the  Delta  191  crash 
suit,  worth  more  than  $150  million.  Major  player  in  the  attempt  to  make  airbags  in  cars  mandatory. 

Begam  started  with  Cravath,  Swaine  &  Moore.  Specializes  in  product  liability.  His  1987  novel  "Fireball"  was  inspired  by  the  1973  Kingman,  Ariz. 
railroad  tank  car  explosion.  As  lead  counsel  in  that  case,  he  ultimately  settled  it  for  over  $20  million  in  1979. 

Boccardo  won  one  of  the  first  multimillion-dollar  awards  for  quadriplegia:  $3.6  million  in  1970.  Successful  in  real  estate,  owns  ranches  and  airplanes. 
Member  of  Inner  Circle  of  Advocates. 

Bostwick  started  as  a  clerk  for  Bruce  Walkup  (also  on  list)  in  1967.  In  1988  won  "the  highest  federal  judgment  ever"  for  a  baby  brain  damage  case  at  a 
U.S.  Army  hospital:  $8.9  million.  Also  boasts  "the  biggest  brain  damage  settlement  ever":  $8.7  million  in  1986.  His  take:  $2  million. 

Edwards  was  special  counsel  to  the  Texas  Senate  in  1987.  Won  a  $64.5  million  verdict  in  1985  in  paraplegia  case,  settled  for  $5  million. 

Friedman  is  the  husband  of  New  York  State  Supreme  Court  Justice  Eve  Preminger.  Was  tried  for,  and  later,  in  1988,  acquitted  of  bribing  witnesses  to  lie 
in  a  wrongful  death  suit  against  New  York  City.  Inner  Circle  of  Advocates  member. 

Former  president  of  Texas  Trial  Lawyers  Association.  Perry  specializes  m  auto  design  product  liability  cases.  In  1983  won  $107  million  verdict  against 
Ford  for  death  of  one  person  ($100  million  was  for  punitive  damages,  which  were  later  reduced  to  $12.5  million  and  ultimately  settled). 

One  of  the  most  successful  personal  injury  litigators  in  New  York.  Partner  of  Harvey  Weitz.  In  1988  Schneider  won  a  $40  million  verdict  for  a 
construction  worker  who  was  rendered  paraplegic  from  a  fall.  Has  6  verdicts  in  excess  of  $10  million. 

Partner  of  Ivan  Schneider.  Weitz  won  a  $33.3  million  verdict  from  the  City  of  New  York  for  a  child  who  was  rendered  quadriplegic  on  a  city 
playground. 

Pletcher  is  senior  partner  at  the  first  plaintiff  law  firm  in  Houston,  started  in  1944.  Between  January  1987  and  present  the  firm  closed  roughly  700 
cases,  representing  recoveries  of  approximately  $120  million.  Partners  on  list:  Don  Bowen  and  Mike  Saunders. 

FORBES,  OCTOBER  16,  1989  209 


Every  Revolution 

Introducing  the  worlds  first  fully  automatic  Quattro  driw 


a 


- 


1 


4  •*" 


itarts  InThe  Streets. 

"he  new  Audi  Y8.  For  a  closer  look,  call  1-800-FOR-AUDI. 


The  Alternate  Route. 


The  Best  Paid  Lawyers  in  America 


If  you're  looking  for  the  really  big  bucks  in  the  law  business,  the 
Harvard  Law  Review  and  a  prestigious  firm  are  less  likely  to  get 
you  there  than  sheer  entrepreneurial  drive. 


How  lawyers  get  rich 


A 


ttorney  Fred  Goldberg 
recently  left  the  Wash- 
ington,   D.C.    office    of 


By  Deirdre  Fanning 


Skadden,  Arps,  Slate, 
Meagher  &  Flom  to  become  the  new  head  of  the  Internal 
Revenue  Service.  As  a  partner  at  Skadden,  Arps,  Goldberg 
stood  to  make  up  to  $1  million  a  year.  In  Washington,  he'll 
be  making  $82,500  a  year — almost  exactly  what  his  old 
firm  pays  its  first-year  associates,  most  of  whom  are  prod- 
ucts of  the  country's  fanciest  law  schools. 

You  think  Fred  Goldberg  was  well  paid?  Compared  with 
the  country's  top  trial  lawyers 
(seep.  204),  he's  a  piker.  Herbert 
Hafif,  a  tort  lawyer  who  runs  a 
13-lawyer  shop  in  Claremont, 
Calif.,  raked  in,  we  estimate, 
some  $40  million  last  year. 

Walter  Umphrey,  a  Texas 
plaintiff  lawyer  who  started  his 
professional  career  as  an  insur- 
ance adjuster,  earned  $14.5  mil- 
lion last  year  bringing  asbestos 
cases  on  behalf  of  his  clients. 

Are  Hafif  and  Umphrey  proud 
products  of  the  Ivy  League  law 
schools?  Far  from  it.  Umphrey, 
53,  went  to  Baylor  University 
law  school  in  Waco,  Tex.  Hafif? 
The  University  of  Southern  Cal- 
ifornia law  school. 

Meanwhile,  back  in  the  exalt- 
ed realms  of  Wall  Street,  the 
highest-paid  lawyer  was  Joseph 
Flom,  the  Harvard  law  school- 
educated  mergers  and  acquisi- 
tions lawyer  and  head  of  a 
1,000-lawyer  firm.  Flom's  col- 
lars aren't  frayed,  but  at  an  esti- 
mated $5  million  last  year  he 
was  second  string  compared 
with  Hafif  and  Umphrey. 

By  now  you  will  be  getting 
the  picture:  Prestige  practice 
and  prestige  law  schools  aren't 
where  the  biggest  action  is. 
Some  aggiegate  numbers:  The 
71  lawyers  on  the  list  of  corpo- 
rate lawyers  earned  an  estimat- 
ed combined  $1 10  million;  38  of 


them  went  to  Ivy  League  law 

schools.  The  63  attorneys  on 

the  list  of  trial  lawyers  earned  a  total  of  $750  million;  4  of 
them  went  to  Ivy  schools. 

There's  an  important  distinction  here.  While  all  law 
firms  are  run  like  businesses  these  days,  the  big  prestige 
firms  are  rather  like  Forbes  500  companies.  But  the  top 
personal  injury  lawyers  are  entrepreneurs  who  are  likely  to 
have  $20  million  lines  of  bank  credit,  crack  support  staffs 
that  can  handle  hundreds  of  document  requests  and  loose- 
ly knit  national  networks  of 
"partners"  helping  them  coordi- 
nate multimillion-dollar  law- 
suits brought  against  some  of 
the  nation's  top  corporations. 

The  major  law  firms — on' 
Wall  Street  and  elsewhere — are 
far  less  entrepreneurial,  but 
they,  too,  have  exploded  in  size, 
with  annual  billings  regularly 
exceeding  $200  million  and  of- 
fices all  around  the  world  em- 
ploying staffs  of  thousands. 

In  a  world  where  a  top  lawyer 
no  longer  depends  chiefly  on  his 
or  her  individual  efforts  for  suc-i 
cess  but  works  as  part  of  a  team, 
the  head  of  the  team  can  often 
reap  far  richer  rewards  than  he 
or  she  could  possibly  make  as  an 
individual  practitioner.  The 
combined  earnings  of  the  134 
lawyers  on  our  lists  were  an  im- 
posing $860  million  last  year. 
Of  that  about  $160  million 
went  to  the  top  ten  trial  lawyers 
(not  counting  the  exceptional 
$420  million  we  think  went  tc 
Pennzoil  lawyer  Joseph  Jamail 
for  his  Texaco  litigation).  B> 
contrast,  the  top  ten  corporate 
lawyers  took  home  only  aboui 
$31  million. 

Not  surprisingly,  at  least  twe 
bar  associations,   those  of  th< 
District    of   Columbia    and 
North  Dakota,  have  toyed  wi 
the  idea  of  allowing  lawyers  tc 
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take  their  law  firms  public.  Neither  bar  group  ultimately 
decided  to  do  so,  but  legal  experts  say  it's  only  a  matter  of 
time  before  such  a  move.  The  temptation  is  overwhelm- 
ing: It  would  permit  highly  successful  attorneys  to  get  rich 
twice:  Once  for  what  the  firm  pays,  a  second  time  from 
what  the  public  would  pay  for  a  piece  of  their  firm. 

How  did  we  come  by  our  estimates?  The  way  any  good 
reporter  gets  information:  We  made  calls.  Hundreds  of 
calls.  Because  law  firms  are,  in  effect,  private  corporations, 
there  were  no  proxy  statements  we  could  read,  no  finan- 
cial we  could  break  down  for  clues  on  earnings.  Thus, 
most  of  the  compensation  numbers  are  our  estimates,  but 
they  are  very  educated  estimates.  (Our  lists  are  not  all- 
inclusive.  For  example,  we  do  not  include  all  the  partners 
of  big  firms  making  $1  million  or  more.  To  have  done  so 
would  have  filled  several  more  pages.) 
With  trial  lawyers,  our  research  was  helped  by  databases 

,  from  litigation  research  firms.  Note  that  compensation 

,  figures  include  only  earnings  from  legal  work.  Many  law- 

i  yers  have  substantial  outside  investments. 
It  appears  that  the  only  people 

!  consistently  making  as  much 
money  as  trial  lawyers  in  Amer- 
ica are  Wall  Street  money  men 
and  entertainers.  Doctors?  Rela- 

i  tively  small  stuff.  Only  a  hand- 
ful of  doctors  make  over  $1  mil- 

:  lion  from  their  craft.  Even  non- 

,  trial  lawyers — those  involved  in 

,  securities,   divorce   and  lobby- 

,  ing — regularly  earn  million-dol- 

•  lar-plus  salaries. 

The  parallels  with  entertain- 

I  ers  are  not  insignificant.  These 
>  lawyers  own  no  automobile  fac- 
;  tories  or  steel  mills,  no  office 

towers  or  investment  partner- 
ships. Rather,  they  earn  their 

j  bread  by  providing  their  intel- 

■  lectual  services  to  the  public. 

•  And  just  as  movies  are  made 
and  records  pressed  in  both  good 

•  economic  times  and  bad,  so  can 
lawyers  always  find  work.  They 

I I  profit  when  a  client  is  doing 

■  I  well,  and  they  prosper  when  a 

:  i  client  files  for  Chapter  1 1  pro- 
tection from  creditors.  Heads 
lawyers  win,  tails  lawyers  win. 

As  entrepreneurs,  the  plain- 
;  tiff  trial  lawyers  generally  work 
:on  a  risk/reward  basis.  They 
'may  take  on — and  personally 
j  rund — big  cases  for  several  years 
i  before  they  win  a  verdict.  Their 

income  fluctuates  from  year  to 

year.  Thus  we  have  included  in- 
come estimates  for  both  1987 


and  1988.  But  there  is  one  important  difference  between 
the  plaintiff  lawyers  and  other  entrepreneurs:  By  shrewdly 
influencing  politics  and  public  opinion,  the  plaintiff  attor- 
neys, in  effect,  provide  for  their  own  growing  prosperity 
(see  story;  p.  197). 

The  corporate  lawyers  generally  charge  an  hourly  rate. 
Yet  even  within  this  group  there  are  entrepreneurs. 

Take  the  Hollywood  law  firm  of  Ziffren,  Brittenham  & 
Branca.  The  partners  represent  mostly  movie  and  televi- 
sion studios  and  actors.  Because  much  of  their  clientele 
consists  of  individual  personalities  requiring  fairly 
straightforward  legal  work,  Kenneth  Ziffren  and  his  part- 
ners saw  little  reward  in  fees  charged  at  hourly  rates.  They, 
the  lawyers,  were  cutting  most  of  the  stars'  deals.  So  they 
decided  to  follow  the  example  of  Hollywood  talent  agents 
and  demanded  a  piece  of  their  clients'  action.  Almost  all 
top  entertainment  lawyers  now  charge  their  clients  a  flat 
5%  of  the  deals  they  negotiate  for  them. 

It's  worth  remembering  that,  more  than  ever,  successful 
people  in  fields  other  than  law  have  earned  law  degrees. 

This  is,  in  part,  because  legal 
issues  are  so  important  in  all 
businesses  today  and,  in  part, 
because  of  the  value  of  the  train- 
ing. Says  Revlon  Vice  Chairman 
Donald  Drapkin,  a  Columbia 
law  school  grad  and  former  part- 
ner at  Skadden,  Arps,  "In  law 
school  you  are  graded  as  much 
on  how  you  identify  the  critical 
issues  as  on  how  you  answer 
them."  Merger  king  Bruce  Was- 
serstein,  Norfolk  Southern 
Chief  Executive  Arnold  McKin- 
non,  Revlon  President  Bruce 
Slovin  and  Vice  Chairman 
Howard  Gittis,  mca  Motion 
Picture  Group  Chairman 
Thomas  Pollock,  Wall  Street 
Journal  Managing  Editor  Nor- 
man Pearlstine — these  and 
many  other  influential  people 
all  attacked  their  chosen  fields 
armed  with  law  degrees. 

As  long  as  tort  reform  contin- 
ues to  move  at  a  glacial  pace, 
members  of  the  plaintiffs  bar 
will  continue  to  rack  up  multi- 
million-dollar annual  earnings. 
But  even  if  laws  were  passed 
limiting  trial  verdicts  and  legal 
fees,  lawyers  would  probably 
make  a  good  living  for  the  simple 
reason  that  we  live  in  an  increas- 
ingly legalistic  society.  Yes, 
there  are  poor  lawyers,  but  there 
is  a  growing  number  of  rich  ones 
and  of  very  rich  ones.  ■ 
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The  Best  Paid  Corporate  Lawyers 


The  top  ten 


Below,  the  10  corporate  lawyers  with  the  highest  estimated  1988  incomes. 
On  the  following  pages  are  61  more  very  well  paid  attorneys. 


1.  JOSEPH  FLOM 

Skadden,  Arps,  Slate,  Meagher  &  Flom 
1988  income:  around  $5  million 

Flom,  66,  graduated  from  Harvard  University 
law  school  and  is  senior  partner  at  New  York's 
Skadden,  Arps,  Slate,  Meagher  &.  Flom.  He  and 
his  rival,  Martin  Lipton  (see  below),  are  the  two 
preeminent  mergers  and  acquisitions  lawyers 
in  the  country.  He  began  his  career  at  Skadden 
in  1948.  As  senior  partner  he  has  built  Skadden 
into  a  firm  with  over  1,000  lawyers  and  offices 
in  four  countries.  Skadden  is  now  the  third- 
biggest  law  firm  in  the  world  (after  Baker  & 
McKenzie  and  Jones,  Day,  Reavis  &  Pogue);  its 


clients  include  much  of  the  Forbes  500.  Flom 
and  Skadden  have  appeared  in  virtually  every 
major  merger  transaction  in  the  last  ten  years, 
yet  m&a  accounts  for  less  than  25%  of  the 
firm's  profits.  The  firm  is  also  big  in  securities 
underwriting,  litigation  and  international  law. 
Flom  in  recent  years  has  increasingly  turned 
his  attention  to  pro  bono  work.  Skadden  last 
year  launched  a  program  to  fund  25  fellow- 
ships annually  for  recent  law  school  graduates 
who  wish  to  work  in  public  interest  law. 


louic  PsihoyuN  Matrix 


2.  RAOUL  LIONEL  FELDER 

Law  firm  of  Raoul  Lionel  Felder 
1988  income:  $3.8  million 

A  graduate  of  New  York  University  law 
school,  Felder  runs  his  own  nine-lawyer  firm 
in  New  York.  He  specializes  in  celebrity  di- 
vorces, for  which  he  charges  $450  an  hour, 
with  a  minimum  retainer  of  $20,000.  His  big- 
gest cases  last  year  included  representing  ac- 
tress Robin  Givens  in  her  divorce  from  boxer 
Mike  Tyson  and  Nancy  Capasso  in  the  Bess 


Myerson-Carl  (Andy)  Capasso  scandal.  Eccen- 
tric and  theatrical,  Felder,  55,  dresses  conspic- 
uously: He  keeps  30  pairs  of  velvet  evening 
slippers  in  his  office.  His  lawyer  wife,  Myma, 
handles  the  appellate  work.  Not  everybody  is 
impressed  by  his  act:  A  Manhattan  supreme 
court  judge  recently  criticized  Felder's  fees  in  a 
divorce  case  as  "unconscionably  high." 


3.  HARRY  (SKIP)  BRITTENHAM 
Ziffren,  Brittenham  &  Branca 
1988  income:  at  least  $3  million 

At  48,  Brittenham  and  his  partners,  Ziffren  and 
Branca,  run  what  is  arguably  Los  Angeles' 
most  powerful  entertainment  law  firm.  It  has 
only  13  lawyers  and  has  exploited  the  practice 
of  charging  movie  and  television  clients  a  per- 
centage (5%)  of  their  gross  revenues,  rather 


4.  ALLEN  GRUBMAN 

Grubman,  Indursky  &  Schindler 
1988  income:  at  least  $3  million 

A  graduate  of  Brooklyn  Law  School,  Grubman 
is  an  entertainment  lawyer  who  represents 
musicians  and  music  companies.  Clients  in- 
clude Bruce  Springsteen,  Madonna,  Robert  De 
Niro,  George  Michael,  Carly  Simon,  mtv, 
Chrysalis   Records   and   Island   Records.    He 

5.  MARTIN  LIPTON 

U  ai hull,  Lipton,  Rosen  &  Katz 
1988  income:  at  least  $3  million 

New  York's  Marty  Lipton,  one  of  the  founders 
of  Wachtell,  Lipton,  has  made  a  specialty  out 
of  successfully  defending  companies  under 
takeover  attack.  He  is  credited  with  having 
invented  the  so-called  poison-pill  defense,  and 
is  a  vocal  opponent  of  highly  leveraged  take- 


than  billing  them  according  to  hourly  fees. 
Brittenham's  clients  include  Harrison  Ford, 
Don  Johnson,  Melanie  Griffith,  John  Candy, 
Tom  Selleck,  Michael  J.  Fox,  Richard  Pryor 
and  Norman  Lear.  Brittenham  is  a  graduate  of 
ucla  law  school. 


charges  clients  either  through  a  monthly  re- 
tainer or  with  a  premium  based  on  results. 
Minimum  retainer  is  $5,000  a  month.  New 
York-based  Grubman  has  been  particularly  ac- 
tive in  negotiating  mergers  and  acquisitions 
among  record  companies.  Age:  46. 


overs.  Bills  both  on  time  spent  and  results 
achieved.  The  firm  is  reported  to  have  charged 
Kraft  Inc.  $20  million  in  fees  for  three  weeks  of 
work  done  on  the  company's  1988  takeover  by 
Philip  Morris.  Lipton,  58,  graduated  from  New 
York  University  law  school. 


■   Ntvdlum 
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6.  KENNETH  ZIFFREN 

Ziff ren,  Brittenham  &  Branca 
1988  income:  at  least  $3  million 

Age  49  and  a  graduate  of  ucla  law  school, 
Ziffren  was  law  clerk  for  U.S.  Supreme  Court 
Chief  Justice  Earl  Warren,  1965-66.  Ziffren  and 
his  partners  are  particularly  active  in  repre- 
senting television  stars  and  executives.  Ziffren 
himself  forged  his  reputation  representing 
Hollywood's  television  "hyphenates" — i.e.,  di- 
rector-writer-producers. Clients  include  Ste- 
phen J.  Cannell,  Marvin  Davis,  James  Brooks, 


Witt/Thomas/Harris  Productions,  Fred  Silver- 
man and  Miller/Boyett  Productions.  Ziffren 
and  his  firm  were  among  the  first  to  recog- 
nize— and  capture — the  potential  profits  for 
their  writer-producer  clients  in  television  syn- 
dication rights.  His  father,  Paul  Ziffren,  was 
also  a  respected  entertainment  lawyer  in  Los 
Angeles.  Kenneth  Ziffren  is  credited  with  set- 
tling last  year's  writers'  strike. 


Dick  Kraus  Nlh  sdj\ 


7.  JOHN  EASTMAN 

Eastman  &  Eastman 

1988  income:  around  $3  million 

Another  entertainment  lawyer,  New  York's 
Eastman  represents  mostly  music  clients.  He's 
best  known  for  his  role  in  negotiating  the 
breakup  of  the  Beatles;  his  sister  Linda  East- 
man is  married  to  ex-Beatle  and  client  Paul 
McCartney.  Other  clients  include  David  Bow- 
ie, Billy  Joel  and  Willem  De  Kooning;  Eastman 


is  also  a  trustee  of  the  Tennessee  Williams 
estate.  He  was  one  of  the  first  to  gain  rights  to 
master  recordings  for  clients.  His  billing,  East- 
man says,  is  "unstructured.  I  have  no  contracts 
with  my  clients.  We  work  it  out,  discuss  what 
the  fee  should  be."  He  is  50  and  a  graduate  of 
New  York  University  law  school. 


8.  JOHN  BRANCA 

Ziffren,  Brittenham  &  Branca 
1988  income:  around  $2.5  million 

The  youngest  of  his  Los  Angeles  entertain- 
ment law  firm's  senior  partners,  Branca,  38, 
also  graduated  from  ucla  law  school,  and 
played  keyboards  as  a  professional  musician. 
His  clients  are  to  die  for:  Michael  Jackson,  the 
Rolling  Stones,  the  Beach  Boys,  the  estate  of 


9.  ARTHUR  FLEISCHER 

Fried,  Frank,  Harris,  Shriver  &  Jacobson 
1988  income:  around  $2.5  million 

Fleischer,  56  and  a  graduate  of  Yale  University 
law  school,  is  a  mergers  and  acquisitions  law- 
yer. Deals  include  representing  Hospital  Corp. 
of  America  in  its  $3.6  billion  management 


Elvis  Presley,  David  Lee  Roth,  the  Doors, 
George  Harrison  and  Fleetwood  Mac.  Branca 
runs  virtually  all  of  Michael  Jackson's  business 
affairs.  Represented  such  corporate  clients  as 
sbk/emi  in  its  $125  million  acquisition  of  cbs 
song  rights. 


buyout  this  year.  Also  led  Philip  Morris'  $13 
billion  acquisition  of  Kraft  Inc.  last  year.  He  is 
coauthor  of  Board  Games,  a  nonfiction  book  on 
corporate  directors. 


10.  SAMUEL  BUTLER 

Cravath,  Swaine  &  Moore 

1988  income:  around  $2.4  million 

Butler,  59,  is  presiding  partner  of  New  York's 
295-lawyer  Cravath,  Swaine  &  Moore.  A  Har- 
vard law  graduate,  Butler  represented  Time  in 


the  recent  merger  with  Warner  Communica- 
tions. Clients  include  Squibb,  Ashland  Oil 
and  Paine  Webber. 


Oliu  Day 
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The  Best  Paid  Corporate  Lawyers 


Lawyer/firm 

Location 

Estimated 

1988  income 

(Smillions) 

Law  school 

Age 

David  Boies/Cravath,  Swaine  &  Moore 

New  York,  NY 

around  2.3 

Yale 

48 

George  Kern/Sullivan  &  Cromwell 

New  York,  NY 

over  2 

Yale 

63 

James  Fogelson/Wachtell,  Lipton,  Rosen  &  Katz 

New  York,  NY 

at  least  2 

New  York  Univ 

47 

William  Willis/Sullivan  &  Cromwell 

New  York,  NY 

at  least  2 

Harvard 

63 

Floyd  Abrams/Cahill  Gordon  &  Reindel 

New  York,  NY 

around  2 

Yale 

53 

Allen  Finkelson/Cravath,  Swaine  &  Moore 

New  York,  NY 

around  2 

Columbia 

43 

Jiro  Murase/Marks,  Murase  &  White 

New  York,  NY 

around  2 

Georgetown 

61 

Rodgin  Cohen/Sullivan  &  Cromwell 

New  York,  NY 

around  1.7 

Harvard 

45 

Neil  Anderson/Sullivan  &  Cromwell 

New  York,  NY 

around  1.6 

Columbia 

43 

Thomas  Boggs/Patton,  Boggs  &.  Blow 

Washington,  DC 

1.6 

Georgetown 

49 

Richard  Sprague/Sprague,  Higgins,  Creamer  &  Sprague 

Philadelphia,  PA 

1.6 

Univ  of  Pennsylvania 

64 

Perry  Snydennan/Rudnick  &  Wolfe 

Chicago,  IL 

at  least  1.5 

De  Paul  Univ 

56 

Fred  Bartlit/Kirkland  &  Ellis 

Chicago,  IL 

around  1.5 

Univ  of  Illinois 

57 

Robert  Carswell/Shearman  &  Sterling 

New  York,  NY 

around  1.5 

Harvard 

60 

Peter  Fishbein/Kaye,  Scholer,  Fierman,  Hays  &.  Handler 

New  York,  NY 

around  1.5 

Harvard 

55 

Robert  Fiske  Jr/Davis  Polk  &  Wardwell 

New  York,  NY 

around  1.5 

Univ  of  Michigan 

58 

lack  Levin  KirklanJ  &  Ellis 

Chicago,  IL 

around  1.5 

Harvard 

53 

John  McLoughlin  Latham  &  Watkins 

Los  Angeles,  CA 

around  1.5 

Harvard 

53 

Gerald  Schrager/Dreyer  &  Traub 

New  York,  NY 

around  1.5 

New  York  Univ 

48 

Barry  Slotnick/Slotnick  &  Baker 

New  York,  NY 

around  1.5 

New  York  Univ 

50 

Robert  Strauss/Akin,  Gump,  Strauss,  Hauer  &  Feld 

Washington,  DC 

around  1.5 

Univ  of  Texas 

70 

Clark  Clifford/Clifford  &.  Warnke 

Washington,  DC 

1.5 

Washington  Univ 

82 

Henry  King/Davis  Polk  &  Wardwell 

New  York,  NY 

1.5 

Yale 

61 

Stephen  Fraidin/Fned,  Frank,  Hams,  Shnver  &  )acobson 

New  York,  NY 

around  1.4 

Yale 

50 

Joseph  Califano/Dewey,  Ballantine,  Bushby,  Palmer  &  Wood 

Washington,  DC 

1.4 

Harvard 

58 

Robert  Altman/Clifford  &  Wamke 

Washington,  DC 

around  1.3 

George  Washington  Univ 

42 

Bud  Holman/Kelley  Drye  &  Warren 

New  York,  NY 

around  1.3 

Yale 

60 

Larry  Sonsini  Wilson,  Sonsini,  Goodrich  &  Rosati 

Palo  Alto,  CA 

around  1.2 

Berkeley 

48 

Julius  Berman/Kaye,  Si  holer,  Fierman,  Hays  &  Handler 

New  York,  NY 

1.2 

New  York  Univ 

54 

Fred  Fishman/Kaye,  Scholer,  Fierman,  Hays  &  Handler 

New  York,  NY 

1.2 

Harvard 

64 

Joel  Hirschhurn  '!     id  &  <  lassd 

Miami,  FL 

1.15 

Univ  of  Wisconsin 

46 
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Boies,  a  litigator,  defended  CBS  in  libel  case  brought  by  General  William  Westmoreland;  represented  Texaco  in  litigation  with  Pennzoil 


M&A  lawyer;  the  SEC  has  brought  an  action  against  Kem  for  violating  disclosure  rules  while  representing  Allied  Stores  against  Campeau  Corp. 


M&A  lawyer;  Fogelson's  clients  include  Wasserstein  Perella,  Beecham,  Goldman  Sachs 


Litigator;  Willis'  clients  include  Exxon  and  NV  Philips 


Abrams  is  a  constitutional  lawyer;  clients  include  all  three  networks  and  the  New  York  Times 


M&A  lawyer;  Finkelson's  deals  include  Campeau  takeover  of  Federated,  Grand  Met  acquisition  of  Pillsbury 


International  corporate  lawyer;  Murase  represents  many  Japanese  clients,  including  Nippon  Life  Insurance,  Mitsui  and  Sumitomo;  also  represents  U.S. 
companies  in  Japan 


Banking  lawyer;  Cohen  did  Bank  of  New  York  takeover  of  Irving  Trust;  other  banking  clients  include  Mellon  and  Continental  Illinois 


M&A  lawyer;  Anderson  represents  Morgan  Stanley,  Grand  Met;  successfully  defended  Union  Carbide  against  attempted  hostile  bid  from  GAF  Corp. 


Boggs  is  one  of  the  most  prominent  lobbyists  in  Washington;  represented  Chrysler  in  its  1979  loan  bailout 


Sprague  has  represented  famed  trial  lawyer  F.  Lee  Bailey  in  two  libel  suits,  one  in  1979  and  the  other  in  1988 


Snyderman,  a  real  estate  lawyer,  invests  in  most  of  his  clients'  deals 


Litigator;  Bartlit  recently  successfully  defended  Katy  Industries  management  against  a  $70  million  securities  class  action 


Corporate  lawyer;  Carswell  is  senior  partner  of  the  firm;  former  deputy  Treasury  secretary  under  Jimmy  Carter;  biggest  client  is  Citibank 


Litigator;  managing  partner  of  Kaye  Scholer;  Fishbein's  clients  include  Chris-Craft,  Drexel  trader  James  Dahl  and  Carl  Lindner 


Litigator;  specializes  in  civil  litigation  and  white-collar  criminal  defense  work;  a  former  U.S.  Attorney,  Fiske  was  asked  by  Attorney  General 
Thomburgh  to  take  the  deputy  attorney  general  position;  he  withdrew  after  opposition  from  conservatives 


Corporate  and  tax  lawyer;  Levin's  principal  clients  include  First  Chicago  Venture,  Golder,  Thoma  Cressey  Fund  and  Gaylord  Container 


McLoughlin,  a  corporate  lawyer,  is  principal  attorney  for  KKR 


Real  estate  lawyer;  Schrager's  clients  include  Donald  Trump,  Peter  Kalikow,  Samuel  LeFrak 


Criminal  defense  lawyer;  Slotnick  represented  subway  gunman  Bernhard  Goetz;  clients  have  included  Mafia  biggies 


Strauss  was  special  aide  to  President  Carter  on  the  Mideast  peace  negotiations;  former  chairman  of  Democratic  National  Committee 


Former  counsel  to  President  Truman;  former  chairman  of  the  Foreign  Intelligence  Advisory  Board  in  the  Kennedy  Administration;  Clifford's  clients 
include  Knight-Ridder  and  Du  Pont 


Litigator;  managing  partner  of  Davis  Polk;  King  represented  Sullivan  &  Cromwell  lawyer  George  Kern  in  his  SEC  investigation;  clients  include 
Imperial  Chemical  Industries  Pic.  and  UAL  Corp.  and  its  board  of  directors 


Corporate  securities  lawyer;  Fraidin  recently  represented  the  board  of  directors  of  NWA  Inc.  in  connection  with  sale  of  company;  visiting  lecturer  at 
Yale  Law  School 


Former  Secretary  of  Health,  Education  &  Welfare;  Califano  successfully  defended  journalists  Bob  Woodward  and  Carl  Bernstein  in  a  suit  that  sought  to 
expose  the  famed -Watergate  source  "Deep  Throat" 


Altman's  clients  include  former  House  speaker  Jim  Wright,  First  American  Bank,  Phillips  Petroleum  and  Bert  Lance 


Litigator;  Holman  represented  Union  Carbide  in  its  battle  with  government  of  India  in  Bhopal  litigation;  represented  Hercules  Inc.  in  the  Agent 
Orange  $180  million  class  action  settlement 


Corporate  lawyer;  Sonsini  specializes  in  high-tech  companies  in  Silicon  Valley;  also  teaches  securities  law  at  Stanford  and  Berkeley;  major  clients 
include  Apple  Computer,  Sun  Microsystems,  Businessland 


Litigator;  Berman  represents  Olympia  &  York;  active  in  philanthropic  organizations 


Corporate  lawyer;  Fishman  represents  Equitable  Life  Assurance  in  its  financing  and  real  estate  work;  represented  GTE  in  its  acquisition  work 


Hirschhorn  made  his  name  representing  drug  dealers;  has  recently  switched  to  white-collar  criminal  defense  work 
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S  Lawyer/firm 

Location 

Estimated 

1988  income 

(Smillions) 

Law  school 

Age    | 

Richard  Testa/Testa,  Hurwitz  &  Thibeault 

Boston,  MA 

1. 

Harvard 

50  1 

Richard  Beattie/Simpson  Thacher  &.  Bartlett 

New  York,  NY 

at  least 

Univ  of  Pennsylvania 

50 

Milton  Gould/Shea  &  Gould 

New  York,  NY 

at  least 

Cornell 

80 

Barry  Hirsch/ Armstrong,  Hirsch  &  Levine 

Los  Angeles,  CA 

at  least 

Univ  of  S  Calif 

55  1 

Peter  Malkin/Wien  Malkin  &  Bettex 

New  York,  NY 

at  least 

Harvard 

55  1 

Harvey  Miller/Weil,  Gotshal  &  Manges 

New  York,  NY 

at  least 

Columbia 

56  J 

Ira  Millstein/Weil,  Gotshal  &  Manges 

New  York,  NY 

at  least 

Columbia 

62  1 

Peter  Mullen/Skadden,  Arps,  Slate,  Meagher 

&.  Flom 

New  York,  NY 

at  least 

Columbia 

Jack  Nusbaum/Willkie  Fair  &  Gallagher 

New  York,  NY 

at  least 

Columbia 

49  1 

Harvey  Pitt/Fned,  Frank,  Hams,  Shnver  &  Jacobson 

Washington,  DC 

at  least 

St  John's  Univ                                 42   1 

Bruce  Ramer/Gang,  Tyre,  Ramer  &.  Brown 

Los  Angeles,  CA 

at  least 

Harvard 

56  1 

Thomas  Reynolds  Jr/Winston  &  Strawn 

Chicago,  IL 

at  least 

Univ  of  Michigan 

61  1 

John  Schmidt/Skadden,  Arps,  Slate,  Meagher 

N  Flom 

Chicago,  IL 

at  least 

Harvard 

45  1 

William  Shea/Shea  &  Gould 

New  York,  NY 

at  least 

Georgetown 

82  1 

Henry  Steinman/Latham  &  Watkins 

New  York,  NY 

at  least 

[                     UCLA 

57 

Brendan  Sullivan/Williams  &  Connolly 

Washington,  DC 

at  least 

Georgetown 

47 

Peter  Tufo/Brown  &  Wood 

New  York,  NY 

at  least 

I                   Yale 

51 

George  Vandeman/Latham  &  Watkins 

Los  Angeles,  CA 

at  least 

Univ  of  S  Calif 

49 

Stephen  Volk/Shearman  &.  Sterling 

New  York,  NY 

at  least 

Harvard 

53 

John  Zuccotti/Brown  &.  Wood 

New  York,  NY 

at  least 

I                   Yale 

52 

Evans  Attwell/Vinson  &.  Elkins 

Houston,  TX 

around 

Univ  of  Texas 

58 

Jake  Bloom/Bloom,  Dekom  &  Hergott 

Los  Angeles,  CA 

around 

Cornell 

47 

Peter  Dekom/Bloom,  Dekom  &  Hergott 

Los  Angeles,  CA 

around 

UCLA 

42 

Charles  Goldstein/Shea  &  Gould 

New  York,  NY 

around 

Harvard 

52 

Arthur  Liman/Paul,  Weiss,  Rifkind,  Wharton 

&  Garrison 

New  York,  NY 

around 

Harvard 

56 

James  McCartney/Vinson  &  Elkins 

Houston,  TX 

around 

Univ  of  Texas 

59 

Harry  Reasoner/Vinson  &  Elkins 

Houston,  TX 

around 

Univ  of  Texas 

SI 

Stephen  Hammerman/Mem!!  Lynch  &  Co 

New  York,  NY 

New  York  Univ 

51 

Bruce  Kauffman/DilwonJ.   "a-     n   Kalish  &  Kauffman 

Philadelphia,  PA 

Yale 

iJ 

Paul  Warnke  Clifford  &  Warnk 

Washington,  DC 

Columbia 

V 
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High-tech/venture  capital  lawyer;  Testa's  clients  include  Digital  Equipment  and  Teradyne 


M&A  lawyer;  Beattie  specializes  in  LBO  work;  represents  KKR,  Salomon  Brothers  and  Shearson  Lehman  Hutton;  avid  motorcyclist 

Litigator;  Gould  represented  Israeli  Defense  Minister  Ariel  Sharon  in  his  libel  suit  against  Time  magazine,-  represented  Jack  Kent  Cooke  in  his  recent 
divorce;  active  in  philanthropies 

Entertainment  lawyer;  Hirsch's  clients  include  Tom  Cruise,  Robert  Redford,  Bill  Murray 

Real  estate  lawyer;  son-in-law  and  former  law  partner  of  late  philanthropist  Lawrence  Wien;  Malkin's  clients  include  New  York  real  estate  developer 
William  Zeckendorf 

Bankruptcy  lawyer;  Miller  worked  on  the  Texaco,  Eastern  Air  Lines,  W.T.  Grant,  Continental  Airlines  bankruptcies 

Antitrust  litigator;  Millstein  is  counsel  to  board  of  directors  of  General  Motors,  Bethlehem  Steel  and  R.H.  Macy 

Executive  partner  at  Skadden;  Mullen  rarely  practices  law  anymore;  focuses  on  running  the  1,000- lawyer  firm 

M&A  lawyer;  Nusbaum  represented  Shearson  in  the  E.F.  Hutton  acquisition  and  Donald  Trump  in  Resorts  International  deal 

Litigator;  former  general  counsel  of  the  SEC;  Pitt  is  best  known  for  representing  arbitrager  Ivan  Boesky  in  his  $100  million  plea  agreement  with  the 
government  on  insider  trading  charges 

Entertainment  lawyer;  Ramer's  clients  include  Steven  Spielberg  and  Clint  Eastwood 

Chairman  of  Winston  &  Strawn;  Reynolds  sits  on  the  boards  of  Gannett,  Union  Pacific  and  Frank  B.  Hall  &  Co. 

Corporate  securities  lawyer;  Schmidt  has  been  a  key  adviser  to  Chicago  Mayor  Richard  Daley 

Famous  sports  lawyer  and  fan;  New  York's  Shea  Stadium  is  named  after  him;  represents  Yankees  and  Mets,  Archdiocese  of  New  York,  Lilco;  still 
wields  considerable  political  influence  in  New  York  affairs 

Corporate  lawyer;  Steinman's  clients  include  Peter  Ueberroth,  Drexel  Burnham  Lambert,  KKR 

Litigator;  Sullivan  represented  Oliver  North  in  Iran-Contra  scandal;  also  represented  former  president  of  Beechnut  in  fake  apple  juice  case 

Real  estate  lawyer/litigator;  Tufo  represents  Columbia  University  and  Sotheby's;  current  chairman  of  the  New  York  State  Thruway  Authority 

M&A  lawyer;  Vandeman's  past  deals  include  Ted  Turner's  unsuccessful  bid  for  CBS,  Turner's  acquisition  of  MGM  film  library,  and  Marvin  Davis' 
unsuccessful  bid  for  NWA  Inc. 

M&A  lawyer;  Volk  represents  many  investment  banks;  structured  recent  First  Boston-Credit  Suisse  buyout,  in  which  First  Boston  was  taken  private 

Real  estate  lawyer;  Zuccotti  represents  large  number  of  New  York  developers,  including  Milstein  family  and  Leonard  Stern;  active  in  public  interest 
work;  former  first  deputy  mayor  of  New  York,  current  cochairman  of  the  Citizens  Commission  on  AIDS 

Attwell  is  managing  partner  of  firm;  clients  include  Bunker  and  Herbert  Hunt 

Entertainment  lawyer;  Bloom's  clients  include  Sylvester  Stallone,  Arnold  Schwarzenegger,  Bruce  Willis 

Entertainment  lawyer;  Dekom  specializes  in  motion  picture  and  television  financing  and  representing  production  companies;  most  recently 
engineered  JVC  Victor's  movie  production  deal  with  producer  Larry  Gordon 

Goldstein,  one  of  the  most  prominent  New  York  real  estate  lawyers,  represents  at  least  half  of  The  Forbes  Four  Hundred  real  estate  moguls 

Litigator;  Liman  was  chief  counsel  to  the  Senate  subcommittee  in  Iran-Contra  scandal;  former  president  of  the  Legal  Aid  Society  in  New  York; 
currently  represents  Michael  Milken 

Litigator;  McCartney's  clients  include  Amoco  Production,  Mobil  Oil  and  Fina  Oil  &  Gas 

Corporate  lawyer';  Reasoner  recently  won  $750  million  settlement  for  client  Energy  Transportation  System  in  antitrust  suit  brought  against  Santa  Fe 
Railroad  and  other  railroads 

Hammerman  is  general  counsel  of  Merrill  Lynch 

Litigator;  Kauffman's  clients  include  Armand  Hammer,  Frank  Sinatra;  member  of  MOVE  Commission  panel  investigating  allegations  of  wrongdoing 
by  Philadelphia  Mayor  Goode  and  police 

Chief  negotiator  on  the  SALT  II  arms  agreement;  Wamke  defended  Procter  &  Gamble  in  a  case  charging  the  company  with  fixing  price  of  vegetable  oils 
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Its  debt  is  a  staggering  86%  of  capital  Its 
business  depends  on  fickle  kids.  Yet  Tonka 
Corp.  is  now  managing  itself  out  of  the 
deepest  hole  in  Toyland. 


Keep  on  truckin 


By  Steve  Weiner 


Go  figure  Steve  Shank,  chair- 
man and  chief  executive  offi- 
cer of  Tonka  Corp.,  the  $908 
million  (sales)  toy  company.  The  hot- 
test toys  these  days  are  electronic 
games  like  Nintendo.  But 
Tonka,  which  sold  $160 
million  worth  of  Sega  vid- 
eogames last  year,  won't 
market  that  popular  and 
improving  line  next  year. 

"We  know  Sega  will  do 
well,  but  we  need  high 
margins  to  compensate  us 
for  risk,"  explains  Shank, 
45,  a  lawyer  turned  mar- 
keter who  has  run  Tonka, 
of  Minnetonka,  Minn.,  for 
the  last  ten  years.  "We  de- 
cided we  could  best  use 
those  [Sega]  resources 
elsewhere."  The  margin 
on  the  licensed  Sega  prod- 
ucts is  about  25%,  Shank 
adds,  versus  a  recent  aver- 
age of  49%  from  Tonka's 
own  toy  lines. 

Risk  management  is 
what  Tonka  is  all  about 
these  days.  In  October 
1987  Tonka  purchased 
Kenner  Parker  Toys  for 
$548  million,  of  which 
$448  million  was  good- 
will, which  must  be 
charged  against  earnings 
over  40  years.  As  a  result 
of  the  purchase,  Tonka 
has  been  buried  by  debt — 
about  $500  million  of  it  at 
the  end  of  this  year's  first 
half,  or  86%  of  capital. 
With  interest  expense  of 
nearly  $91  million,  Tonka 
nearly  $6  million  last 


year,  even  though  operating  income 
multiplied  fourteenfold,  to  $94  mil- 
lion. Counting  a  one-time  charge  for 
early  repayment  of  a  bridge  loan,  Ton- 
ka lost  $10.5  million  in  1987. 

In  Kenner  Parker,  Tonka  appeared 
to  buy  a  company  that  was  washed 


a  i  orp  (  haimuin  Stephen  Slxmk 
"You  make  prudent,  sober  assessments." 


up.  Formerly  part  of  General  Mills, 
Kenner  and  Parker  Brothers,  the  board 
game  company,  were  combined  and 
spun  off  to  shareholders  in  November 
1985  after  no  strong  bidder  emerged. 
Parker's  best  properties — the  Monop- 
oly, Risk,  Sorry!  and  Clue  games — 
were  no-growth  businesses,  and  Ken- 
ner's  best  toys,  Star  Wars  figures  and 
Care  Bear  plush  dolls,  had  dropped 
from  sight. 

But  Toyland  is  nothing  if  not  sur- 
prising. Shank  has  begun  to  rebuild 
Tonka's  lines  of  staple  toys,  now  at 
45%  of  sales.  For  example,  Play-Doh, 
a  modeling  compound  first  intro- 
duced in  1956,  seemed  stuck  with 
sales  that  ran  about  $20  million  a  year 
throughout  the  1980s.  But  Tonka  add- 
ed a  variety  of  molds  and  cutters  to  its 
line  in  1988  and  food  play  sets  this 
year.  Play-Doh  sales  should  hit  $50 
million  this  year,  despite  competition 
from  Tyco  Toys'  copycat  Super 
Dough  (Forbes,  Nov.  28,  1988). 

Shank  had  little  choice  but  to  buy 
something  like  Kenner.  One  good  toy 
line — in  Tonka's  case,  its  tough  steel 
toy  vehicles — isn't  enough  to  be  con- 
sistently profitable  in  the 
cyclical  toy  industry,  nor 
to  compete  for  shelf  space 
(60%  of  sales  go  through 
the  country's  top  ten  toy 
retailers). 

The  Kenner  purchase 
also  gave  Tonka  market-, 
ing  muscle  in  Europe  and 
other  growing  overseas 
markets.  That  fertile  terri- 
tory extends  the  life  of 
toys  that  have  run  their 
course  in  the  U.S.  Ken- 
ner's  mask  line  of  boy's 
action  toys,  no  factor 
here,  will  produce  Europe- 
an sales  of  more  than  $20 
million  this  year.  A  third 
of  Tonka's  sales  and  $33 
million  in  operating  profit 
came  from  foreign  busi- 
ness last  year;  Shank  ex 
pects  it  to  produce  half  of 
sales  within  five  years. 

Just  as  important  as 
adding  Kenner  Parker, 
Tonka's  marketing  has 
become  first  rate.  Take 
Hyper  Drivers,  its  new 
line  of  very  fast  electric 
cars.  Pioneered  in  Japan, 
such  cars  will  be  offered 
by  half  a  dozen  large  toy 
companies  in  the  U.S.  this 
year.  Tonka  priced  its  cai 
in  the  popular  $6-to-$7 
range,  and  began  distribu 
tion  in  July,  a  monti 
ahead  of  the  competition 


vih  Ri-snuk 
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Hot  Tonka  toys 

A  mix  of  superfast  Hyper  Driver  cars,  rejuvenated  Play-Doh  products  and  Mighty  Tonka  vehicles. 


The  company  is  spending  $5  million 
on  television  advertising;  in  a  deal 
with  General  Mills,  the  cars  will  be 
promoted  on  the  backs  of  18  million 
boxes  of  cereal.  If  all  goes  well,  says 
Shank,  Tonka  could  win  up  to  40%  of 
a  $400  million  market  predicted  for 
such  cars  through  1990. 

For  any  product  whose  sales  don't 
materialize,  Shank  vows  to  be  ruth- 
less. "You  make  prudent,  sober  as- 
sessments," says  Shank,  "and  you 
don't  get  carried  away  with  inven- 
tory." Weak  toys  might  have  lingered 
in  the  product  line  previously,  but 
now  nonperformers  are  shed  in  as  lit- 
tle as  three  months. 

Kenner's  emphasis  has  been 
switched  to  launching  a  half-dozen 
new  product  lines  a  year  instead  of  the 
two  or  three  big  new  toys  of  the  past. 
"We  don't  need  home  runs,  we  just 
need  reasonable  success,"  says  Shank. 
"But  we  also  are  a  logical  candidate  to 
hit  a  home  run." 

Tonka  returned  to  profitability  in 
this  year's  second  quarter,  with  oper- 
ating income  nearly  double  that  of  the 
1988  first  half  despite  a  slight  dip  in 
sales.  Not  counting  an  anticipated 
1990  charge  for  new  tax  accounting 
rules,  the  company  expects  to  remain 
consistently  profitable.  Tonka  is  just 
now  modernizing  its  steel  truck  lines, 
following  the  Play-Doh  pattern.  It  has 
refined  its  market  research,  using 
tests  that  require  children  to  spend 
tokens  to  purchase  toys  they  want, 
one  way  to  gauge  demand. 

"Despite  the  appearance  of  our  bal- 
ance sheet,  our  performance  has 
shown  we  are  a  solidly  competitive 
company,"  says  Shank.  He  does  not 
try  to  paper  oyer  the  fact  that  thanks 
to  its  heavy  debt,  the  company  faces 
years  of  extreme  financial  risk.  A  seri- 
ous recession,  a  true  cataclysm  in 
China  (where  Tonka  sources  more 
than  35%  of  its  toys)  or  a  long  string  of 
flop  toys  could  be  crippling.  But  he 
also  makes  a  good  point  when  he  ar- 
gues that  better  than  most  compa- 
nies, Tonka  has  learned  to  manage 
risk.  ■ 


Weyerhaeuser  Co.  is  potentially  one  of  the 
richest  businesses  in  the  U.S.  Yet  it  lags  its 
industry  in  profitability,  and  its  stock  sells 
for  much  below  breakup  value.  A  current 
strategic  reorganization  may  be  the  family 
management's  last  chance. 

Lost  in  the  woods 


By  Marc  Beauchamp 


Weyerhaeuser  Co.  (1988  rev- 
enues, $10  billion)  owns  rich 
and  irreplaceable  assets.  It 
holds  title  to  5.8  million  acres  of  high- 
ly productive  timberlands,  split  even- 
ly between  the  South  and  the  Pacific 
Northwest — plus  long-term  licenses 
to  9  million  productive  acres  in  Cana- 
da. Thus,  each  100  shares  of  Weyer- 
haeuser stock  represents  ownership  of 
nearly  3  acres  of  some  of  the  finest 
timber  available — and,  worldwide, 
timber  is  becoming  a  scarce  resource. 
Unlike  many  competitors  that  must 
buy  logs  from  public  lands  and  thus 
must  contend  with  cranky  politicians 
and  environmentalists,  Weyerhaeuser 
needn't  worry  about  restrictions  on 
log  exports  and  log  cutting. 

By  one  estimate,  Weyerhaeuser's 
stock,  recently  around  $30  a  share,  is 
selling  for  what  its  trees  alone — 18 
billion  cubic  feet,  including  the  Cana- 
dian timber — are  worth.  That's  with- 
out counting  the  company's  valuable 
state-of-the-art  sawmills  and  pulp  and 
paper  plants.  George  Haloulakos,  an 
analyst  with  Dain  Bosworth  in  Seat- 
tle, estimates  the  company's  real  as- 
set value  at  $50  a  share. 

For  all  this,  the  stock  has  been  a 


long-standing  disappointment.  Aided 
by  the  weak  dollar  and  subsequent 
strong  export  demand,  plus  a  building 
boom  at  home,  Weyerhaeuser's  prof- 
its ($564  million  last  year)  have  al- 
most tripled  since  1985.  But  the  gain 
came  from  a  low  base,  and  "the  Big 
W"  continues  to  lag  the  forest  prod- 
ucts industry  in  just  about  every  mea- 
sure of  profitability.  Last  year  Weyer- 
haeuser earned  5.6  cents  for  every  dol- 
lar of  sales,  versus  7.6  cents  for  the 
industry  and  10.4  cents  for  Potlatch 
Corp.  Weyerhaeuser's  14%  return  on 
equity  compares  with  the  industry  av- 
erage of  nearly  17%.  Considering  the 
vast  natural  assets  Weyerhaeuser  con- 
trols, this  substandard  return  is  all  the 
more  embarrassing. 

In  apparent  recognition  of  this 
embarrassment,  in  1988  Chairman 
George  Weyerhaeuser,  62,  great- 
grandson  of  founder  Frederick  Weyer- 
haeuser, gave  up  the  presidency,  and 
the  board  appointed  John  (Jack) 
Creighton,  56,  a  lawyer  who  earned  a 
business  degree  from  the  University 
of  Miami.  Creighton  had  been  run- 
ning Weyerhaeuser's  successful  real 
estate  subsidiary.  A  year  later  it  was 
announced  that  the  company  was  en- 
gaging in  a  soul-searching  review  of 
corporate  strategy  and  direction. 
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Concorde  jetliners  and  chil-  sible  and  toughen  rubber  so  it 

dren's  dirt  bikes  would  be  in  can  bounce  back  into  shape  again 

for  rough  landings  were  it  not  for  and  again. 
Akzo's  Crystex    insoluble  sulfur.  4s  a  matter  of  fact,  without 

Cry stex    additives  make  high  on         oducts  the  tires  on  a 

performance    radial    tires   pos-  Cone  s  landing  gear  would 


need    replacement   after   every       products  are  just  a  clas? » 


touch  -  down.  Invisible  on  the 
finished  product   but   essential 
to  its  performance  -  as  are  the 
industrial  fibers  from  Akzo  that 
toughen  the  same  tires  -  Crystex 


ample  of  one  of  Akzo's  ( 
activities:  turning  commc 
into  specialties. 

Akzo's    specialty    che< 
are  also  an  unseen  yet  es  ' 


P  tent  in  modern  papers, 
»t  etergents.  fabric  soften- 
I  nts,  medicines,  synthetic 
n  computer  chips,  insecti- 
Rj  dhesives  and  hundreds  of 
•  terns    We've    developed 


nearly  all  of  these  applications 
in   close  cooperation   with  our 
clients.  Many  are  based  on  the 
more  than  20,000  patents  award- 
ed to  our  researchers. 

Akzo.  We're  70,000  people  in 


50  countries,  active  in  chemicals, 
fibers,  coatings  and  health  care. 

For  further  information 
please  write  to  Akzo  America  Inc, 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


AKZO 


The  strategic  review  is  certainly 
overdue.  Weyerhaeuser's  recent  histo- 
ry is  one  of  confused  direction  and 
inadequate  controls.  To  lessen  its  de- 
pendence on  the  cyclical  timber  busi- 
ness, Weyerhaeuser  made  the  obvious 
decision:  diversify.  But  it  diversified 
sloppily,  branching  out  almost  at  ran- 
dom. Among  many  other  things,  it 
makes  private-label  disposable  dia- 
pers, builds  homes  and  office  blocks, 
owns  a  savings  and  loan  in  California 
and  sells  annuities.  The  diversifica- 
tion was  poorly  conceived  and  poorly 
managed.  Managers  at  Weyerhaeu- 
ser's nursery  products  business  decid- 
ed to  expand  from  selling  trees  and 
plants  into  garden  supplies  such  as 
shovels  and  rakes.  From  there,  they 
bought  a  pet  supply  company,  and 
suddenly  Weyerhaeuser  was  selling 
such  things  as  scratching  posts  for 
cats.  It  was  like  this  all  over  the  com- 
pany, and  it  has  tied  up  capital  and 
management  attention  in  far-flung 
and  often  unremunerative  businesses. 

The  result  was  predictable:  Last 
year  this  mishmash  of  nonforest  prod- 
uct businesses  accounted  for  30%  of 
Weyerhaeuser's  $10  billion  in  reve- 
nues but  only  7.5%  of  operating  prof- 
its. This  low  rate  of  return  dragged 
down  the  whole  company. 

Although  Weyerhaeuser  executives 
don't  want  to  talk  until  the  strategic 
review  is  completed,  there  can  be  lit- 
tle doubt  which  way  the  review  will 
take  the  company:  back  to  forest  prod- 
ucts. The  company  will  probably  sell 
businesses  distant  from  trees,  paper 
and  wood  products.  Likely  candidates 
for  divestiture  include  Altadena, 
Calif. -based  ($1  billion  deposits)  Re- 
public Federal  Savings  &  Loan,  ac- 
quired in  1985,  and  gna  Corp.,  which 
sells  annuities,  insurance  and  securi- 
ties. Last  year  Weyerhaeuser  sold  its 
salmon  ranching  and  hydroponic  veg- 
etable businesses. 

The  clearance  sale  continues.  In 
[uly  the  bulk  of  Weyerhaeuser's  $280 
million  (sales)  nursery  and  garden 
supply  business  went  on  sale.  Also  for 
sale:  $23  million  (sales)  Benjamin  An- 
sehl  Co.  of  St.  Louis,  which  makes 
private-label  suntan  oil  and  other 
health  and  beauty  products. 

Even  profitable  operations  that 
would  seem  to  fit  with  Weyerhaeu- 
ser's core  businesses  will  likely  be 
sold  if  they  can't  be  leaders  in  their 
industries.  In  June  Weyerhaeuser  sold 
its  $30  million  (annual  sales)  milk 
carton  plant  in  Vancouver,  Wash  to 
industry-leading  Swedish  packaging 
giant  Tetra  T:ik,  which  operates  i 
102  market  u  md  the  world.  The 
nth  Weyerhaeuser  put  its 
'  is  Uitable  gyp- 


sum wallboard  business  on  the  block. 
Weyerhaeuser  Mortgage  Co.,  buffeted 
by  interest  rate  swings  and  industry 
competition,  may  also  go.  The  $336 
million  (1988  revenues)  disposable  di- 
aper business,  though  a  big  consumer 
of  Weyerhaeuser  pulp,  is  barely  profit- 
able because  of  cutthroat  pricing  and 
steep  r&d  costs  required  to  keep  up 
with  market  leaders  like  Kimberly- 
Clark,  which  makes  Huggies  diapers. 
It,  too,  could  be  sold. 

It  is  probable  that  Weyerhaeuser 
will  keep  some  part  of  its  profitable 
$798  million  (1988  revenues)  real  es- 
tate subsidiary,  which  builds  single- 
family  homes  and  office  buildings  in 
such  strong  markets  as  Seattle,  south- 
ern California,  New  Jersey  and  Wash- 
ington, D.C.  Weyerhaeuser  owns 
thousands  of  acres  of  prime  land 
around  the  fast-growing  Seattle-Taco- 
ma  area.  Plans  call  for  a  2,000-home 
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golf  course  community  in  the  Sno- 
qualamie  Valley,  east  of  Seattle. 

Sales  of  noncore  businesses  could 
raise  $1.5  billion,  estimates  Dain  Bos- 
worth's  Haloulakos.  Look  for  the 
Weyerhaeuser  board  to  use  that  mon- 
ey to  modernize  or  build  new  mills  to 
process  lumber,  paper  and  pulp. 

The  new  strategy,  in  short,  will 
build  on  the  company's  strengths  in- 
stead of  trying  to  push  it  into  new 
businesses.  This  is  a  sensible  if  over- 
due move.  When  it  comes  to  technol- 
ogy, Weyerhaeuser  leads  the  wood 
products  industry.  Case  in  point:  Its 
year-old  $210  million  fine  paper  mill 
at  Prince  Albert,  Saskatchewan,  can 
turn  out  600  tons  a  day.  Next  year 
Weyerhaeuser,  the  world's  leading 
supplier  of  market  pulp  with  1.1  mil- 
lion metric  tons  last  year,  will  finish  a 
$500  million,  1,200-ton-per-day 
bleached  kraft  pulp  mill  at  Columbus, 
Miss.  Expected  to  be  one  of  the 
world's  most  efficient  pulp  mills,  it  is 
>■  ing  built  to  meet  still  rising  world- 
demand  for  pulp. 


Meanwhile,  Creighton  will  certain- 
ly cast  a  hard  eye  at  the  core  paper  and 
wood  products  operations  with  the 
aim  of  making  them  more  profitable. 
And  Weyerhaeuser's  elaborate  forest 
products  distribution  system  can  cer- 
tainly be  trimmed. 

All  these  are  obvious  steps.  The  real 
question  is:  Will  Creighton  finally  get 
tough  with  the  company's  long-stand- 
ing problems?  And  will  the  board 
back  him  if  he  does?  Weyerhaeuser  is 
famous  for  its  paternalism.  George 
Weyerhaeuser  shut  mills  and  laid  off 
workers  only  as  a  last  resort  and  then 
reportedly  brooded  about  it. 
Creighton  has  already  broken  one 
Weyerhaeuser  tradition.  He's  brought 
in  new  management  from  outside  the 
company,  Ronald  Glick  (from  Great 
Northern  Nekoosa),  to  run  the  recent- 
ly combined  container  board  and 
packaging  operation. 

To  its  credit,  Weyerhaeuser  began 
routine  reforesting  over  50  years  ago. 
More  than  half  of  its  lands  are  inten- 
sively managed  tree  plantations.  Last 
year,  for  example,  it  planted  more 
than  60  million  genetically  improved 
seedlings  on  some  124,000  acres.  Tree 
plantation  timber  is  more  than  twice 
as  productive  as  natural  forest. 
Weyerhaeuser  will  reap  the  benefits 
of  tree  farming  in  the  Nineties  and 
beyond.  But  these  gains  will  be  wast- 
ed unless  the  company  can  become  a 
lot  more  efficient.  For  the  first  six 
months  of  1989  Weyerhaeuser's  prof- 
its rose  14%,  to  $303  million,  on  flat 
revenues  of  $5  billion. 

The  Weyerhaeuser  family,  which 
owns  about  12%  of  the  company's 
208  million  shares,  still  gathers  for  an 
annual  reunion,  and  George  managed 
to  lure  his  two  sons  into  the  business 
(George  Jr.  is  a  vice  president  in  the 
paper  company,  and  David  works  in 
the  hardwood  division).  But  George 
Weyerhaeuser  exerts  only  tenuous 
control  these  days.  The  Weyerhaeuser 
clan  is  five  and  six  generations  re- 
moved from  founder  Frederick,  and 
that  12%  stock  holding  is  spread  over 
more  than  200  people. 

In  a  situation  like  this,  sentiment 
runs  thin,  and  the  clamor  for  maximi- 
zation of  stock  price  inevitably  in- 
creases. To  keep  the  heirs  reasonably 
content,  Weyerhaeuser  has  paid  gen- 
erous dividends — currently  $1.15  a 
share.  But  in  these  days  of  takeover 
and  breakup,  dividends  are  no  longer 
enough.  The  chatter  around  Seattle  is 
that  John  Driscoll,  a  director  who 
votes  3.5  million  family  shares, 
would  recommend  selling  if  an  offer 
of  $45  to  $50  a  share  were  made. 

Time  may  be  running  out  on  family 
control  of  this  venerable  enterprise.  ■ 
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Our  Mdustrial/Technolog^  Group 

puts  high-tech  real  estate  solutions 

right  at  your  fingertips. 


Cushman  &  Wakefield  is  the  only  resource  you  need  to 
keep  your  high-technology  business  on  the  cutting  edge. 

Our  specialists  know  how  to  meet  the  specific  real 
estate  needs  of  industrial  and  high-technology  businesses. 
We  know  how  important  the  right  kind  of  real  estate  devel- 
opment and  investment  is  to  your  firm.  And  we  have  the 
expertise  and  research  capabilities  to  make  well-informed 


recommendations  on  the  crucial  real  estate  decisions  your 
rapidly  expanding  indu<        i  facing. 

Tb  find  out  more  ■  b  tut  the  real  estate  firm  that 
understands  what  yoi  ir  mdus-       __  -^-—    -  -    p 
try  needs,  call  us.  CwSHVlAN" 

We're  Ameri  a's  direct  line    WAKEFIELD* 
to  business  rea1  ^state  services,   a  rockefeller  group  company 

Business  America's  Real  Estate  Firm. 
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The  Canon  Color  I  ^ier 

500  System  and  its  digital  i 
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communication. 

By  converting  originals  into  ei 
tronic  signals,  Canon's  exclusive  tech- 
nology reproduces  images  with  256 
gradations  per  color  at  400  dots  per 
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inch.  Clarity  and  definition  comparable     either  a  high  resolution  film  scann  I 


to  professional  printing. 

This  unique  digital  technology 
also  makes  advanced  new  creative  func- 
I  ons  possible.  Composing  color  layouts 
ombining  multiple  color  originals 
now  be  performed  right  at  the 
Copies  from  slides  and  negatives 
i  be  reproduced  instantly,  with 


a  film  projector. 
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And  unlike  any  copier  before,  a 
utionary  Intelligent  Processing 
i  gives  the  world's  first  digital  and 
Jig  interfacing  capability.  A 
I  through  that  allows  you  to  pro- 
C  full  color  copies  from  almost  any 


Whether  you  need  an  alternative 
to  color  printing,  an  on  site  photo 
processor  or  an  electronic  graphics 
studio,  clearly  no  other  copier  can 
compare. 

To  find  out  more  call 


I  onic  image  source,  including  video    1-800-OK-CANON,  or  write  to 
d  nputers,  offering  virtually  limit-        Canon  USA  Inc.,  RQ  Box  3900, 
ossibilities  for  future  applications.     Peoria,  Illinois  61614. 
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The  Digital  Difference. 


The  Funds 


Edited  by  Jonathan  Clements 


Should  the  investor  hold  off  buying  a  fund 
until  it  has  been  in  existence  for  a  decade 
or  more?  Not  necessarily. 


Good  news 


UTUAL    FUND    INVESTORS    are 

often  advised  to  pick  a  fund 
with  a  long  and  successful 
record,  running  over  a  decade  or  so. 
That's  sensible  advice,  and  here  at 
Forbes  we  use  it  as  one  of  the  criteria 
for  our  fund  honor  roll  (Sept.  4). 

Does  that  mean  the  smart  investor 
will  never,  but  never,  touch  a  newer 


fund?  One  that  has  been  in  existence 
only  a  few  years  or  even  less?  Not  at 
all.  At  least  a  few  of  these  relative 
newcomers  will  turn  out  to  be  tomor- 
row's hot  performers,  candidates  for 
Forbes'  mutual  fund  honor  roll.  How 
to  separate  the  promising  from  the 
merely  hopeful? 
The  best  way  to  pick  the  potential 
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winners,  in  our  view,  is  to  find  out 
who  is  running  the  fund.  Is  it  some- 
one with  a  good  record?  We  looked  for 
newer  no-load  or  low-load  funds  run 
by  money  managers  who  have  pro- 
duced excellent  results  with  other 
mutual  funds  or  with  their  private 
accounts — on  the  assumption  they 
will  do  equally  well  with  the  new 
funds  they  manage.  We  analyzed  the 
five-year  performance  figures  put  to- 
gether by  cda  Investment  Technol- 
ogies of  Rockville,  Md.,  and  also 
looked  for  stock  pickers  who  were 
kept  off  the  Forbes  honor  roll  because 
their  funds  are  closed  to  new  inves- 
tors, but  who  are  running  other  funds 
that  are  still  taking  new  money.  Six 
newer  funds  met  our  standards: 

•  New  York  City  money  manager 
Reich  &  Tang  is  near  the  top  of  the 
five-year  cda  ranking.  Investors  wish- 
ing to  open  a  private  account  at  Reich 
&  Tang  need  $20  million,  so  this  firm 
wasn't  an  option  for  smaller  investors 
until  it  launched  its  Reich  &  Tang 
Equity  Fund  in  1985.  The  fund  has  a 
$5,000  minimum,  and  its  portfolio  is 
stacked  with  the  same  stocks  that  are 
in  Reich  &  Tang's  private  accounts. 

Reich  &  Tang's  fund,  managed  by 
Robert  Hoerle,  56,  invests  largely  in 
small  and  medium-size  companies, 
firms  like  Pioneer  Hi-Bred  and  Equita- 
ble Resources.  Hoerle  is  betting  that 
Pioneer,  despite  its  recently  weak 
earnings,  will  benefit  as  biotechnolo- 
gy is  more  widely  applied  to  farming. 
Equitable  is  a  natural  gas  exploration 
and  distribution  company  that,  un- 
like most  of  its  competitors,  has 
healthy  discretionary  cash  flow  in 
spite  of  depressed  gas  prices.  Equita- 
ble has  a  lot  of  reserves  in  the  Appala- 
chian mountains,  nearer  to  northeast- 
ern markets  than  are  the  gas  fields  of 
bigger  producers. 

•  Memphis-based  Southeastern  Asset 
Management,  headed  by  O.  Mason 
Hawkins,  41,  has  started  two  stock 
funds  in  the  last  three  years,  sam  Val- 
ue Trust  and  sam  Small  Cap  Fund 
(Forbes,  Oct.  3,  1988).  Hawkins  likes 
to  hunt  through  a  company's  balance 
sheet,  looking  for  real  estate,  brand 
names  and  inventories  that  are  car- 
ried on  the  books  for  a  fraction  of  their 
real  worth.  Hawkins  also  looks  for 
companies  trading  at  not  more  than 
10  times  discretionary  cash  flow, 
which  he  defines  as  net  income  plus 
depreciation  less  nondiscretionary 
capital  expenditures.  Other  analysts 
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The  Principal  Edge.  Change.  It  can  happen  in  a  flash. 
New  developments.  New  responsibilities. 
Fortunately,  there's  a  life  insurance  plan  that's  designed  to  change  as 
quickly  as  life  does. 

New  Adjustable  Life  III  from  Principal  Mutual  Life  Insurance  Company, 
lead  company  of  The  Principal  Financial  Group?  AL  III  is  tailored  to 
your  individual  needs  right  from  the  start.  And  it  lets  you  adjust  the 
amount  and  schedule  of  your  premiums  to  fit  your  financial  picture 
throughout  your  life. 

Adjustable  Life  is  just  one  way  The  Principal®  has  helped  individuals 
and  businesses  realize  their  financial  goals  for  over  a  century.  Our 
dedication  to  personalized  service  has  helped  us  become  one  of 
America's  largest  financial  services  organizations. 

From  mutual  funds,  mortgages,  life 

and  disability  insurance  to  stock 

brokerage  services,  pensions  and 

employee  benefit  plans?  look  for 

•a|         an  advantage.  Look  for 

r  jnaflG'  The  Principal  Edge. 

The  Principal  Financial  Group, 
71 1  High  Street,  Des  Moines,  IA  50309 
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"Avaitfbi)flrirough  Principal  Mutual  Life  Insurance  Company,  Des  Moines  Jolla,  and  its  subsidiaries:  Mutual  funds  through  Princor  Financial  Services  Corporation,  a 
registelted  broker-dealer.  Stock  brokerage  services  thrqugh  Eppler,  Guerin  &  Turner,  Inc  (not  available  in  all  states)  Form  *»SF68.  ©  1989  Principal  Mutual  Life  Ins.  Co. 
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Farm  team 


The  Forbes  honor  roll,  published  in  our  annual  fund  who  have  records  of  their  own — often,  in  managing  pri- 
survey  in  September,  is  limited  to  funds  with  excellent  vate  accounts — going  back  at  least  five  years,  and  who 
long-term  records.  What  of  the  promising  newer  funds  are  now  managing  funds  too  new  to  go  on  the  honor  roll, 
that  can  qualify  only  in  future  years?  To  find  these  Also  included  are  newer  funds  of  managers  whose  well- 
candidates  for  future  honors,  we  searched  for  managers  run  older  funds  are  closed  to  new  accounts. 


Manager 


5-year 
performance1 


Fund 


Annual 

Assets 

expenses 

Minimum 

($mil) 

per $100 

investment 

Mano  Gabelli 


29.1% 


Gabelli  Equity  Trust 


$602 


$1.25 


O  Mason  Hawkins 


24.4 


Southeastern  Asset  Mgmt  Value  Trust 


111 


.50 


$50,000 


Robert  Hoerle 


22.9 


Reich  and  Tang  Equity 


110 


1.11 


5,000 


John  Neff 


22.9* 


Vanguard  Gemini  II 


316 


0.71 


Michael  Price 


20.  I4 


Mutual  Series-Mutual  Beacon 


ZZ3, 


0.60 


50,000 


Richard  Strong 


22.7 


Strong  Opportunity 


205 


.60 


,000 


S&P  500 


20.0 


'Annualized  Except  where  noted,  performance  numbers  are  from  CDA  Investment  Technologies.     Closed-end  fund      'Performance  of  Vanguard  Windsor 
'Performance  of  Mutual  Series-Mutual  shares 


The  Funds 


prefer  to  look  at  earnings  before  inter- 
est and  taxes  (see following  story) 

But  Hawkins,  who  has  positions  in 
Coca-Cola  Enterprises,  Pulitzer  Pub- 
lishing and  insurer  Old  Republic  In- 
ternational, is  having  trouble  finding 
stocks  that  are  cheap  in  relation  to 
breakup  values  or  cash  flow.  Says  he, 
"We  have  the  largest  cash  position 
we've  had  since  the  summer  of  1987. 
Cash  is  built  to  about  20%  in  the 
Value  Trust,  and  it's  building  now  in 
the  Small  Cap  Fund." 
•  Stock  pickers  Richard  Strong  and 
William  Corneliuson  launched  two 
balanced  funds  in  1981,  more  recently 
adding  a  growth  fund  and  an  aggres- 
sive growth  fund.  These  two  Milwau- 
kee-based stock  pickers  aim  to  pro- 
duce a  5%  real  return  each  year,  and 
they  will  move  their  funds  into  cash 
or  bonds  when  they  think  they  can 
meet  that  goal  without  the  risk  ot 
investing  in  stocks.  At  fune  30,  for 
instance,  their  aggressive  growth  hind 
had  almost  23%  of  its  assets  parked  in 
short-term  investments.  When  pick- 
ing stocks,  Strong  and  Corneliuson 
try  to  find  companies  with  strong, 
sustainable  cash  flow  that  arc  cheap 
relative  to  their  "replacement  book 
value."  By  that  they  mean  what  the 
book  value  would  be  if  assets  were 
carried  at  current  replacement  costs 
rather  than  historical  costs. 

"To  be  a  successful  investor,  you 
li.ivc  to  change  with  the  times,"  ar- 
gues Strong.  In  the  1960s  and  1970s, 
we  were  involved  in  growth  stocks.  In 


the  1970s,  we  were  involved  with  en- 
ergy securities.  In  the  early  part  of  the 
1980s,  we  were  involved  in  the  de- 
fense industry." 

Next  to  blossom  will  be  solid 
growth  stocks,  says  Strong,  who  is 
now  betting  on  companies  like 
McDonald's  and  Philip  Morris. 

•  cda  ranks  value  investor  Mario  Ga- 
belli as  the  top  money  manager  over 
the  past  five  years,  out  of  a  field  of 
194.  Yet  none  of  Gabelli's  funds  ap- 
pear on  Forbes'  mutual  fund  honor 
roll,  because  none  have  been  in  exis- 
tence long  enough.  Clearly,  investors 
need  not  give  his  funds  a  wide  berth 
simply  because  they  are  relatively 
new.  Gabelli  launched  two  funds  in 
1986,  the  closed-end  Gabelli  Equity 
Trust  and  Gabelli  Asset,  a  mutual 
fund  with  a  $25,000  minimum.  Next 
to  market:  Gabelli  Value  Fund. 

Our  advice  would  be  to  pass  up  Ga- 
belli Value  because  it  comes  with  a 
5'/2%  load  and  must  be  bought 
through  a  broker.  Gabelli  Equity 
Trust  is  probably  the  better  buy.  The 
tund  currently  trades  on  the  New 
York  Stock  Exchange  at  a  6%  dis- 
count to  net  asset  value. 

•  |ohn  Neff  has  been  highly  success- 
ful with  a  strategy  of  buying  mostly 
well-known  companies  with  fat  divi- 
dends that  are  trading  at  low  price/ 
earnings  ratios.  He  would  have  made 
the  Forbes  honor  roll  with  either 
Vanguard  Windsor  or  Vanguard  High 
Yield  but  both  funds  are  closed  to 
new  investors.  Neff,  however,  is  also 
portfolio  manager  of  Vanguard  Gemi- 
ni II,  a  relatively  new  dual-purpose 
closed-end  fund.  Dual-purpose  funds 
have  two  classes  of  stock.  The  capital 


shares  benefit  from  any  appreciation 
in  the  value  of  the  fund's  portfolio, 
while  the  income  shareholders  get  all 
the  dividends.  Taken  together,  Ge- 
mini's two  classes  of  stock  are  trading 
at  a  3%  discount  to  net  asset  value. 
The  fund  liquidates  in  January  1997, 
shortly  after  Neff  turns  65. 

Buyers  of  Gemini's  capital  and  in- 
come shares  will  get  the  benefit  of  a 
portfolio  that  is  similar  to  Windsor's. 
According  to  their  latest  semiannual 
reports,  both  Gemini  and  Windsor 
have  hefty  positions  in  Citicorp, 
Commonwealth  Edison  and  Ford. 
•  Like  Neff,  Michael  Price  might  have 
had  two  funds  on  this  year's  honor 
roll,  but  both  Mutual  Series-Mutual 
Shares  and  Mutual  Series-Qualified 
are  closed  to  new  investors.  Price, 
however,  also  runs  the  newer  Mutual 
Series-Mutual  Beacon,  which  is  still 
open  to  investors  and  has  a  portfolio 
that  is  almost  a  clone  of  the  other  two 
Mutual  Series  funds. 

Mutual  Beacon  has  been  around 
since  1961,  but  Mutual  Series  only 
took  over  the  fund  in  1985.  Price's 
three  funds  are  usually  stacked  with 
bankrupt  bonds,  takeover  targets  and 
companies  selling  below  intrinsic  val- 
ue, but  lately  his  favorite  investment 
has  been  cash. 

Price  comanaged  the  Mutual  Series 
funds  with  the  group's  founder,  Max 
Heine,  from  1975  until  Heine's  death 
in  a  car  accident  in  February  1988. 
Any  fear  that  Price  could  not  manage 
the  three  funds  on  his  own  has  been 
allayed  by  his  performance  since 
then.  Mutual  Beacon  is  up  11  points 
more  than  the  market  over  the  last  18 
months. — J.C. 
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rid  History 


Maybe  One  Reason  So  Many  Companies  Have  Come  To 
Georgia  Is  That  We've  Always  Made  It  So  Easy  To  Leave. 


Since  the  days  of  the  pole  barges  and  the 
riverboats,  Georgia  has  been  in  the  business 
of  getting  people  and  products  where  they 
needed  to  go. 

It  was  from  here  that  the  first  transatlantic 
steamship  sailed  in  1819.  It  was  here,  not 
long  afterward,  that  America's  first  railroad 
got  its  start. 

And  it's  here  that,  today,  you'll  find  the 
undisputed  transportation  center  of  the 
Southeast. 

Think  transportation,  of  course,  and  you 
think  immediately  of  Atlanta's  Hartsfielcl 
International  Airport.  As  the  world's  largest 
hub  for  connecting  domestic  and  interna- 
tional flights,  it  allows  you  to  reach  some 


80%  of  the  U.S.  population  in  two  hours 
or  less.  And,  just  as  important,  it  allows  your 
own  people  to  reach  you  with  equal  ease. 

But,  as  it  happens,  there's  a  lot  more  to 
Georgia  than  Atlanta.  Nine  other  commer- 
cial airports,  for  instance.  Two  modem 
deep-water  seaports.  And,  even  today,  the 
most  extensive  rail  system  in  the  Southeast, 
crisscrossing  the  state  with  more  than  5,200 
miles  of  track  and  providing  expedited  inter- 
modal  service  from  the  Port  of  Savannah  to 
Atlanta  and  beyond. 

All  things  considered,  it's  not  surprising 
that  Georgia  has  attracted  more  than  $23 
billion  in  new  industrial  investment  since 
1970.  a  that  432  of  the  Fortune  500 


maintain  offices  here. 

To  learn  more,  just  write  on  your  letter- 
head or  send  your  business  card  to  John 
Boothby,  Georgia  Department  of  Industry, 
Trade&  Tourism,  Dept:  FBS,  PO.  Box 
1776,  Atlanta,  GA  30301.  a  call  us  at 
404-656-9306. 

You'll  find  that,  these  days,  Georgia's 
transportation  system  makes  it  even  easier 
to  leave.  Which,  of  course,  makes  it  even 
more  profitable  to  stay. 

GEORGIA 

The  State  of  Business  Today 
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"The  most  beautiful 

thing  we  can  experience 

is  the  mysterious." 


Albert  Einstein 


The  world  is  still  full  of  mysteries  we  are 

eager    to    comprehend.    Of    questions    we 

would  like  to  answer. 

How,  for  example,  does  a  driver  react  in 

critical  traffic  situations7 

When  is  he  overtaxed? 

What  is  the  effect  of  a  new  drive  system  on 

driver  behavior7 

Is  rear-wheel  steering  advantageous? 

Our    research    center    in    Berlin    answers 

countless    questions    such    as   these    with 

its  technological  "crystal  ball"  -  a  driving 


Daimler  Benz  AG.  Mercedesstrasse  136.  D-7000  Sa/ '  :art  60  Federal  Republic  of  Germany 


simulator  unmatched  in  the  world.  A 
sophisticated  computer  system  simulates 
the  images,  motions  and  sounds  of  driving 
under  surprisingly  realistic  conditions. 
With  this  fascinating  device,  our  researchers 
test  new  concepts  for  cars  and  commercial 
vehicles  to  determine  the  optimum   inter- 
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action  between  driver  and  technology. 
Through  the  constant  exchange  of  tech- 
nology and  ideas  among  the  Daimler-Benz 
Group's  Mercedes-Benz,  AEG  and  Deutsche 
Aerospace  corporate  units,  we  are  unlocking 
mysteries  -  and  providing  realities  to  en- 
hance the  benefits  of  the  automobile  for 
the  driver. 


DaimlerBenz 


How  has  Gary  Wendlandfs  junk  bond 
fund  held  up  in  a  very  weak  junk  market? 
By  staying  off  the  beaten  track. 

Big  yields  from 
little  deals 


The  Funds 


By  Spyros  Manolatos 


Gary  Wendlandt's  MassMu- 
tual Corporate  Investors  is  a 
junk  bond  fund — one  of  the 
oldest,  in  fact,  organized  in  1971.  Like 
other  junk  funds,  this  one  has  had  a 
rough  time  of  late,  with  defaults  and 
threatened  defaults  damaging  the 
fund's  net  asset  value.  But  the  fund,  a 
closed-end  with  $157  million  in 
assets,  has  weathered  a  bad  climate 
exceptionally  well.  Over  the  12 
months  to  June  30,  it  delivered  a 
12%  total  return,  against  8%  for 
the  average  junk  bond  fund  in  the 
Forbes  database. 

What  is  Wendlandt's  secret'  In- 
vesting in  private  placement  debt 
issues  of  companies  with  sales  of 
$10  million  to  $100  million,  com- 
panies too  small  to  get  a  public 
underwriting  of  bonds.  A  privately 
owned  company  can  get  into  trou- 
ble just  as  easily  as  a  public  one. 
But  the  lender  seems  to  get  more 
favorable  terms  when  the  loan  is  to 
a  small  company  that  doesn't  have- 
as  many  options  in  raising  money. 
All  of  MassMutual  Corporate  In- 
vestors' debt  financings  have  equi- 
ty kickers,  for  instance,  a  fairly  un- 
common feature  when  it  comes  to 
publicly  traded  iunk  bonds. 

So,  when  Wendlandt  worries  about 
defaults,  it's  not  Griffin  Resorts  and 
Campeau  that  arc  on  his  mind.  In- 
stead, he  is  fretting  about  companies 
like  Acme  Kitchen,  a  maker  of  kitch- 
en units  used  in  offices  and  mobile 
homes.  MassMutual  Corporate  Inves- 
tors helped  finance  the  1986  buyout  of 
Acme  by  taking  a  $1  million  position 
in  subordinated  notes.  After  the 
buyout,  the  new  management  discov- 
ered that  the  company's  supposedly 
valuable  contract  to  supply  kitchen 
units  to  Sears  wasn't  nearly  as  profit- 
able as  the  new  owners  hoped.  Wend- 


landt's fund  took  a  $1  million  hit 
when  Acme  went  into  liquidation 
this  year. 

The  fund  now  lists  ten  loans  (out  of 
72)  as  nonperforming,  with  five  of 
those  added  in  the  last  six  months. 
Fortunately  for  Wendlandt's  inves- 
tors, however,  debacles  like  Acme 
Kitchen  are  the  exception.  Indeed, 
MassMutual  Corporate  Investors  has 


MassMutual's  deny  Wendlandt 
Getting  his  kicks  from  equity. 

the  best  long-term  record  of  any  bond 
fund  tracked  by  Forbes,  returning 
more  than  1  7%  a  year  over  the  three 
bond  market  cycles  since  March 
1980,  three  points  better  than  the 
overall  bond  market.  Besides  the 
fund,  Wendlandt,  39,  and  his  12  ana- 
lysts handle  $12  billion  in  insurance 
and  pension  portfolios. 

During  the  first  six  months  of  this 
year,  Wendlandt  went  ahead  with  9 
loans  while  turning  down  another 
121.  Most  of  these  deals  were  referred 
to  him  by  a  national  network  of  in- 
vestment and  commercial  bankers  he 
has  spent  years  cultivating.  By  being 
picky,  Wendlandt  maximizes  his 
chance  of  getting  a  big  hit  every  now 


and  then. 

The  fund,  for  instance,  put  $  1 . 7  mil- 
lion into  the  1984  leveraged  buyout  of 
Chappell  Corp.,  a  music  publishing 
company.  Three  years  later  the  com- 
pany was  bought  by  Warner  Commu- 
nications, and  Wendlandt's  fund 
walked  away  with  76,000  shares  of 
Warner  stock,  most  of  which  Mass- 
Mutual  has  since  sold  for  a  hefty  $5 
million  gain. 

A  $4  million  loan  helped  finance 
the  1983  takeover  of  L.J.  Minor,  a 
maker  of  bouillon  cubes.  Minor  was 
already  firmly  entrenched  in  the  retail 
market,  and  the  firm's  new  owners 
were  carefully  maneuvering  their  way 
into  the  institutional  market,  selling 
the  company's  dehydrated  foods  to 
hospitals  and  restaurants.  In  1987  L.J. 
Minor's  new  management  sold  out  to 
Nestle,  the  Swiss  food  giant.  Wend- 
landt's fund  pocketed  an  $18  million 
gain  from  its  stake  in  Minor  convert- 
ible bonds. 
Wendlandt,  though,  is  not  so  preoc- 
cupied with  the  big  payoff  that  he 
forgets  that  he  is  principally  a  lend- 
er. He  assesses  a  company's  ability 
to  service  debt  by  looking  at  free 
cash  flow — earnings  before  inter- 
est, depreciation  and  taxes,  less 
forecast  capital  expenditures. 
Wendlandt  avoids  contributing  to 
a  buyout  priced  at  multiples  higher 
than  4.5  times  this  free  cash  flow 
figure. 

But  Wendlandt's  cash  flow  fore- 
casts are  only  as  good  as  the  finan- 
cial statements  he  gets  to  work 
with.  A  $3  million  1987  invest- 
ment in  a  seemingly  solid  National 
Business  Systems,  a  Toronto  firm 
that  makes  computerized  strips  for 
the  backs  of  credit  cards,  was  writ- 
ten down  last  year  by  50%.  It 
_  turned  out,  as  investigators  for  the 
Ontario  Securities  Commission  dis- 
covered, that  National  Business  Sys- 
tems was  inflating  earnings. 

Wendlandt's  shareholders  have  to  a 
degree  been  insulated  from  the  recent 
turmoil  in  the  junk  market,  since  the 
fund's  net  asset  value  is  recalculated 
only  at  the  end  of  each  quarter.  Wend- 
landt, nonetheless,  estimates  that  the 
asset  value  will  hold  steady  in  the 
third  quarter,  near  the  $32.09  figure 
for  June  30.  That  means  the  fund, 
trading  recently  on  the  New  York 
Stock  Exchange  at  30%,  is  at  a  slight 
discount  to  its  underlying  value.  Sure 
beats  paying  a  10%  premium  for  one 
of  those  hot  new  closed-end  bond 
funds.  ■ 
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THE  1989  FORBES 

INDUSTRIAL  DEVELOPMENT 

ADVERTISING  SECTION 


he  advertisers  in  this  special  section  are  offering  valuable  industrial  site  and  area  development 
:erature  free  and  without  obligation  to  those  FORBES  readers  who  are  involved  with  new  office  or 
lant  site  selection  for  their  companies. 

>etermining  the  best  available  new  site  for  industrial  expansion  or  relocation  of  facilities  requires  a 
lorough  analysis  and  careful  comparison  of  a  considerable  number  of  important  factors.  The  purpose 
f  this  FORBES  section  is  to  make  it  easier  for  you  to  obtain  such  information.  The  advertisers 
opearing  on  these  pages  are  eager  to  send  you  literature  to  assist  in  your  investigations.  Their 
-ochures  and  other  information  will  provide  you  with  much  important  data. 

)  order  any  of  the  literature  offered,  refer  to  the  postage-paid  card  at  the  end  of  the  section.  Simply 
rcle  the  numbers  listed  which  correspond  to  the  advertisers  who  interest  you  and  fill  in  your  name, 
le,  company,  and  address.  They  will  mail  their  literature  to  you  directly.  Please  allow  a  reasonable 
Tie  for  processing. 


I  RBADOS 

he  Key  To  Higher  Profits  For 

Dur  Company. 

I  rbados  offers  a  wide  range  of  tax  and  other  incentives  for 
I3HT  MANUFACTURING,  DATA  ENTRY,  INTL. 
I  SINESS  SERVICES,  FOREIGN  SALES  CORPS.,  AND 
I  EMPT  INSURANCE. 

•  3W  taxes  or  no  taxes  on  corporate  profits 

►  uty-free  entry  to  the  U.S.A.  EEC,  and  Canada 

•  raining  grants  and  subsidized  factory  space 

•  <cellent  infrastructure  &.  communications  facilities 
'  n  easily  trainable  and  highly  productive  workforce 

I  stable  political  environment  and  a  Government  which 
clcomes  foreign  investment 

Join    the    many   North 
American  and  European 
companies  already  enjoy- 
ing these  benefits.  For 
more  information,  please 
call  or  write: 
BARBADOS 
INDUSTRIAL 
DEVELOPMENT  CORP. 
800  Second  Ave.,  17th  Fl. 
New  York,  N.Y  10017 
Tel:  (212)  867-6420 
Telex  147115 


MISSOURI 

Put  the  Missouri  Advantage  to 
work  for  your  company. 

If  you're  looking  for  a  new  location  for  your  manufacturing 
or  distribution  business,  let  us  show  you  the  advantages  of 
being  located  near  the  nation's  geographic  and  population 
center.  Besides  an  ideal  location,  Missouri  offers: 

•  Low  and  equitable  tax  structure 

•  Tax  incentives 

•  Job  training 

•  Research  and  development  assistance 

•  A  high  quality  of  life  at  a  surprisingly  low  cost 
Discover  why  over  350  of  the  FORTUNE  500  companies 
are  located  in  Missouri.  For  a  free 

brochure  contact: 
Missouri  Department  of 

Economic  Development 
301  West  High  Street 
P.O.  Box  1157 
Jefferson  City,  MO  65102 
Tel:  1-800-523-1434 


WW 


NEW  YORK  CITY  AND  WESTCHESTER  COUNTY 

"It's  not  just  where  I  work, 
it's  where  I  belong." 

The  energy  of  New  York,  the  pace,  the  excitement.  You 
want  to  be  in  New  York,  but  running  a  business  here  can 
be  tough. 

Con  Edison  understands.  So  we  developed  Project  Ap- 
pleseed.  If  you  start,  relocate  or  expand  your  business  in 
certain  areas  of  New  York  City  and  Westchester  County, 
you  could  be  eligible  for  reductions  of  up  to  30%  on  your 
electric  bills  and  21%  on  your  gas  bills. 

Project  Appleseed.  Because  we  want  your  business.  Here. 
In  New  York. 

For  more  information  on  Project  Appleseed,  call  John 
Manak  at  (212)  460-4000,  or  write  him  at  Con  Edison, 
Area  Development,  4  Irving  Place,  New  York,  NY  10003. 


PROJECT 
APPLESEED 

THE  ENERGY  OF  NEW  YORK 


TAIWAN,  R.O.C. 

An  Investment  in  the  Future  of 
the  Pacific  Rim. 

Foreign  investment  in  the  Republic  of  China  on  Taiwai 
has  soared  to  U.S.  $9.7  billion.  Taiwan  offers  a  profitabl 
and  secure  investment  in  the  world's  fastest  developin 
regional  market. 

The  ROC  government's  interna- 
tional business  policies  offer  tax 
holidays,  deferred  income  tax,  R&D 
incentives,  duty-free  capital  imports, 
reduced  tax  rates,  investment  tax 
credits,  and  other  support  to  foreign 
investors  including  intellectual 
rights  protection. 

The  ROC's  Industrial  Develop- 
ment and  Investment  Center  (IDIC) 
provides  perspective  foreign  inves- 
tors with  complete  services  as  their  liaison  with  variov 
government  offices  and  private  businesses.  IDIC  is  yoi 
official  guide  to  Taiwan  investment 

Invest  in  the  future  of  Asia  now,  invest  in  Taiw, 
contact  IDIC. 

Industrial  Development  and  Investment 
Center  Ministry  of  Economic  Affairs 
10th  Floor,  7  Roosevelt  Road.  Sec.  1,  Taipei 
Taiwan,  Republic  of  China     Tel:  (02)394-7213 
Telex:  10634  INVEST    Telefax:  (02)392-6835 
Technology  Transfer  Service  Center,  1st  FL,  7  Roosevelt 
Rd.,  Sec.  1,  Taipei,  Taiwan,  Republic  of  China 
Tel:  (02)3222506  -  8     Fax.  (02)3963838,  CCNAA  Investment  &  Trade 
Office,  8th  Fl.  126  E.  56th  Street,  New  York,  N.Y.  10022  U.S.A., 
Tel:  (212|  752-2340    Telex:  426330  CITO    Fax:  (212)  826-3615 
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TAIWAN  R.OjC. 

TENNESSEE 

Where  the  world  comes  to  work. 

We  are  breaking  ground  or  having  formal  openings  of  new 
or  expanding  industry  somewhere  in  Tennessee  just  about 
every  day. 

Companies  new  to  the  state  are  coming  from  Europe 
and  Canada  and  Japan  for  the  same  reasons  domestic 
companies  find  Tennessee  a  choice  place  to  do  business: 
Location,  business  climate,  livabihty. 

We  are  within  one  day's  delivery  of  76%  of  major  U.S. 
markets.  And,  we're  a  state  that's  run  like  a  business, 
with  a  businessman  for  a  Governor.  The  ROI  on  tax 
dollars  is  seen  in  better  transportation  and  improved  schools 
and  human  services. 

Tennessee  is  one  place  you  can  find  land  you  can  afford 
without  sacrificing 
what  you  can't  afford  to 
give  up.  Contact:  Bob 
Parsons,  Marketing 
Division,  Department 
of  Economic  and  Com- 
munity Development, 
320  6th  Avenue  North, 
Suite  806  M,  Nashville, 
TN  37219-5308.  Ore. ill 
1-K00-251-8594.  Fax: 
615/741-5829. 


Tennessee. 

Where  the  world  comes  to  work. 


TEXAS— HOUSTON 

Cut  Your  Costs  of  Doing 
Business.  In  3  Easy  Steps. 

1.  Stop  Paying  Corporate  Taxes. 

2.  Take  50  Percent  Off  Your  Monthly  Rent  or  Mortgage 
Payments. 

3.  Slash  Your  Utility  Bills  by  60  Percent. 

The  first  step  is  a  move  to  Houston.  Houston  business 
pay  no  state  or  city  corporate  income  taxes,  no  unitary  t 
or  state  property  tax.  Leasing  and  purchasing  costs 
industrial  facilities  in  Houston  are  the  most  competit 
of  any  major  metropolitan  area.  And  industrial  elect 
and  gas  rates  in  Houston  are  among  the  lowest  in  t 
nation. 

These  are  just  a  few  of  the  competitive  advanta, 
Houston  offers.   Houston  works 
for  business.  So  let  it  work  for 
you.  Just  call  1-800-332-3949  and 
ask  for  our  cost  analysis  study. 


The  Houston 
Business  .-U/ia/itage 


ADVERTISEMl 


How  useful  is  all  this  academic  literature 
about  business?  Just  because  it  is  dense 
doesnt  mean  it  is  profound. 

Is  it  coercive, 

mimetic  and 

normative? 


By  Joe  Queenan 


Do  you  ever  wonder  if  yield 
I  management  techniques  can 
be  successfully  applied  to  the  El 
Salvador  hotel  industry?  Do  you  lie 
awake  at  night  thinking  about  break- 
throughs in  the  muffin  market  for  glu- 
ten-sensitive individuals?  Do  you 
wonder  when  and  if  "androgynous" 
managers  will  show  up  in  your  corpo- 
rate parking  lot — and,  if  so,  how 
they'll  be  dressed? 

If  as  a  business  person  you  find 
these  types  of  questions  intriguing,  a 
visit  to  your  local  college  library 
might  be  worth  your  while.  There, 
right  alongside  such  must-reads  as  The 
Freshman  Year  Experience  Newsletter 
and  Tulsa  Studies  in  Women  s  Literature, 
you'll  find  a  bevy  of  overlooked  busi- 
ness reviews  reporting  on  some  of  the 
major  business  issues  of  our  time. 

For  example,  Tlje  Quarterly  journal 
of  Economics  specializes  in 
nettlesome  questions  that 
have  plagued  theoreticians 
for  decades:  "Can  There  Be 
Short-Period  Deterministic 
Cycles  When  People  Are 
Long  Lived?"  and  "When  Is 
Inducing  Self-Selection  Sub- 
optimal  for  a  Monopolist?" 
Other  crackerjack  materials 
include  "Arbitrage-Based  Es- 
timation of  Nonstationary 
Shifts  in  the  Term  Structure 
of  Interest  Rates,"  which  ran 
in  the  July  1989  Journal  of 
Finance,  and  "Tao  and  the 
Myth  of  Intrinsic  Value" 
which  surfaced  in  the  Octo- 
ber 1988  Financial  Analysts 
Journal.  Unfortunately,  none 
of  these  are  available  in  intel- 
ligible English. 

Of  special  interest  to  sexu- 
ally ambivalent  managers  is 


an  article  in  the  spring  1989  issue  of 
saw  Advanced  Management  Journal. 
Here,  University  of  Connecticut  Pro- 
fessor Gary  N.  Powell  makes  a  very 
persuasive  case  for  "androgynous 
management."  Picking  up  where  the 
legendary  Alice  Sargent  left  off  in  her 
watershed  book,  Tfje  Androgynous 
Manager,  Powell  argues  that  the  ideal 
manager  should  incorporate  "femi- 
nine behaviors"  such  as  "nurturance, 
warmth  and  understanding"  into  his, 
her  or  its  managerial  style.  Of  course, 
Frank  Lorenzo  has  been  saying  that 
for  years. 

Equally  valuable  to  managers  is 
"When  Cashiers  Meet  Customers:  An 
Analysis  of  the  Role  of  Supermarket 
Cashiers,"  perhaps  the  definitive 
study  of  human  resources  manage- 
ment in  the  Jerusalem  supermarket 
subculture.  The  study,  which  ran  in 
the  June  1989  issue  of  The  Academy  of 
Management  Journal,  is  the  work  of 


Anat  Rafaeli  of  the  Hebrew  Universi- 
ty of  Jerusalem,  who  actually  infil- 
trated the  Cashier  Cosmos  to  get  the 
ultimate  insider's  view. 

Rafaeli  is  a  veritable  torrent  of  stun- 
ning insights.  She  claims,  for  exam- 
ple, that  cashiers  prefer  cash  to  checks 
because  it  takes  longer  when  checks 
have  to  be  approved.  She  says  that 
cashiers  spend  an  astonishing  78%  of 
their  time  interacting  with  custom- 
ers, and  that  they  must  sneak  smokes 
when  management  is  not  looking. 
And  she  boldly  asserts  that  cashiers 
may  suffer  stress  when  customers 
pose  questions  about  subjects  far  be- 
yond the  purview  of  the  checkout  pro- 
fessional: "Why  don't  they  get  those 
imported  sardines  anymore?" 

Arguing  that  cashiers  and  custom- 
ers are  locked  in  a  death  struggle  for 
control  of  the  checkout  environment, 
Rafaeli  reveals  that  cashiers  will  often 
fight  back  with  negative  body  lan- 
guage: "Nonverbal  components  of  a 
reaction  may  include  sitting  with 
folded  arms,  glaring,  and  purposefully 
dropping  merchandise."  What's  more, 
she's  got  the  stats  to  prove  it. 

Academic  journals  can  also  be  help- 
ful to  entrepreneurs  looking  for  a  good 
field  to  break  into.  Consider  the  fre- 
quently overlooked  muffin  market  for 
gluten-sensitive  shoppers.  "Utiliza- 
tion of  American-Produced  Rice  in 
Muffins  for  Gluten-Sensitive  Indivi- 
duals," which  appeared  in  the  Decem- 
ber 1988  issue  of  Home  Economics  Re- 
search Journal,  covers  everything  from 
"mouth  feel"  to  "the  higher  levels  of 
maltooligosaccharides  contained  in 
waxy  rice."  (For  further  reading,  con- 
sult the  seminal  1951  Food  Technology 
report,  "Preparation  of  Stable  Frozen 
Sauces  and  Gravies.") 

Another  indispensable  ar- 
ticle is  "The  Lid  on  the  Gar- 
bage Can:  Institutional  Con- 
straints on  Decision  Making 
in  the  Technical  Core  of  Col- 
lege-Text Publishers,"  which 
appeared  in  the  June  1989  is- 
sue of  Administrative  Science 
Quarterly.  The  study  argues 
(quite  rightly,  we  feel)  that 
"in  a  study  of  college  physics 
and  sociology  textbook  pub- 
lishers, coercive,  mimetic 
and  normative  forces  in  the 
institutional  environment 
are  shown  to  order  the  deci- 
sion and  access  structures  of 
garbage  can  systems  and  to 
account  for  a  uniformity  of 
outcomes  that  is  unexpected 
from  garbage  can  decision 
models."  Fascinating. 

The  last  item  on  our  list  is 
"Facing  the  Volcano:  A  Hote- 
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If  you'd  like  to  add  some  of  the  best  new  ideas  from  Isuzu  and 
Suzuki  to  your  fleet,  call  on  Chevrolet. 

They're  called  Geo.  And  along  with  all  the  qualities  you'd  expect 
from  cars  from  around  the  world,  every  Geo  comes  with  several 
more  you  might  never  expect: 

3-year/50,0Q0-mile  Bumper  to  Bumper  Plus  Warranty.* 

Over  4,000  Chevrolet-Geo  dealers  nationwide.  800-number  Q&A 
line.  120  factdtf&ld  sales  and  service  people.  Plus  perhaps  the 
most  comfortingWfct  benefit  of  all:  doing  business  with  people 
you've  been  doingtH  jgess  with  for  years. 

Call  Chevrolet  FH  jjg,  1-800-248-2897.  Nobody  has  as  much 
to  offer  your  fleet  as  w 


}  Chevrolet  dealer  for  terms  of  this  limited  warrant* 
and  the  Chevrolet  emhlem  are  registered  Iradt 
t  il  together. . .  huckle  up. 


hi.  applies  after  12  months/12.000  miles. 

the  CM  Corp.  <  1989  CM  Corp.  All  Rights  Reserved. 
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VINNING" 


TODAY'S  FLEET  COMPANY  IS  CHEVROLET. 


Geo 


The  1990  Geo  Prizm  "  LSi:  Built  by  NUMMI,  backed  by  all  the  benefits  of  Chevrolet  Fleet  Sales. 
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Personal  Affairs  welcomes  Hotel  Sofitel  to  its  premiere  issue  October  23rd. 

Classic  comfort 

with  a 
French  accent. 

That's  Sofitel,  in  six 

U.S.  cities.  Stylish. 

Contemporary.  With 

superb  cuisine.  And 

moderate  in  size  for 

personal  attention. 

Sofitel.  See  your  travel 

agent  or  call  ResinTer  at 

1(800)221-4542. 


Hotel 
Sofitel 

A  WORLDWIDE  QUALITY  SERVICE  Of  ACCOfi 


CHICAGO  HOUSTON  LOS  ANGFLFS 

At  Near  Opens 

O'Hore  intercontinental  m 

Airport  Airport  Fat  68 


MIAMI  MINNEAPOLIS  SAN  FRANCISCO  BAY 

Neot  Near                                      At 

International  International                           flecftvoocJ 

Airport  Airport                                  Shores 


Personal  Affairs  welcomes  Gieves  &  Hawkes 
to  its  premiere  issue  October  23rd. 


TWO  CENTURIES 

OF         FINE 

TAILORING 


THE         MARK         OF         A 
GENTLEMAN 


Gi  eves  &  Hawkes 

l  Savile  Row.  I  ondon 


Now  tailored  in  the  United  States. 
For  the  name  ofthe  dealer  nearest  \ou  call  toll  free  I  -800-356-0191. 


lier's  Experience  in  El  Salvador."  The 
article,  which  ran  in  the  May  1989 
Cornell  Hotel  and  Restaurant  Adminis- 
tration Quarterly,  discusses  risk  man- 
agement techniques  that  veteran  ho- 
telier Eberhardt  H.  Rues  applied  with 
much  success  during  his  three-year 
tour  of  duty  managing  the  El  Salvador 
Sheraton. 

"Operating  a  hotel  under  difficult 
conditions  calls  for  creative  approach- 
es," deadpans  Rues.  Those  difficult 
conditions  included  having  his  staff 
regularly  attacked  on  the  way  to  work 
by  leftist  guerrillas,  having  his  head  of 
security  assassinated,  and  being 
forced  to  host  the  Salvadoran  national 
soccer  team  and  120  fans  from  Hon- 
duras, the  country  El  Salvador  went  to 
war  with  in  1969  because  of  a  disput- 
ed soccer  match. 

Rues,  who  writes  in  astonishingly 

Shocking  news  from 
academe:  A  major  study 
reports  cashiers  resent 
being  asked  "Why  don't  they 
get  those  imported 
sardines  anymore?" 

clinical  language,  says  his  job  was  no 
cakewalk:  "When  I  arrived  at  the  Sher- 
aton, uniformed  and  armed  security 
forces  patrolled  the  interior  of  the  ho- 
tel, including  the  main  lobby.  Their 
presence  had  a  frightening  psychologi- 
cal effect  on  guests,  conveying  not 
warmth  and  hospitality,  but  the  im- 
pression that  trouble  was  brewing." 

Trouble  may  have  been  brewing, 
but  coffee  wasn't:  Business  had  fallen 
off  dramatically  in  the  Sheraton  cof- 
fee shop  after  death  squads  murdered 
two  journalists  there  shortly  before 
his  arrival. 

After  the  disposal  of  the  corpses, 
Rues  got  right  down  to  work.  He 
claims  that  through  the  strategic  rede- 
ployment of  security  personnel,  color- 
ful furnishings,  creative  motivational 
techniques  and  the  discreet  position- 
ing of  halogen  spotlights  on  the  roof, 
he  was  able  to  make  the  hotel  profit- 
able by  1985.  Alas,  an  October  1986 
earthquake  irreparably  damaged  the 
complex,  and  at  his  suggestion  the 
Sheraton  Corp.  threw  in  the  towel. 

The  moral?  No  amount  of  yield 
management  and  motivational  wiz- 
ardry can  overcome  natural  or  politi- 
cal disasters  or  much  change  human 
nature.  All  things  considered,  Rues 
would  probably  have  been  better  off 
using  his  talents  to  turn  around 
floundering  Days  Inn  outside  Wichi- 
ta. These  are  the  sorts  of  timeless 
truths  we  learn  from  academic  jour- 
nals. Keep  up  the  good  work,  gang. 
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This  announcement  appears  as  a  matter  of  record  only. 


$320,000,000 

Senior  Subordinated  Increasing  Rate  Notes 


SWT  Merger  Corporation 

an  acquisition  company  formed  by  Coniston  Partners 


in  connection  with  the  acquisition  of 


TW  Services,  Inc. 


STEAK  KX6E  I  CANTEEN 


We  arranged  for  the  private  placement  of  these  securities. 


Donaldson,  Luf  kin  &  lenrette 


September  13,  1989 


For  those  who  think  this  is  all  there  is  to  IBM  Service, 
weld  like  to  adjust  your  thinking. 


IBM  has  built  a  solid  reputation  as 
maintenance  experts.  Now  we've 
expanded  our  services  beyond  mainte- 
nance. We  even  include  services  for  your 
non-IBM  equipment. 

We  will  take  care  of  all  your  needs. 
From  hardware  and  software  integration 
to  data  center  design  to  value  added 
network  services. 

For  instance,  we'll  move  your 
data  processing  system  2,000  feet  or 
2,000  miles.  And  we'll  be  with  you  from 
pre-planning  to  post-move  testing.  It's  all 
part  of  IBM  Customized  Operational 
Services. 

And  because  no  business  can  afford 
downtime,  IBM  is  there  with  Network 
Support,  too.  We'll  reduce  the  likelihood 
of  downtime,  and  work  quickly  to 
bring  you  back  up 

if  it  does  occur. 


What's  more.  ^^^^^^^ 
if  you  have  a  question  ^^^^^ 

or  problem  with  any  of  your  systems, 
specialists  are  available  24  hours  a  day, 
7  days  a  week. 

If  you'd  like  further  information,  we 
would  be  happy  to  send  you  some  litera- 
ture. Just  call  1  800 IBM-2468,  ext.  133. 

IBM  Service.  You'll  find  out  its 
really  much  more  than  you  think. 
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There  was  only  a  run-down  bar  in  the  southern  Nevada  desert 
when  Don  Laugh lin  arrived  in  1964.  Now  there's  a  rapidly 
growing  town  that  bears  his  name. 


A  desert  fox 


By  Gail  Buchalter 


T|  wenty-five  years  ago  there  was  no  Laughlin,  Nev. 
No  towering  casinos,  no  rv  parks,  no  earth  diggers 
kicking  up  dust  and  muddying  the  view  of  the  Colo- 
rado River,  fust  an  unnamed  strip  of  bleached-out  desert 
with  a  few  inhabitants  and  one  run-down  bar  with  a  few 
slot  machines.  You  could  spot  the  place  on  a  good  map  by 
going  290  miles  northeast  of  Los  Angeles,  95  miles  south- 
east of  Las  Vegas  and  150  miles  northwest  of  Phoenix.  It 
was  and  is  directly  across  the  Colorado  River  from  Bull- 
head City,  Ariz. 

Today  Donald  Laughlin,  latter-day  pioneer  and  town 
founder,  presides  over  his  booming  gambling  town,  pop. 
4,000;  Bullhead  City  is  up  to  25,000;  and  the  area  attracted 
more  than  2  million  tourists  last  year.  The  boom  has  made 
Don  Laughlin  worth  about  a  quarter  of  a  billion  dollars. 

It's  hard  to  think  of  a  fellow  less  likely  to  wring  so  much 
wealth  from  sand.  The  son  of 
poor  farmers  in  Owatonna, 
Minn.,  he  knew  he  didn't 
want  to  be  a  farmer.  As 
Laughlin  tells  it,  when  he 
was  a  youngster  he  became 
fascinated  with  slot  ma- 
chines. Even  though  gam- 
bling was  illegal  in  Minneso- 
ta, many  people,  including 
Laughlin's  mother,  played. 
So  he  took  his  profits  from 
trapping  furs  and  bought  his 
first  slot  from  a  mail  catalog. 
By  the  ninth  grade,  he  was 
earning  $600  a  week  from  six 
slot  machines  he  had  placed 
in  taverns  and  stores  around 
town.  His  high  school  princi- 
pal came  down  ird  So 
Laughlin  quit  sch  ij  and 
took  up  the  slot  m  hine 
business  full  time,  un 
state  stopped  turning  a  ! 
eye  to  gambling. 

Laughlin  moved  to  Las  \ 
gas  in  1952.  He  was  21,  anu 
finally  in   his  element.   Ht. 
worked  as  a  bartender  and 
went    to   dealers'   school   at 


Photos  b>  Alejandro  Tomis 


■  ■^hlin  at  the  Riverside 
~  an  unnamed  strip  of 


night.  He  saved  his  money  and  two  years  later  bought  the 
101  Club,  a  bar  and  restaurant  in  North  Las  Vegas,  for 
$15,000.  Ten  years  later  he  sold  it  for  $165,000. 

In  1964  a  friend  told  him  about  the  solitary  desert  bar 
across  from  Bullhead  City  in  the  southern  tip  of  Nevada. 
Laughlin  drove  down  to  look  it  over.  He  saw  nothing  but 
potential  revenues  in  every  direction:  a  half-dozen  towns 
in  a  100-mile  radius,  and  no  place  for  these  local  Nevadans 
to  gamble.  So  he  plunked  down  $35,000  of  the  $245,000 
asking  price  for  the  bar  and  6  acres  of  river  land,  and 
opened  the  Riverside  Resort  Hotel  &  Casino  in  1966. 

The  first  few  years  were  tough.  Laughlin  couldn't  get  a 
bank  loan  for  the  first  six  years.  In  1972  the  banks  finally 
lent  him  money;  the  loan  allowed  him  to  build  48  rooms 
onto  the  Riverside.  He  had  already  been  buying  up  land  out 
of  pocket.  In  1968  the  area  needed  a  post  office,  and  a 
postal  worker  suggested  the  name  Laughlin. 
Laughlin  had  indeed  picked  a  great  location.  If  you're 

from  Phoenix,  or  driving  on 
Interstate  1-40,  Laughlin  is 
your  best-located  gambling 
opportunity.  Retirees,  many 
thousands  of  whom  roam  the 
U.S.  in  their  rvs,  love  it.  So 
do  fishermen,  who  are  drawn 
by  the  river  as  well  as  by  the 
gaming. 

Last  year  Laughlin's  River- 
side Resort  had  revenues  of 
$79  million  and  netted  some 
$7  million,  and  Laughlin  has 
become  the  fourth-largest 
gambling  city  in  the  country, 
raking  in  over  $300  million 
in  gaming  revenues.  (Ahead 
of  it:  Atlantic  City,  $3  bil- 
lion; Las  Vegas,  $2.5  billion; 
and  the  Reno  area,  $570  mil- 
lion. In  fiscal  1989,  ended  in 
June,  Laughlin,  for  the  first 
time,  surpassed  Tahoe's 
South  Shore.) 

For  years  Laughlin,  who 
likes  to  operate  as  a  lone 
wolf,  did  pretty  much  what 
he  wanted,  and  answered  to 
no  one.  "I  like  to  be  in  con- 
trol   because    I    can    move 


Resort  Hotel  &  Casino 

bleached-out  desert 
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0  HITACHI 


Clearly,  we're  the  one  with  the  most. 

More  and  more  people  are  enjoying  home  entertain- 
ment products  And  more  and  more  people  are  turning  to 
Hitachi  for  them. 

This  is  clearly  demonstrated  by  our  VM-S7200A  S-VHS 
video  camera.  Its  unique  MOS  image  sensor  provides  400 
lines  of  resolution.  There's  multiple  shutter  speeds.  A  built-in 
character  generator.  Plus,  you  can  edit  and  mix  like  a  pro. 

Our  CT5582K  55"  high-performance  projection 
television  boasts  500  lines  of  resolution  for  a  beautiful 
picture,  too.  It  features  an  intelligent  remote  control.  S-VHS 
input  jack  Built-in  surround  sound.  And  on-screen  picture/ 
sound  control. 

When  it  comes  to  home  electronics,  Hitachi  is  clearly 
the  one  with  the  most 


*  matron. 


Hitachi  Sales  Corp.  of  America  40)  V.'?st  Anesia  Blvd..  Compton.  CA  90220  Phone:  (213)  537-8383 
Hitachi  |HSC)  Canada,  Inc.  6740  Canpobello  Road.  Mississauga  Ont.  L5N  2L8  Phone.  (416)  821  4545 


AIG  Issues  Forum 


Why  it's  vital  to  all  Ame 

environmental  trust  f  i 


SOMEBODY'S  CLEANING  UP, 
BUT  IT'S  NOT  THE  ENVIRONMENT. 

Federal  legislation  creating  Superfund 
was  first  enacted  almost  10  years  ago. 

Priority  action  has  been  set  for  1,200 
of  the  most  hazardous  waste  sites.  And 
the  list  is  growing. 

Only  27  have  been  cleaned  up. 

Despite  the  fact  that  at  many  sites  it's 
impossible  to  tell  who  caused  what  and 
when,  as  much  as  60%  of  cleanup  funds 
go  toward  legal  expenses  in  costly  efforts 
to  fix  the  blame  instead  of  the  problem. 

Why  should  one  partt  bear  the  sole  burden 
for  what  amounts  to  a  broad  public  problem? 

Businesses  and  public  agencies  are 
being  held  liable  today  for  environmental 
damage  that  was  not  considered  illegal 
or  intentional  25,  30  or  40  years  ago. 

The  cost  to  clean  up  just  one  existing 
toxic  waste  site  can  run  as  high 
as  several  billion  dollars.  If  individual 
companies  are  found  responsible, 
the  resulting  expense  could  put  them 
at  a  serioi  i  -     i  npetitive  disadvantage. 

Why?  B(    -use  current  law  requires 
them  to  pti        cleaning  up  the  residue 
of  economic  |     gress  -progress  from 
which  we've  t.  *d. 


Legislation  is  needed  to  create  a 
National  Environmental  Trust  Fund 


THERE'S  MORE  ACTION  IN  THE  COURTROOM 
THAN  AT  THE  CLEAN  UP  SITES. 

Imagine  holding  a  construction  com- 
pany liable  for  rebuilding  an  old  office 
building  whenever  a  new  building  code 
is  issued.  This  form  of  retroactive 
liability  is  doing  as  much  harm  to  our 
efforts  to  deal  with  toxic  waste  as  toxic 
waste  has  done  to  the  environment. 

At  AIG,  we  think  it's  high  time  to  find  a 
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ans  to  create  a  national 
...and  to  do  so  now. 


better  approach  to  the  problem  of  clean- 
ing up  old  hazardous  waste  sites.  One 
that  spreads  the  cost  more  broadly-and 
more  equitably 

HERE'S  AN  IDEA  THAT  MAY  SOUND  SELF-SERVING 
UNTIL  YOU  SEE  HOW  MUCH  SENSE  IT  MAKES. 

We  propose  creating  a  National 
Environmental  Trust  Fund  similar  to  the 
Mational  Highway  Trust  Fund. 

Its  resources  would  be  dedicated  solely 
o  cleaning  up  those  hazardous  waste 
sites  where  no  intentional  environmental 
iarm  was  done  by  firms  which  under 
oday's  laws-applied  retroactively-are 
breed  to  pay  astronomical  cleanup  costs. 

The  fund  could  be  financed  by  adding 
i  separate  fee  to  commercial/industrial 
nsurance  premiums  now  paid  in  the  U.S. 

Even  a  modest  assessment-say  2% 
)f  premiums-would  provide  about  $40 
million  over  the  next  decade,  more 
han  enough  to  deal  with  the  top  1,200 
lighest  priority  waste  sites. 

Funds  would  be  collected  by  insurance 

ompanies  and  remitted  to  a  responsible 
gency  with  an  advisory  board  of  private 

itizens  and  public  officials  charged 
vith  administering  the  program. 

Just  think. 


A  new  way  to  finance  Superfund's 
mission  without  the  need  for  new  taxes, 
a  new  government  agency  or  unproduc- 
tive legal  hassles. 

WHY  IS  AIG  RUNNING  ADS 
LIKE  THIS? 

AIG  (American  International  Group) 
is  the  largest  underwriter  of  commercial 
and  industrial  insurance  in  America, 
and  the  leading  U.S. -based  international 
insurer. 

The  nature  of  our  business  means  we 
deal  every  day  with  issues  affecting  the 
future  of  the  world  economy. 

We've  started  this  dialogue  to 
encourage  people  like  you  to  help  shape 
the  future. 

Perhaps  you'll  want  to  keep  the  ball 
rolling  by  discussing  this  with  your  pub- 
lic representative,  environmental  or 
trade  group.  We  hope  you  will. 

Shouldn't  we  stop  trying  to  fix  the 
blame  and  start  trying  to  fix  the 
problem? 

If  you  have  thoughts  of  your  own  to 
share,  write  M.R.  Greenberg,  Chairman, 
AIG,  70  Pine  Street,  New  York,  NY  10270. 
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World  leaders  in  insurance 
and  financial  services. 


Don  Laughlin  flying  his  plane  to  his  60,000-acre  beef  ranch 
(above)  and  dancing  with  girlfriend  Carolyn  Cox  at  the  River- 
side's Starview  Room  (below) 


quickly  and  get  things  done,"  he  says.  "I've  learned  I  can't 
trust  people  to  follow  up." 

But  Laughlin's  control  is  diminishing.  The  town's  con- 
tinuing growth  didn't  go  unnoticed  by  the  established 
gaming  syndicates.  Circus  Circus  Enterprises  arrived  first, 
in  1983,  and  has  built  the  Colorado  Belle,  a  $94  million, 
1,238-room  resort.  Soon  Sam's  Town  Gold  River  will  have 
over  1,000  rooms.  Then  there's  Sahara  and  Harrah's.  Steve 
Wynn  bought  what  was  the  Nevada  Club  with  its  100 
hotel  rooms,  and  plans  to  add  1,000  more.  Hilton  recently 
paid  $23  million  for  1 7  acres  of  the  last  available  riverfront 
property  on  the  original  casino  strip — soon  to  be  a  2,000- 
room  resort.  Scheduled  to  open  in  1991  is  the  Emerald 
River,  planned  at  5,000  rooms  and  offering  the  first  golf 
course  south  of  the  river's  bend.  As  each  opens  and  ex- 
pands, it  adds  to  the  glitz  and  amenities,  making  the  whole 
town  more  attractive 

In  his  pink  penthouse,  with  its  velvet  furnishings  and 
panoramic  views  from  the  14th  floor  of  his  660-room 
Riverside  Hotel,  the  diminutive  Laughlin  keeps  several 
telescopes,  through  which  he  presumably  watches  the 
competition.  He  is  dressed  to  kill  in  an  electric  blue  suit. 
"Of  course,  it's  getting  more  competitive,  but  we  match 
any  of  their  promotions,"  he  says.  "If  they  otter  an  all-you- 
can-eat  dinner  for  $2,  so  do  we.  But  we  don't  go  one  cent 
lower." 

Laughlin  plays  smart  against  his  new  competitors.  Take 
the  town's  proposed  bridge  over  the  Colorado  River.  Har- 
rah's, at  the  far  end  of  the  strip  from  the  Riverside,  wanted 
the  bridge  next  to  its  property,  to  get  first  crack  at  gam- 
blers pouring  over  from  Arizona  and  California.  Laughlin 
moved  last.  Rather  than  waiting  tor  the  county's  decision, 
Laughlin  simply  built  a  bridge,  tor  $3.5  million,  next  to  his 
property,  and  in  1987  donated  it  to  the  county  to  maintain. 
Now  the  state  says  one  bridge  is  enough.  The  clever 
Harrah's  tellows,  laughs  Drexel  Burnham  casino  analyst 


If  you're  from  Phoenix,  or  driving  on  1-40.  you'll  find  that 
Laughlin,  Nev.,  now  the  fourth-largest  gambling  city  in  the 
country,  is  conveniently  situated. 
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Daniel  Lee,  "were  outmaneuvered." 

Not  so  smart,  however,  is  the  offhand  manner  in  which 
Laughlin  seems  to  have  treated  various  gaming  laws  in 
Nevada.  He  has,  for  example,  had  a  penchant  for  putting 
family  members  in  key  positions — a  practice  that  has  not 
set  very  well  with  the  Nevada  Gaming  Control  Board  and, 
most  recently,  the  fbi. 

On  July  27  the  latter  arrested  the  Riverside's  casino 
manager,  John  Patrick  Laughlin,  two  other  key  employees 
and  two  former  ones,  for  allegedly  facilitating  cocaine 
dealing  out  of  the  casino.  John  Laughlin,  whose  gaming 
license  has  been  suspended,  is  Don's  first  cousin.  This  was 
John  (Pat)  Laughlin's  second  arrest  in  three  years.  He  had 
been  accused  of  pandering  and  possession  of  cocaine  in 
1986,  but  the  charges  were  dismissed.  Don  Laughlin  in- 
sists the  charges  are  part  of  what  he  calls  a  "smear  cam- 
paign" against  his  cousin,  who  recently  filed  bankruptcy 
in  the  face  of  huge  gambling  debts. 

Laughlin  has  had  to  deal  with  drug  problems  before.  In 
order  for  his  son,  Dan  Patrick  Laughlin,  to  be  named  vice 
president,  treasurer  and  director  of  the  Riverside,  the  state 
Gaming  Control  Board  insisted  that  the  young  man  sub- 
mit to  sporadic  drug  testing  from  1986  to  1988.  The 
reason:  He  had  been  a  hard  drug  user  until  the  late  1970s, 
and  had  a  police  record. 

Laughlin  has  appeared  before  the  board  on  other  mat- 
ters. He  failed  to  supply  the  gaming  authorities  with  the 
proper  names  on  the  Riverside's  casino  license  when  he 
bought  out  his  former  wife  Elizabeth's  50%  share  for 
$500,000  and  did  not  delete  her  name.  Failing  to  keep 
ownership  records  up  to  date  is  a  very  serious  matter 
among  Nevada  gaming  officials,  who  try  hard  to  bar  orga- 
nized crime  from  controlling  casinos.  And  in  1986  there 
was  the  matter  of  paying  what  the  board  termed  a  finder's 
tee  to  his  recently  retired  director  of  Laughlin  Recreational 
Enterprises,  Inc.,  Victor  Oxentenko,  for  securing  a  $25 
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Now  if  you  want  long  distance 

without  the  pitfalls,you  may  have  to  ask  for  it. 


These  days,  if  you  don't  know  your  way  around  public 
phones,  you  mav  hit  some  rough  spots.  Because  some 
public  pnones  don't  automatically  connect  you  to  AT&T. 

Which  means  you  might  have  to  do  without  24-hour 
operators  who  are  able  to  resolve  problems  virtually 
anywhere  in  the  world.  Fortunately,  there's  an  easy  way 
to  get  the  helpful  AT&T  Long  Distance  Service  you've 
always  counted  on. 

If  you  don't  see  the  AT&T  name  on  or  near  the  phone 
you're  using,  listen  for  a  voice  that  says  AT&T"  after  you  dial. 
If  you  don't  hear  it,  you  probably  haven't  reached  AT&T. 

In  that  case,  just  hang  up  and  dial  10+ATT+O  before 
dialing  the  area  code  and  number.  (Or,  if  you're  calling 
from  a  hotel,  ask  the  switchboard  operator  how  to  best 
reach  AT&T.)  In  seconds,  vou'll  be  connected  to  the  fastest, 


most  reliable  long  distance  service  in  the  world. 

And  you'll  avoid  any  possible  detours. 

For  more  information,  or  a  wallet-sized  card  with  simple 
dialing  instructions,  call  1  800  661-0661. 


AT&T 

The  right  choice. 
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Tfye  bridge  Laughlin  built  over  (he  Colorado  River 
Outsmarting  the  competition. 


million  loan  from  the  Mellon  Bank  before  getting  the 
commission's  approval  on  the  financing.  Oxentenko  says 
he  believes  he  and  his  attorney  have  cleared  up  the  matter 
with  the  board. 

"The  gaming  board  and  commission  view  him  [Laugh- 
lin)  as  one  of  their  problem  children,"  says  a  former  mem- 
ber of  the  gaming  agency.  "Laughlin,"  he  adds,  "is  proba- 
bly the  only  living  stereotype  of  what  people  think  a  Las 
Vegas  pit  boss  from  the  Sixties  is  like." 

Laughlin's  wealth  is  bound  up  in  a  maze  of  proprietor- 
ships, investments  and  a  corporation,  Laughlin  Recre- 
ational Enterprises,  Inc.,  which  owns  the  92-acre  parcel 
that  the  resort  rents  back  for  nearly  $1  million  a  month. 
lre,  which  owns  the  land  and  essentially  operates  as  a 
private  firm,  is  a  shell  company  Laughlin  picked  up  years 
ago.  It  has  340  other  shareholders,  many  of  whom  are  very 
unhappy  with  Laughlin,  who  owns  over  95%  of  the  com- 
pany and  hasn't  paid  any  dividends. 

Laughlin  owns  the  town's  only  movie  theaters,  and  the 
convention  hall,  which  he  built  last  year.  And  he  recently 
completed  an  underground  parking  lot  complete  with  va- 
let service,  a  far  cry  but  a  short  distance  from  Laughlin's 
70-acre  rv  park.  He  also  owns  one  of  the  town's  two  banks; 
the  Laughlin  Transit,  Inc.,  a  local  bus  company;  the  River 
Queen  Motel  (97  rooms  on  the  Arizona  side);  a  dozen  ferry 
boats  that  transport  tourists  over;  and  around  $45  million 
in  other  real  estate  in  Nevada  and  Arizona,  according  to 
Coldwell  Banker's  Mark  Ambler.  He  supplies  his  restau- 
rants with  beef  from  his  60,000-acre  working  ranch  in 
Kingman,  Ariz.  These  enterprises  brought  in  over  $100 
million  in  gross  revenues  for  1988,  according  to  Laughlin. 

There  is  quite  a  bit  of  debt  on  Laughlin's  books:  Debt 
service  comes  to  around  $30  million,  he  says.  And  with 
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new  competition  in  town,  he  isn't  building  any  more 
rooms — at  least  with  his  own  money. 

Laughlin  may  be  positioned  to  add  significantly  to  his 
already  significant  wealth.  His  most  recent  project  in- 
volves expanding  the  tiny  airport  in  Bullhead  City  to 
facilitate  the  arrival  of  highrollers  from  Chicago  and  Dal- 
las. Laughlin  held  a  30-year  lease  on  the  airport.  He  bought 
1,250  contiguous  acres  for  $6.5  million,  donated  430  acres 
to  the  county  and  spent  an  additional  $5  million  on  flood  I 
control.  Factoring  in  all  the  costs,  Laughlin  now  owns  820 1 
acres  adjacent  to  the  airport  for  which  he  paid  less  thanl 
$10,000  an  acre.  In  five  years,  after  the  infrastructure  and 
the  commercial  airparks  and  light  industry  complexes  are 
up,  Laughlin  predicts  his  airport  land  will  mushroom  to 
something  like  $300,000  an  acre.  If  he's  right,  his  parcel | 
will  be  worth  some  $250  million. 

Now  58,  Laughlin  seems  to  be  relaxing  more.  He  often  | 
combines  two  of  his  hobbies — flying  and  studying  Span- 
ish— by  piloting  his  Turbo  210  jet  to  Los  Angeles,  to  take] 
classes  at  Berlitz.  At  home  he  spends  time  with  his  girl- 
friend, Carolyn  Cox,  27,  an  ex-cocktail  waitress  at  thel 
Riverside.  Laughlin's  estranged  wife,  Elizabeth,  still  lives] 
on  the  floor  below,  although  she  no  longer  works  for  the] 
casino. 

On  a  recent  night  Laughlin  and  Cox  are  spotted  in  the 
Riverside's  Starview  Room.  They're  hard  to  miss:  It's! 
midnight,  and  the  spotlight  is  on  the  couple  in  the  other- 
wise empty,  darkened  ballroom.  Laughlin  fully  extends  his 
left  arm,  pivots  on  the  soles  of  his  felt-bottomed  shoes  and 
puts  his  right  hand  around  Carolyn's  waist.  A  ballroom 
dance  instructor  stands  off  in  the  darkness,  telling  him 
how  to  do  it.  Another  sign  that  civilization  has  come  to 
Don  Laughlin  as  well  as  to  Laughlin,  Nev.  ■ 
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n  1866,  when  the  transatlantic  cable  linked  two  continents, 
Mlendale  had  been  in  touch  with  its  customers  for  31  years. 


The  telegraph.  For  years  engineers  had  dreamed 
f  using  it  to  bridge  the  communication  gap  between 
uirope  and  North  America.  But  it  wasn't  until  1866 
hat  the  dream  became  reality.  And  when  the  Great 
Eastern  sent  the  first  message,  Allendale  had  been 
stening  and  responding  to  clients  for  31  years. 

In  a  changing  world  where  events  like  this  shape 
istory,  this  is  our  way  of  reminding  you  of  one  progres- 
ve,  stable  company  that's  been  in  business  since  1835. 


Today  at  Allendale,  we  continue  to  shape  the 
history  of  loss  control  with  engineering,  training, 
research  and  testing,  responsiveness  and  fairness  in 
the  way  we  do  business.  After  a  century  and  a  half,  that 
part  of  our  philosophy  is  not  about  to  change. 
Allendale  Insurance,  P.O.  Box  7500,  Johnston,  Rhode 
Island  02129. 

Allendale  Insurance/ Factory  Mutual  System 

World  leaders  in  property  risk  management  since  1835. 


Robert  Campeau  is  not  the  first  real  estate 
man  to  flop  in  retailing.  In  the  1970s 
Arthur  Cohen  's  Aden  Realty  met  a  similar 
fate.  But  Cohen  survived. 

How  Arthur  Cohen 
came  back 


Phiaoerapl^  bv  Kiihard  B<rtvdilcli 


Real  estate  developer  Arthur  Cohen 

Before  Campeau  Corp.  there  was  Arlen  Realty. 
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By  Jonathan  Greenberg 

F|  ew  people  recognize  the  name 
today,  but  in  the  1970s  Arthur 
Cohen  was  the  Robert  Campeau 
of  his  time — a  highly  leveraged  real 
estate  developer  who  broke  into  re- 
tailing. In  the  1960s  Cohen's  Arlen 
Realty  &  Development  Corp.  was  big 
in  Manhattan  apartment  towers  and 
in  shopping  centers. 

Then  a  big  retail  chain  seduced 
him:  E.J.  Korvettes,  an  early  discount 
chain  with  20  stores  and  $200  million 
in  revenues.  Arthur  Cohen  saw  a  mar- 
riage made  in  tax-code  heaven.  Ar- 
len's  real  estate  would  shelter  Kor- 
vettes' cash  flow:  Two  plus  two 
would  be  five. 

Cohen  swapped  some  real  estate  for 
stock  in  the  store  chain's  holding 
company,  Spartans  Industries,  and 
merged  the  chain  into  his  Arlen  real 
estate  empire.  This  was  in  1971.  By 
1972  Aden's  market  value  was 
around  $500  million— big  money  for 
that  time.  Cohen,  then  only  43, 
owned  around  26% . 

But  a  mid-Seventies  real  estate 
crash  was  followed  by  disaster  at  Kor- 
vettes. The  discount  chain's  cash  flow 
withered,  throwing  Arlen  into  a  des- 
perate credit  crunch.  By  the  spring  of 
1977  Aden's  market  value  had  col- 
lapsed to  $60  million. 

Cohen  understood  that  in  real  es- 
tate development,  reputation  with 
lenders  is  as  important  as  location.  He 
scurried  to  make  good  on  Aden's 
debts,  infusing  $30  million  of  his  own 
capital  into  Arlen. 

"I  felt  it  was  the  proper  thing  for  me 
to  do  in  order  to  continue  in  the  field 
I'm  in,"  says  Cohen.  Had  he  simply 
walked  away  from  the  mess,  he  would 
have  had  trouble  borrowing  in  the  fu- 
ture, and  his  big-time  career  would 
have  ended. 

Eventually  he  sold  Korvettes  and  all 
of  Arlen's  real  estate  holdings.  Credi- 
tors were  paid  off  in  full.  But  common 
stockholders,  Cohen  the  largest  of 
these,  lost  nearly  everything.  Today 
Arlen  Corp.  is  still  public.  It  makes 
steering  wheels  and  drywall,  and  has  a 
market  value  of  $8  million.  Arthur 
Cohen  still  owns  around  15%. 

Arthur  Cohen  has  come  back  stron- 
ger than  ever,  but  he  has  learned  a 
lesson.  Rather  than  venturing  into 
things  like  retailing,  which  he  doesn't 
understand,  he  sticks  with  real  estate, 
which  he  does  understand. 

Well  before  Arlen  went  public,  Co- 
hen was  investing  in  real  estate  deals 
on  the  side  for  his  own  account.  Many 
of  these  were  Manhattan  properties 
picked  up  at  bargain  prices  in  the  Six- 
ties. Once  he  had  the  Arlen  debacle 
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behind  him,  Cohen  used  these  assets 
to  rebuild  his  fortunes,  and  today 
owns  property  and  securities  worth  in 
excess  of  $350  million  net  of  debt, 
Forbes  estimates. 

Here  is  a  partial  list  of  Cohen's 
holdings:  He's  the  largest  shareholder 
of  thinly  traded  Braniff  Airlines  (20%, 
worth  around  $20  million).  He  holds 
major  interests  in  chains  of  restau- 
rants (Houlihan's  and  Daryl's),  hotels 
and  motels  (nearly  100  nationwide — 
many  of  them  Howard  Johnsons)  and 
shopping  centers  (he  has  owned  or  co- 
owned  some  250  over  30  years  in 
business). 

Cohen  has  also  invested  in  the  con- 
version of  some  15,000  residential 
apartments  in  New  York  City,  and 
owns  interests  in  thousands  of  luxury 
hotel  rooms  and  millions  of  square 
feet  of  prime  commercial  space  in 
Manhattan. 

One  of  his  best  and  most  publicized 
deals  involved  Manhattan's  venerable 
Gotham  Hotel. 

The  Gotham  stood  on  a  prized  Man- 
hattan corner,  55th  Street  and  Fifth 
Avenue.  Originally  built  as  a  luxury 
hotel,  its  glamour  had  long  since  fad- 
ed by  1979,  when  Swiss  developer 
Rene  Hatt  acquired  a  99-year  lease 
from  Sol  and  Irving  Goldman.  Hatt 
had  some  rather  strange  notions 
about  what  guests  secretly  yearned 
for  in  their  hotel  rooms. 

Backed  by  a  consortium  of  German 
banks  and  some  Saudi  investors,  Hatt 
tore  out  walls  and  put  purple  marble 
bathtubs  next  to  beds.  Floors  were 
covered  with  violet  carpets,  walls 
with  burgundy,  black  and  lots  of  mir- 
rors. He  created,  as  one  observer  not- 
ed, the  world's  most  expensive 
"whorehouse." 

Hatt's  backers  lost  interest  after  he 
had  spent  $130  million  and  was  still 
$40  million  short  of  finishing.  As  the 
various  participants  fought  among 
themselves,  the  Gotham  Hotel  be- 
came a  boarded-up,  graffiti-covered 
derelict. 

Into  this  hornet's  nest  stepped  Co- 
hen. He  placed  a  bid  on  the  Gotham  in 
November  1984.  The  German  banks 
,  were  eager  to  sell,  but  there  were  end- 
!  less  complications:  appeasing  the 
Goldmans,  dealing  with  the  Ger- 
:  mans,  bringing  in  an  operator  and  cop- 
ing with  the  litigious  Rene  Hatt.  Ar- 
thur Cohen  patiently  worked  the 
whole  thing  out. 

Here's  how  Cohen  did  it:  He 
|  brought  landlords  Sol  and  Irving 
I  Goldman  in  as  partners  with  about 
47%.  Southmark  Corp.  and  Pratt  Ho- 
tel Corp.,  the  hotel's  operator,  each 
came  in  for  about  17%.  Cohen  and 
four  other  investors,  including  devel- 


New  York's  former  Maxim 's  cie  Paris 
A  $30  million  profit. 


oper  William  Zeckendorf  Jr.,  split  the 
remaining  20%.  Arthur  Cohen  con- 
vinced player  after  player  that  the  deal 
would  pay  off  eventually,  if  they  each 
took  a  piece  of  it. 

Cohen  settled  with  the  German 
banks  for  about  $35  million  and  paid 
off  old  contractors'  bills  and  taxes.  All 
told,  the  new  owners  borrowed  $50 
million  and  put  up  $40  million  to 
finish  the  remodeling. 

A  year  and  a  half  ago  the  old 
Gotham  Hotel  reopened  as  a  new 
"Maxim's  de  Paris."  Within  a  year 
the  partners  were  able  to  sell  it  for 
$127  million  to  the  Peninsula 
Group,  headed  by  Hong  Kong's  Ka- 
doorie  family — who  were  willing  to 
pay  over  $520,000  a  room  for  a  com- 
plications-free location.  The  Cohen 
group's  profit  on  the  transaction: 
around  $30  million. 

None  of  which,  of  course,  is  much 
comfort  to  the  folks  who  lost  their 
shirts  in  Arlen  Corp.  stock.  ■ 


The  Texas  banking  collapse  has  left  most  of 
the  states  banks  in  out-of-state  hands.  An 
exception:  Texop  Bancshares. 

The  hometown 
boys 


By  John  H.  Taylor 


Ron  Steinhart,  49,  has  been  a 
prominent  player  in  Texas 
banking  for  20  years,  having 
made  his  early  fortune  buying  and 
selling  community  banks,  and  later 
serving  briefly  as  vice  chairman  of  the 
now  defunct  First  RepublicBank 
Corp.  Despite  his  bad  experience  at 
First  Republic,  Steinhart,  like  a  lot  of 
other  bankers — Robert  Abboud  of 
First  City  Bancorporation  and  Hugh 
McColl  of  ncnb — sees  opportunity  in 
pumping  out  and  refloating  some  of 
Texas'  many  capsized  banks.  In  early 
1988  the  Beaumont,  Tex.  native  set 
about  raising  money  for  investment 
in  a  string  of  failed  Texas  banks.  The 
name    of    Steinhart's    Dallas-based 


holding  company,  fittingly  enough,  is 
Texop  Bancshares,  short  for  "Texas 
Opportunities." 

The  money  didn't  exactly  pour  in. 
The  media  were  full  of  stories  about 
the  imminent  collapse  of  First  Repub- 
lic and  MCorp,  two  giants  of  Texas 
banking.  The  s&x  debacle  was  in  full 
gore.  With  persistence,  Steinhart  and 
his  partner,  Terry  Kelley,  eventually 
raised  $72  million  in  two  private 
placements  handled  by  Goldman, 
Sachs.  Their  investors  include  Stein- 
hart's close  friend,  Democratic  power 
broker  Robert  Strauss,  the  Harvard 
University  Endowment  Fund,  Allen 
&  Co.  and  Goldman,  Sachs.  Steinhart 
and  Kelley  put  their  money  where 
their  mouths  were:  Most  of  their  net 
worth  is  tied  up  in  Texop. 
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Ron  Steinbart,  chairman  of  Texop  Bancslxires 

"It's  not  whether  well  make  money.  The  question  is  how  much." 


In  15  months,  Steinhart  and  Kelley 
bought  14  banks,  most  of  them  in 
Dallas.  Steinhart  negotiates  the  deals, 
while  Kelley,  a  46-year-old  career 
banker,  runs  the  day-to-day  opera- 
tions after  the  acquisition  is  com- 
plete. They  run  the  whole  thing  under 
the  name  Deposit  Guaranty  Bank.  All 
but  two  of  the  banks  had  failed  when 
Steinhart  and  Kelley  bought  them.  In 
most  cases,  they  purchased  only  the 
liabilities — that  is,  the  deposits — and 
left  the  government  with  the  loans. 
When  they  did  take  the  loan  portfolio, 
they  got  liberal  incentives — more 
than  $100  million  in  federal  assis- 
tance so  far. 

With  the  Federal  Deposit  Insurance 
Corp.  having  absorbed  most  of  the  bad 
paper  in  the  banks  it  acquired,  Texop 
Bancshares  has  been  modestly  profit- 
able since  the  day  it  bought  its  first 
bank.  For  the  first  six  months  of  1989, 
Texop  earned  $1.3  million.  But  Texop 
was  small:  assets  $645  million.  Stein- 
hart took  a  leap  into  the  big  leagues  in 
July  when  he  agreed  to  buy  Fort 
Worth-based  Texas  American  Banc- 
shares, a  $4.3  billion  (assets)  bank  that 
had  been  seized  by  regulators.  In  so 
doing,  he  grabbed  the  last  major  Texas 
bank  up  for  sale.  Before  the  fdic 
agreed  to  sell  the  venerable  franchise 
to  Texop,  Steinhart  guaranteed  Texop 
would  make  a  $175  million  capital 
infusion  in  the  bank. 

The  climate  for  raising  money  for 
Texas  banks  is  better  now  than  it  was 


a  year  ago.  Robert  Abboud  is  making 
money  at  the  revitalized  First  City, 
ncnb  has  been  so  successful  with  the 
remains  of  First  Republic  that  it 
bought  out  the  government's  interest 
in  the  Texas  bank  four  years  ahead  of 
schedule,  and  Banc  One  won  a  spirit- 
ed bidding  war  for  MCorp's  failed 
banks  in  lune.  Goldman,  Sachs  and 
Allen  &  Co.  arc  raising  the  fresh  mon- 
ey for  Texop  in  a  private  placement 
and  have  provided  regulators  with  a 
firm  underwriting  commitment  to 
sell  the  entire  $175  million  offering. 
Steinhart  expects  to  complete  the 
Texas  American  acquisition  by  the 
end  of  next  month  and  hopes  to  one 
day  take  the  combined  banks  public. 

Steinhart  and  Kelley  are  already 
managing  the  remains  of  Texas  Amer- 
ican, renamed  Team  Bank.  The  deal 
virtually  guarantees  that  Texop  will 
make  some  money,  since  the  govern- 
ment has  assumed  all  the  credit  risk. 
Steinhart  has  two  years  to  put  prob- 
lem loans  into  a  special  asset  pool, 
which  Texop  will  manage  for  the  fed- 
eral government.  In  addition,  the  fdic 
will  provide  an  estimated  $900  mil- 
lion in  federal  assistance  to  eliminate 
the  bank's  negative  net  worth  and 
mark  all  the  assets  to  market. 

Now  comes  the  real  test.  Loan  de- 
mand is  weak  in  Texas  and  the  outsid- 
ers who  have  taken  over  the  biggest 
Texas  bank  holding  companies  are 
giving  the  locals  rough  competition. 
Steinhart  and  Kelley  are  focusing  on 


locally  owned,  well  established  com- 
panies with  borrowing  needs  between 
$1  million  and  $25  million^  "We 
think  the  $5  million  to  $10  million 
borrower  will  be  a  lot  more  important 
to  us  than  to  ncnb,"  says  Kelley. 

But  Kelley  and  Steinhart  admit  it 
will  be  several  years  before  loan  de- 
mand picks  up,  which  is  a  problem  for 
a  bank  whose  loan-to-deposit  ratio 
was  a  meager  50%  in  June.  To  com- 
pensate for  weak  loan  demand,  they 
are  putting  money  into  U.S.  Trea- 
surys  and  investment-grade  securi- 
ties. They  are  slashing  expenses  at 
Texas  American,  which  before  its  col- 
lapse had  one  of  the  highest  overheads 
of  any  Texas  bank.  Says  Kelley,  "If  we 
don't  get  those  expenses  in  line  with 
ncnb  and  Banc  One,  we'll  get  killed." 

Steinhart's  reputation  for  frugality 
is  legendary.  He  eschews  fancy  cars 
and  limos,  preferring  to  tool  back  and 
forth  between  Dallas  and  Fort  Worth 
in  his  1986  Ford  Taurus.  After  buying 
Bank  of  Dallas  last  year,  Steinhart's 
first  move  was  to  sell  a  Rodin  sculp- 
ture purchased  by  the  bank's  prior 
owners.  The  sale  put  some  money 
back  to  work,  but  it  also  served  notice 
on  customers  and  employees  alike 
that  Texop  would  stay  away  from  the 
kind  of  lavish  cockiness  that  just 
about  wrecked  the  Texas  banking  sys- 
tem. Says  Steinhart,  acknowledging 
that  things  remain  tough:  "It's  not  a 
matter  of  whether  we  will  make  mon- 
ey; the  question  is  how  much."  ■ 
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THE  NEW  P/E  RATIO 


A  strange  way  to  measure  a  company? 
Not  really. 

These  days  the  push  to  improve 
the  bottom  line  has  put  new  pressures 
on  the  way  companies  behave. 

To  the  point  where  some  have 
the  idea  that  higher  profits  and  ethical 
behavior  are  mutually  exclusive. 

Of  course,  this  isn't  true.  Nor  has  it 
ever  been. 

This  "new"  P/E  Ratio  simply 
reaffirms  the  proven  axiom  that . . . 

Good  conduct 
is  good  business. 

By  voicing  a  clear  code  of  conduct 
from  the  top,  a  company  can  eliminate 
misunderstanding  and  clarify  the 
responsibilities  of  each  employee. 
Taking  the  lead  in  this  way  will 
raise  morale  and  productivity,  while 
reducing  the  potential  for  fraud  and 
legal  jeopardy. 


CPAs  who  are  members  of  the 

American  Institute  of  CPAs 

know  the  value  of  a 

rigorous  ethical  code. 

They  work  for  companies  of  all  sizes, 
as  managers,  accountants, 
independent  auditors  and  consultants. 
In  fact,  a  Louis  Harris  poll  named  CPAs 
the  most  ethical  of  all  professionals. 

The  leaders  of  the  accounting 
profession -members  of  the  AICPA  - 
recently  voted  to  strengthen  their 
Code  of  Professional  Conduct  even 
further.  The  new  code  defines  proper 
conduct  in  terms  of  integrity, 
objectivity  and  independence— 
all  to  protect  the  public  interest. 

Members  of  the  AICPA  believe 
that  every  company  should  have  an 
ethics  code.  Not  to  limit  profits,  but  to 
enhance  them. 

The  measure  of  excellence. 


AICPA 


AMERICAN  INSTITUTE  OF  CERTIFIED  PUBLIC  ACCOUNTANTS 

1211  Avenue  of  the  Americas,  New  York,  NY  10036-8775 


- 


IN  AN  INCREASINGLY  COMPLEX  WORLD,  AICPA  MEMBERS - 
MORE  THAN  280,000  CPAs  IN  PUBLIC  PRACTICE,  INDUSTRY,  GOVERNMENT  AND  EDUCATION  - 

PROVIDE  QUALITY  SERVICE  IN  THE  PUBLIC  INTEREST. 
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Taxing  Matters 


Edited  bv  Laura  Saunders 


The  mortgage  deduction  is  pretty  safe  for 
now . . .  unless  you  make  one  little  mis- 
take, in  which  case  it  blows  up  in  your  face. 

Mortgage 
mine  field 


Once  upon  a  time,  before  1986,  the 
mortgage  interest  deduction  was  as 
simple  as  it  was  popular.  If  you  had  a 
mortgage,  you  got  the  deduction. 

No  more.  Revenue-hungry  law- 
makers have  trimmed,  revised  and 
"clarified"  the  deduction  so  that  it's 
full  of  booby  traps.  "Now  if  you  don't 
follow  the  rules  just  so,  you  lose  it 
entirely.  It's  like  falling  off  a  cliff," 
says  Thomas  Ochsenschlager,  a  tax 
expert  with  Grant  Thornton. 

One  unhappy  corporate  executive 
discovered  this  the  hard  way,  accord- 
ing to  Stuart  Becker  of  accountants 
Laventhol  &  Horwath.  This 
fellow  got  a  $1  million  loan  _- 

to   pay   for   a    cooperative 
apartment    in    New    York. 
But  he  was  in  a  hurry  and 
used  stock  from  his  invest- 
ment portfolio  to  secure  the 
loan.  Result:  no  deduction, 
because  the  loan  must 
be  secured  by  the  proper- 
ty for  the  interest  to  be 
deductible.  All  that  he 
can  do  is  take  out  a  fully 
deductible         $100,000 
"home  equity"  loan — or 
sell  his  co-op  and  buy 
the  one  next  door.  i 

Such     costly     igno- 
rance is  common,  and 
it's      rampant,      even 
among  real  estate  bro- 
kers and  bankers,  says  ^ 
Red  Bank,  N.J.  accoun- 
tant Douglas  Stives.  So 
here's  a  guide  to  some  ins  and 
outs  oi  the  mortgage  interest 
deduction.  For  more  informa- 


tion, order  irs  publications  936  (Limits 
on  Mortgage  Interest  Deduction)  and 
530  (Tax  Information  for  Homeowners), 

For  starters,  it's  important  when 
you  got  your  mortgage(s).  Congress 
changed  the  law  in  1986,  1987  and 
1988,  and  probably  hasn't  stopped  tin- 
kering (Forbes,  Mar  20).  All  the 
changes  have  grandfather  rules. 

If  you  hold  no  more  than  two  mort- 


Chu  H  Slai  km.in 


gages  obtained  before  Aug.  16,  1986 
and  have  never  refinanced  them,  the 
interest  is  deductible,  no  matter  how 
big  they  are.  If  you  have  refinanced, 
your  deduction  may  be  partly  limited. 
In  no  case,  however,  will  the  restric- 
tions be  greater  than  for  people  buying 
a  home  now. 

If  you  obtained  a  mortgage  or  refi- 
nanced one  between  Aug.  16,  1986 
and  Oct.  14,  1987,  you  are  subject  to 
some  restrictions.  But  few,  if  any,  lim- 
its you  encounter  will  be  harsher  than 
those  for  new  buyers. 

Now  for  the  law  of  mortgages  for 
new  buyers.  The  law  allows  you  to 
deduct  interest  on  up  to  $1  million  of 
combined  "acquisition  indebtedness" 
on  up  to  two  homes.  One  of  these  two 
homes  must  be  your  principal  resi- 
dence. Local  law  usually  determines 
what  is  your  principal  residence,  but 
you  can  choose — annually — which  of 
the  other  properties  you  want  to  de- 
duct interest  on  as  long  as  it  qualifies 
as  a  residence.  (For  more  on  second 
homes,  see  box.  p  258. ) 

But  there  are  catches.  To  be  deduct- 
ible, a  mortgage  must  be  secured  by 
the  property  itself,  as  the  executive 
mentioned  above  found  out.  The 
mortgage  must  also  be  obtained  with- 
in 90  days  of  the  property  transfer.  If 
not,  too  bad. 

What  if  you  are  building  a  home?  Be 
especially  careful,  notes  Grant  Thorn- 
ton's Ochsenschlager.  Essentially,  all 
of  your  interest  will  be  deductible 
from  the  start  if  you  (a)  finance  it 
from  the  beginning,  (b)  complete 
construction  within  two  years, 
and  (c)  receive  a  permanent  mort- 
gage within  90  days.  What  if  you 
build  first,  then  finance?  Mort- 
gage interest  attributable  to  the 
ast  24  months  of  construction 
costs  is  deductible.   What  if 
you  buy  acreage  now  and 
build  on  it  at  retirement 
1994?    Some    of    the 
mortgage         interest 
will    be    nondeduct- 
ible— unless  you  get 
crafty,   putting  up  a 
mortgaged  shack  now 
and  "improving"  it  later. 
Then        there        are 
"points,"    the    one-time 
fee  banks  charge  to  origi- 
nate a  mortgage.  The  irs' 
opinion,    backed    up   by 
the  Tax  Court,  is  that  points 
are  deductible  up  front  only 
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Incredibly  Swiss. 


Many  people  insist  on  the  best  of  both  worlds  when  it 
comes  to  financial  services.  They  want  a  bank  that  can 
offer  traditional  excellence,  consistent  service  quality 
and  cast-iron  security.  But  they  also  realize  that  success 
in  today's  global  financial  markets  depends  crucially 
oh  an  authoritative  international  presence.  That's  why 
they  bank  with  Credit  Suisse.  Our  solid  Swiss  virtues 
are  regularly  rewarded  with  a  triple-A  rating  from  the 


world's  most  prestigious  rating  agencies.  At  the  same 
time  we  are  also  a  premier  player  in  the  world's  finan- 
cial markets.  Credit  Suisse's  activities  are  closely  co- 
ordinated with  those  of  the  global  investment  banking 
group,  CS  First  Boston,  Inc.  International  strength 
backed  by  Swiss  tradition  means  that  Credit  Suisse 
can  offer  you  the  best  of  both  worlds. 


We  do  more  to  keep  you 


* 


at  the  top. 


Head  Office:  Zurich/Switzerland:  Represented  in  all  major  international  financial  centres. 
In  the  USA  and  Canada:  New  York  ■  Los  Angeles  •  Atlanta    Calgary  •  Chicago  •  Houston  ■  Miami  •  Montreal  ■  San  Francisco  •  Toronto  •  Vancouver 
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Ron  Steinhart,  chairman  of  Texop  Bancslxires 

"It's  not  whether  well  make  money.  The  question  is  how  much.' 


In  15  months,  Steinhart  and  Kelley 
bought  14  banks,  most  of  them  in 
Dallas.  Steinhart  negotiates  the  deals, 
while  Kelley,  a  46-year-old  career 
banker,  runs  the  day-to-day  opera- 
tions after  the  acquisition  is  com- 
plete. They  run  the  whole  thing  under 
the  name  Deposit  Guaranty  Bank.  All 
but  two  of  the  banks  had  failed  when 
Steinhart  and  Kelley  bought  them.  In 
most  cases,  they  purchased  only  the 
liabilities — that  is,  the  deposits — and 
left  the  government  with  the  loans. 
When  they  did  take  the  loan  portfolio, 
they  got  liberal  incentives — more 
than  $100  million  in  federal  assis- 
tance so  far. 

With  the  Federal  Deposit  Insurance 
Corp.  having  absorbed  most  of  the  bad 
paper  in  the  banks  it  acquired,  Texop 
Bancshares  has  been  modestly  profit- 
able since  the  day  it  bought  its  first 
bank.  For  the  first  six  months  of  1989, 
Texop  earned  $  1 .3  million.  But  Texop 
was  small:  assets  $645  million.  Stein- 
hart took  a  leap  into  the  big  leagues  in 
July  when  he  agreed  to  buy  Fort 
Worth-based  Texas  American  Banc- 
shares, a  $4.3  billion  (assets)  bank  that 
had  been  seized  by  regulators.  In  so 
doing,  he  grabbed  the  last  major  Texas 
bank  up  for  sale.  Before  the  fdic 
agreed  to  sell  the  venerable  franchise 
to  Texop,  Steinhart  guaranteed  Texop 
would  make  a  $175  million  capital 
infusion  in  the  bank. 

The  climate  for  raising  money  for 
Texas  banks  is  better  now  than  it  was 


a  year  ago.  Robert  Abboud  is  making 
money  at  the  revitalized  First  City, 
ncnb  has  been  so  successful  with  the 
remains  of  First  Republic  that  it 
bought  out  the  government's  interest 
in  the  Texas  bank  four  years  ahead  of 
schedule,  and  Banc  One  won  a  spirit- 
ed bidding  wai  for  MCorp's  failed 
banks  in  June.  Goldman,  Sachs  and 
Allen  &.  Co.  are  raising  the  fresh  mon- 
ey for  Texop  in  a  private  placement 
and  have  provided  regulators  with  a 
firm  underwriting  commitment  to 
sell  the  entire  $175  million  offering. 
Steinhart  expects  to  complete  the 
Texas  American  acquisition  by  the 
end  of  next  month  and  hopes  to  one 
day  take  the  combined  banks  public. 

Steinhart  and  Kelley  are  already 
managing  the  remains  of  Texas  Amer- 
ican, renamed  Team  Bank.  The  deal 
virtually  guarantees  that  Texop  will 
make  some  money,  since  the  govern- 
ment has  assumed  all  the  credit  risk. 
Steinhart  has  two  years  to  put  prob- 
lem loans  into  a  special  asset  pool, 
which  Texop  will  manage  for  the  fed- 
eral government.  In  addition,  the  fdic 
will  provide  an  estimated  $900  mil- 
lion in  federal  assistance  to  eliminate 
the  bank's  negative  net  worth  and 
mark  all  the  assets  to  market. 

Now  comes  the  real  test.  Loan  de- 
mand is  weak  in  Texas  and  the  outsid- 
ers who  have  taken  over  the  biggest 
Texas  bank  holding  companies  are 
giving  the  locals  rough  competition. 
Steinhart  and  Kelley  are  focusing  on 


locally  owned,  well  established  com- 
panies with  borrowing  needs  between 
$1  million  and  $25  milliona.  "We 
think  the  $5  million  to  $10  million 
borrower  will  be  a  lot  more  important 
to  us  than  to  ncnb,"  says  Kelley. 

But  Kelley  and  Steinhart  admit  it 
will  be  several  years  before  loan  de- 
mand picks  up,  which  is  a  problem  for 
a  bank  whose  loan-to-deposit  ratio 
was  a  meager  50%  in  June.  To  com- 
pensate for  weak  loan  demand,  they 
are  putting  money  into  U.S.  Trea- 
surys  and  investment-grade  securi- 
ties. They  are  slashing  expenses  at 
Texas  American,  which  before  its  col- 
lapse had  one  of  the  highest  overheads 
of  any  Texas  bank.  Says  Kelley,  "If  we 
don't  get  those  expenses  in  line  with 
ncnb  and  Banc  One,  we'll  get  killed." 

Steinhart's  reputation  for  frugality 
is  legendary.  He  eschews  fancy  cars 
and  limos,  preferring  to  tool  back  and 
forth  between  Dallas  and  Fort  Worth 
in  his  1986  Ford  Taurus.  After  buying 
Bank  of  Dallas  last  year,  Steinhart's 
first  move  was  to  sell  a  Rodin  sculp- 
ture purchased  by  the  bank's  prior 
owners.  The  sale  put  some  money 
back  to  work,  but  it  also  served  notice 
on  customers  and  employees  alike 
that  Texop  would  stay  away  from  the 
kind  of  lavish  cockiness  that  just 
about  wrecked  the  Texas  banking  sys- 
tem. Says  Steinhart,  acknowledging 
that  things  remain  tough:  "It's  not  a 
matter  of  whether  we  will  make  mon- 
ey; the  question  is  how  much."  ■ 
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THE  NEW  P/E  RATIO 


A  strange  way  to  measure  a  company? 
Not  really. 

These  days  the  push  to  improve 
the  bottom  line  has  put  new  pressures 
on  the  way  companies  behave. 

To  the  point  where  some  have 
the  idea  that  higher  profits  and  ethical 
behavior  are  mutually  exclusive. 

Of  course,  this  isn't  true.  Nor  has  it 
ever  been. 

This  "new"  P/E  Ratio  simply 
reaffirms  the  proven  axiom  that . . . 

Good  conduct 
is  good  business. 

By  voicing  a  clear  code  of  conduct 
from  the  top,  a  company  can  eliminate 
misunderstanding  and  clarify  the 
responsibilities  or  each  employee. 
Taking  the  lead  in  this  way  will 
raise  morale  and  productivity,  while 
reducing  the  potential  for  fraud  and 
legal  jeopardy. 


CPAs  who  are  members  of  the 

American  Institute  of  CPAs 

know  the  value  of  a 

rigorous  ethical  code. 

They  work  for  companies  of  all  sizes, 
as  managers,  accountants, 
independent  auditors  and  consultants. 
In  fact,  a  Louis  Harris  poll  named  CPAs 
the  most  ethical  of  all  professionals. 

The  leaders  of  the  accounting 
profession -members  of  the  AICPA  - 
recently  voted  to  strengthen  their 
Code  of  Professional  Conduct  even 
further.  The  new  code  defines  proper 
conduct  in  terms  of  integrity, 
objectivity  and  independence— 
all  to  protect  the  public  interest. 

Members  of  the  AICPA  believe 
that  every  company  should  have  an 
ethics  code.  Not  to  limit  profits,  but  to 
enhance  them. 

The  measure  of  excellence. 


AICPA 


AMERICAN  INSTITUTE  OF  CERTIFIED  PUBLIC  ACCOUNTANTS 

1211  Avenue  of  the  Americas,  New  York,  NY  10036-8775 


IN  AN  INCREASINGLY  COMPLEX  WORLD,  AICPA  MEMBERS  - 
MORE  THAN  280,000  CPAs  IN  PUBLIC  PRACTICE,  INDUSTRY,  GOVERNMENT  AND  EDUCATION  - 

PROVIDE  QUALITY  SERVICE  IN  THE  PUBLIC  INTEREST. 


Taxing  Matters 


Edited  bv  Laura  Saunders 


face. 


The  mortgage  deduction  is  pretty  safe  for 
now . . .  unless  you  make  one  little  mis- 
take, in  which  case  it  blows  up  in  your  fa 

Mortgage 
mine  field 


Once  upon  a  time,  before  1986,  the 
mortgage  interest  deduction  was  as 
simple  as  it  was  popular.  If  you  had  a 
mortgage,  you  got  the  deduction. 

No  more.  Revenue-hungry  law- 
makers have  trimmed,  revised  and 
"clarified"  the  deduction  so  that  it's 
full  of  booby  traps.  "Now  if  you  don't 
follow  the  rules  just  so,  you  lose  it 
entirely.  It's  like  falling  off  a  cliff," 
says  Thomas  Ochsenschlager,  a  tax 
expert  with  Grant  Thornton. 

One  unhappy  corporate  executive 
discovered  this  the  hard  way,  accord- 
ing to  Stuart  Becker  of  accountants 
Laventhol  &  Horwath.  This 
fellow  got  a  $1  million  loan  mA 

to   pay    for   a    cooperative 
apartment    in    New    York. 
But  he  was  in  a  hurry  and 
used  stock  from  his  invest- 
ment portfolio  to  secure  the 
loan.  Result:  no  deduction, 
because  the  loan  must 
be  secured  by  the  proper- 
ty for  the  interest  to  be 
deductible.  All  that  he 
can  do  is  take  out  a  fully 
deductible  $100,000 

"home  equity"  loan — or 
sell  his  co-op  and  buy 
the  one  next  door.  , 

Such     costly     igno-       f 
ranee  is  common,  and 
it's      rampant,       even 
among  real  estate  bro- 
kers and  bankers,  says 
Red  Bank,  N.I.  accoun- 
tant Douglas  Stives.  So 
here's  a  guide  to  some  ins  and 
outs  oi  the  mortgage  interest 
deduction.  For  more  informa- 


tion, order  irs  publications  936  (Limits 
on  Mortgage  Interest  Deduction)  and 
530  (Tax  Information  for  Homeowners). 

For  starters,  it's  important  when 
you  got  your  mortgage(s).  Congress 
changed  the  law  in  1986,  1987  and 
1988,  and  probably  hasn't  stopped  tin- 
kering (Forbes,  Mar.  JO).  All  the 
changes  have  grandfather  rules. 

If  you  hold  no  more  than  two  mort- 


t  his  B  Slackman 


gages  obtained  before  Aug.  16,  1986 
and  have  never  refinanced  them,  the 
interest  is  deductible,  no  matter  how 
big  they  are.  If  you  have  refinanced, 
your  deduction  may  be  partly  limited. 
In  no  case,  however,  will  the  restric- 
tions be  greater  than  for  people  buying 
a  home  now. 

If  you  obtained  a  mortgage  or  refi- 
nanced one  between  Aug.  16,  1986 
and  Oct.  14,  1987,  you  are  subject  to 
some  restrictions.  But  few,  if  any,  lim- 
its you  encounter  will  be  harsher  than 
those  for  new  buyers. 

Now  for  the  law  of  mortgages  for 
new  buyers.  The  law  allows  you  to 
deduct  interest  on  up  to  $1  million  of 
combined  "acquisition  indebtedness" 
on  up  to  two  homes.  One  of  these  two 
homes  must  be  your  principal  resi- 
dence. Local  law  usually  determines 
what  is  your  principal  residence,  but 
you  can  choose — annually — which  of 
the  other  properties  you  want  to  de- 
duct interest  on  as  long  as  it  qualifies 
as  a  residence.  (For  more  on  second 
homes,  see  box,  p.  258.) 

But  there  are  catches.  To  be  deduct- 
ible, a  mortgage  must  be  secured  by 
the  property  itself,  as  the  executive 
mentioned  above  found  out.  The 
mortgage  must  also  be  obtained  with- 
in 90  days  of  the  property  transfer.  If 
not,  too  bad. 

What  if  you  are  building  a  home?  Be 
especially  careful,  notes  Grant  Thorn- 
ton's Ochsenschlager.  Essentially,  all 
of  your  interest  will  be  deductible 
from  the  start  if  you  (a)  finance  it 
from  the  beginning,  (b)  complete 
construction  within  two  years, 
and  (c)  receive  a  permanent  mort- 
gage within  90  days.  What  if  you 
build  first,  then  finance?  Mort- 
gage interest  attributable  to  the 
^      last  24  months  of  construction 
^^_     costs  is  deductible.   What   if 
you  buy  acreage  now  and 
build  on  it  at  retirement 
in    1994?    Some    of    the 
mortgage         interest 
will    be    nondeduct- 
ible—unless  you  get 
crafty,   putting  up   a 
mortgaged  shack  now 
and  "improving"  it  later. 
Then         there         are 
"points,"    the    one-time 
fee  banks  charge  to  origi- 
nate a  mortgage.  The  irs' 
opinion,    backed    up   by 
the  Tax  Court,  is  that  points 
are  deductible  up  front  only 
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incredibly  Swiss. 


Many  people  insist  on  the  best  of  both  worlds  when  it 
comes  to  financial  services.  They  want  a  bank  that  can 
offer  traditional  excellence,  consistent  service  quality 
and  cast-iron  security.  But  they  also  realize  that  success 
in  today's  global  financial  markets  depends  crucially 
on  an  authoritative  international  presence.  That's  why 
they  bank  with  Credit  Suisse.  Our  solid  Swiss  virtues 
are  regularly  rewarded  with  a  triple-A  rating  from  the 


world's  most  prestigious  rating  agencies.  At  the  same 
time  we  are  also  a  premier  player  in  the  world's  finan- 
cial markets.  Credit  Suisse's  activities  are  closely  co- 
ordinated with  those  of  the  global  investment  banking 
group,  CS  First  Boston,  Inc.  International  strength 
backed  by  Swiss  tradition  means  that  Credit  Suisse 
can  offer  you  the  best  of  both  worlds. 


We  do  more  to  keep  you 


A 


at  the  top. 


CREDIT  SUISSE 
CS 


_ 


Head  Office:  Zurich/Switzerland:  Represented  in  all  major  international  financial  centres. 
In  the  USA  and  Canada:  New  York  •  Los  Angeles  •  Atlanta  ■  Calgary  ■  Chicago  •  Houston  ■  Miami  •  Montreal  •  San  Francisco  •  Toronto  ■  Vancouver 


Of  ski  huts  and  beach  houses 


In  a  courageous  assault  on 
the  hitherto  sacred  mort- 
gage deduction,  Congress  in 
1986  decreed  that  no  deduc- 
tion will  be  allowed  for  inter- 
est on  mortgages  on  third 
and  fourth  homes.  A  mort- 
gage on  a  second  home,  how- 
ever, is  deductible. 

That's  true  even  if  your 
"home"  is  a  boat  or  a  mobile 
home.  As  long  as  said  home 
has  a  hot  plate,  a  bed  and  a 
toilet,  interest  on  the  mort- 
gage is  deductible — unless 
you  are  subject  to  the  alter- 
native minimum  tax.  People 
subject  to  the  amt  (mostly, 
these  are  wealthy  people 
with  tax  shelters)  cannot  de- 
duct interest  on  a  boat  or 
trailer.  It  is  not  known  how 
much  extra  revenue  Con- 
gress is  raising  by  cracking 
down  on  millionaires  who  summer  in  trailer  parks. 

What  if  you  rent  out  your  vacation  home  part  of  the 
time?  Then  the  interest  deduction  interacts  with  other 
deductions  to  create  a  maze  of  tax  rules. 

Your  house  is  a  residence  if  you  don't  rent  it  more 
than  14  days  a  year.  The  good  news  here  is  that  both 
mortgage  and  property  taxes  are  fully  deductible.  And 
as  a  nice  lagniappe,  any  rental  income  is  tax-free. 

It's  a  pure  rental  property  if  you  use  it  less  than  14 
days  a  year  or  10%  of  the  time  it's  rented  (repair  days 


don't  count).  Many  taxpayers 
used  to  go  this  route,  because 
the  full  deductions  for  ex- 
penses, depreciation,  mort- 
gage interest  and  property 
taxes  used  to  generate  losses 
that  sheltered  other  income. 
But  the  1986  tax  changes 
made  this  option  far  less  at- 
tractive. Depreciation  was 
stretched  out,  and  the  dread 
passive  loss  restrictions  now 
postpone  many  deductions. 
The  chief  exception  to  this  is 
if  you  actively  manage  the 
real  estate  yourself,  and  have 
under  $150,000  of  adjusted 
gross  income.  Then  you  can 
deduct  up  to  $25,000  in  cur- 
rent losses,  as  long  as  the 
property  is  a  house,  not  a 
boat  or  mobile  home. 

Many  taxpayers  fall  into 
the  third  category,  with  a 
mixed-use  vacation  home.  Here  you  use  the  property 
more  than  14  days  or  10%  of  the  time  it  is  rented, 
whichever  is  greater,  and  allocate  costs  between  the 
two  uses.  How  this  works  is  complex,  but  you  always 
get  full  mortgage  interest  and  property  tax  deductions. 
You  can  also  deduct  expenses  and  depreciation  on  any 
rental  income  not  offset  by  rental's  share  of  the  interest 
and  property  taxes.  If  you  go  this  route,  check  out  the 
allocations  sanctioned  in  Bolton  v.  Commissioner  for 
maximum  deductions. — L.S. 


Chis    B    M.ukni.in 


on  a  first  mortgage  on  your  primary 
residence,  not  on  refinancings  and  not 
on  loans  for  second  homes.  Other- 
wise, they  must  be  capitalized  and 
deducted  over  the  life  of  the  loan. 
This  issue  is  a  source  of  confusion, 
and  evasion,  for  many  taxpayers.  A 
proposal  now  before  Congress  would 
force  lenders  to  notify  the  irs  as  to  the 
deductibility  of  points  on  loans  for 
matching  against  taxpayer  returns. 

What  about  renovations  and  refi- 
nancings? All  loans  made  to  enlarge 
or  improve  your  homc(s)  arc  fully  de- 
ductible as  long  as  your  total  debt 
doesn't  exceed  the  $1  million  cap  and 
the  loan  is  secured  by  the  property. 
With  refinancings,  you're  safe  if  the 
new  principal  amount  doesn't  exceed 
the  unpaid  balance  on  the  old. 

So  with  the  exception  of  the  "home 
equity"  loans  mentioned  below,  you 
can't  take  appreciation  out  of  your 
house  by  refinancing  without  seeing 
some  of  your  interest  payments  wind 
up  in  the  nondeductible  column.  You 
can,  however,  stretch  out  the  term  on 
mortgages  under  $1  million  to  lower 


your  monthly  payments.  And,  in  case 
you  have  a  pre-October  1987  mort- 
gage of  more  than  $1  million:  You're 
allowed  to  refinance  the  outstanding 
principal  for  the  remainder  of  the  orig- 
inal term  or,  if  it's  a  balloon  mortgage, 
for  30  years.  Otherwise,  a  homeowner 
can  cash  out  of  an  appreciated  house 
only  by  moving,  then  taking  the  de- 
duction on  the  new  home's  mortgage. 

The  good  news  is  that  every  home- 
owner is  also  entitled  to  deduct  the 
interest  on  a  $100,000  "home  equity" 
loan,  even  after  already  hitting  the  $1 
million  limit  on  the  first  mortgage. 
This  rule  has  replaced  a  complex  one 
passed  in  1986  that  allowed  second 
mortgages  only  for  certain  purposes. 

Again,  this  loan  must  be  secured  by 
your  house.  But  you  can  use  it  for  any 
purpose  except  investing  in  tax-ex- 
empt bonds.  If  you  plan  to  buy  munis 
and  get  a  home  equity  loan,  "let  the 
loan  get  old  and  cold  before  you  buy 
the  bonds,"  says  Ochsenschlager. 

To  get  an  equity  loan,  you  don't 
have  to  have  a  first  mortgage.  In  fact, 
these  loans  are  one  of  the  only  "plan- 


ning 
holes 


opportunities" — read  loop- 
still  in  the  code.  Are  you  fi- 
nancing a  car,  tuition,  or  credit  card 
debt?  Only  20%  of  the  interest  will  be 
deductible  this  year,  only  10%  next 
year,  and  none  thereafter.  But  100%  is 
deductible  if  you  consolidate  it  as  a 
home  equity  loan.  Accountant  Stives 
even  tells  clients  who  are  running 
afoul  of  passive  loss  restrictions  on 
other  investments  (such  as  a  rental 
property)  to  consider  paying  down 
$100,000  of  that  debt  by  taking  out  a 
deductible  home  equity  loan. 

The  only  glitch:  if  you  do  take  ad- 
vantage of  this,  don't  get  caught  by 
the  alternative  minimum  tax.  If  you 
do,  the  interest  on  your  home  equity 
loan  won't  be  deductible. 

Given  these  new  complexities,  you 
might  think  the  tax  agents  would  go 
easy  on  taxpayers  for  a  while.  Not  a 
chance,  says  Stives:  "Even  when  the 
audit  is  really  for  another  issue — say  a 
business  loss  claimed  on  the  individ- 
ual tax  return — the  irs  is  checking  the 
mortgage,  because  it's  usually  a  big 
deduction." — L.S. 
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ADVERTISEMENT 


Clearing 

The  Communications 

Policy  Gridlock 


ridlock,  that  most 
characteristic  of 
the  late  20th  century 
phenomena,  also 
provides  an  apt  meta- 
phor for  the  state  of 
U.S.  communications 
policy.  Yet,  with  rea- 
sonable steps,  U.S. 
communications  poli- 
cy could  be  untangled — unleashing  an 
economically  strong  and  globally  competi- 
tive industry. 

Thanks  to  competition,  we've  already 
seen  a  spurt  of  activity  in  all  aspects  of  the 
communications  business.  But  gridlock  ex- 
ists as  to  how  best  to  maximize  America's 
share.  In  the  equipment  market,  competi- 
tion reigns.  Western  Electric  is  no  longer 
dominant,  and  there  is  no  shortage  of 
suppliers  for  business  and  residential  cus- 
:omers  as  well  as  phone  companies.  The 
iomestic  long  distance  market,  once  the 
ale  province  of  AT&T,  is  increasingly  com- 
)etitive,  with  AT&T's  share  hovering  at  less 
han70%. 

Looking  inward,  we've  got  a  busy  mar- 
cetplace,  but  in  the  international  arena 
America  doesn't  do  quite  as  well.  For  in- 
tance,  Japan  and  France  have  leapfrogged 
is  in  fields  like  information  services  and 
«llular  technology. 

Take  Japan's  "Just-in-Time"  approach 
o  manufacturing— a  system  that  slashes 
he  need  for  large  inventories.  It  times  the 
ielivery  of  parts  needed  to  manufacture 
utos  to  the  exact  time  of  assembly  and 
ommunicates  that  moment  to  suppliers, 
ophisticated  information  exchange,  not 
xpensive  warehousing,  permits  assembly  to 
now  up  "just-in-time." 

France's  Minitel  system,  with  nearly  four 
lillion  customers  and  10,000  services,  uses 
lectronic  terminals  to  provide  everything 


By  Daniel  L.  Brenner 

from  director}  assistance  to  step-by-step 
instructions  on  how  to  repair  machinery. 

The  U.S.  has  an  emerging  information 
services  industry'.  AT&T,  General  Electric, 
Sears,  General  Motors  and  McDonnell 
Douglas  have  all  weighed  in.  But  seven  of 
the  likeliest  players — the  former  Bell  Sys- 
tem companies — cannot  enter,  excluded 
outright  bv  the  order  that  broke  up  AT&T  in 
1984. 

That  decree,  supervised  by  federal  Judge 
Harold  Greene,  presupposes  that  these  re- 
gional telecommunications  companies 
would  use  their  power  in  the  local  exchange 
marketplace  to  swamp  competitors.  Putting 
aside  whether  large  information  providers 
such  as  the  aforementioned  need  protec- 
tion, none  of  them  possesses  the  ubiquity  or 
offers  the  network  compatibility  of  local 
phone  companies. 

It's  one  thing  to  have  a  system  that 
provides  information  services  for  the  big 
boys.  It's  another  to  make  sure  those  same 
services  are  accessible  and  affordable  for 
small  business  and  residential  markets. 

The  regional  companies  are  among  the 
most  equipped  to  deliver  Information  Age 
products  and  services  efficiently  and  cost- 
effectively  to  households  and  businesses 
throughout  America. 

By  not  letting  major  communication 
players  such  as  the  regional  telephone  com- 
panies enter  this  business,  we  as  a  nation 
have  no  idea  how  far  we  can  expand  our 
information  economy.  We're  losing  a  valu- 
able opportunity.  To  borrow  from  the  well- 
known  slogan,  a  telephone  company  is  a 
terrible  thing  to  waste. 

Help  may  be  on  the  way.  One  bill  before 
Congress  would  allow  the  seven  regional 
telecommunications  companies  into  the  in- 
formation services  and  manufacturing 
business,  subject  to  safeguards  implemented 
bv  the  Federal  Communications  Commis- 


sion to  assure  markets  remain  competitive. 

This  legislation  would  also  move  impor- 
tant communications  policy  questions  like 
information  services  entry  from  the  narrow 
confines  of  an  antitrust  case  back  to  Con- 
gress and  the  FCC  where  they  belong.  Like 
resetting  a  traffic  light,  this  transfer  of 
authority  will  help  untangle  the  gridlock 
that  communications  policy  finds  itself  in 
these  days. 

As  communications  and  computing  con- 
tinue to  dominate  the  growth  sectors  of  the 
world  economy,  the  United  States  needs  to 
drive  steadily  forward.  With  appropriate 
safeguards  to  maintain  competition,  the 
regional  companies  represent  seven  strong 
American  entries  in  the  domestic  and  global 
information  services  and  manufacturing 
markets. 

With  their  help,  the  United  States  can 
marry  its  leadership  in  computers  with  the 
developing  information  services  and  manu- 
facturing markets.  If  we  don't  do  it,  other 
nations  will  surely  overtake  us.  Check  the 
rear  view  mirror;  they've  already  started. 


Daniel  L.  Brenner 
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In  this  last  of  a  four-part  series,  NYNEX  presents  global  telecommunications  perspectives  by  leading  experts. 


This  is  no  plaa 

on  the  move. 


When  you7re  a  mover  and  a  shaker  in  the  airport  limo 
business;  and  you  feel  your  lead  over  the  competition  starting  to 
slow  down7  tne  problem  may  not  be  your  limousines. 

It  may  oe  your  computer  and  telephone  system.  J 

Recendy  a  major  limo  service  called  in  NYNEX*  and     J 
asked  us  how  we  could  help  get  them  moving  again.  ] 

We  installed  direct  lines  in  the  airline  terminals;  so        J 
passengers  can  speed-dial  for  a  pickup. 

We  gave  their  dispatchers  smoother  access  to  the  1;000 
customer  calls  that  come  in  each  day.  And  computer  display      | 
screens  that  show  them  where  the  calls  are  originating;  compute 
fares,  and  analyze  the  day;s  vehicle  pattern.  i 

And  we  installed  cellular  phones  in  each  limo;  that  let 
passengers  confirm  their  f lights7  or  call  the  office— and  let 


or  a  company 


j££b± 


'        -y 


J '■ 


drivers  talk  with  each  other,  so  they  can  stay  out  of  jams. 

A  combination  of  services  that  keeps  their  customers 
from  wanting  to  hit  the  road. 

The  NYNEX  family  of  companies  would  like  to  work 
with  you;  too.  We  offer  you  everything  from  NYNEX  mobile 
phone  service,  to  the  computer  systems  of  the  NYNEX  Business 
Centers,  to  the  advanced  network  services  of  our  two  telephone 
companies.  Call  us  at  1 800  535-1535. 

.  When  you  see  the  many  ways  the  answer  is  NYNEX; 
vve  think  you;ll  rind  it  quite  moving. 

Need  to  communicate?  Need  to  compute?  The  answer  is 
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Symbolics  made  the  mistake  of  believing  its 
own  press  clippings.  It  has  been  living 
down  unrealistic  expectations  ever  since. 

Where  Lisp 
slipped 


Noftsker,  former  director  of  mit's  lab, 
Symbolics  boasted  some  of  the  best 
software  talent  in  the  artificial  intelli- 
gence world.  And  it  was  well  funded: 
$72  million  from  the  public  and  ven- 
ture capitalists  who  believed  that  arti- 
ficial intelligence — the  design  of  "ex- 
pert systems" — was  the  next  hot  area 
of  technology.  Supposedly,  computers 
could  be  taught  to  do  what  humans  do 


By  Julie  Pitta 


Of  the  half-dozen  companies 
that  spun  out  of  the  Massachu- 
setts Institute  of  Technology's 
Artificial  Intelligence  Laboratory  in 
the  early  1980s — to  create  that  strip  in 
Cambridge,  Mass.  known  as  ai  Al- 
ley— Symbolics  Inc.  seemed  to  hold 
the   most  promise.   Led   by   Russell 
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Symbolics  Chief  Executive  John  S  Wurts 

"They  were  spending  the  money  before  it  got  here." 


when  they  run  a  chemical  plant,  turn 
down  a  credit  card  application  or  de- 
sign a  bridge. 

Alas,  Symbolics  made  the  mistake 
of  believing  all  the  hype  that  sur- 
rounded artificial  intelligence  in  the 
early  days.  "They  were  spending  the 
money  before  it  got  here,"  says  John  S. 
Wurts,  who  was  brought  in  as  chair- 
man and  chief  executive  to  rescue  the 
company  in  May  1988. 

Wurts  remembers  seeing  a  filled 
parking  lot,  a  usual  sign  of  prosperity, 
the  day  he  arrived.  Puzzled,  he  ran  a 
check  on  the  license  plates  only  to 
discover  that  the  cars  were  Symbolics 
company  cars  left  in  the  lot  by  fur- 
loughed  employees.  Besides  the  idle 
cars,  Wurts  came  upon  a  phone  sys- 
tem "big  enough  to  handle  all  of  Cam- 
bridge" and  unopened  crates  of  rose- 
wood furniture  intended  for  a  posh 
new  headquarters  the  company  built 
but  could  never  afford  to  use. 

Under  Wurts,  the  company  is  sur- 
viving, barely.  After  a  $46  million  loss 
in  the  year  ended  June  1988,  it  eked 
out  a  $  1 . 8  million  profit  in  fiscal  1989, 
on  revenue  of  $67  million.  If  the  com- 
pany catches  on  now,  it  will  be  on  the 
strength  of  very  reduced  expectations 
and  a  humbler  attitude  toward  its 
market. 

From  the  beginning,  Noftsker  in- 
sisted that  the  only  way  to  really  do  ai 
applications  was  on  a  proprietary 
piece  of  hardware  optimized  to  run 
software  written  in  Lisp  (for  List  Pro- 
cessing), the  somewhat  obscure  pro- 
gramming language  used  extensively 
in  artificial  intelligence.  He  made  a 
mistake.  Specialized,  proprietary  sys- 
tems are  a  hard  sell  these  days  even  in 
the  market  for  general-purpose  busi- 
ness computers;  in  a  market  as  nar- 
row as  that  for  artificial  intelligence, 
they  can  be  a  disaster. 

Too,  the  Symbolics  machine  was 
designed  to  be  stand-alone,  not 
networked.  By  1987  customers  had 
begun  rejecting  Symbolics'  propri- 
etary Lisp  machine  in  favor  of  inter- 
changeable, networkable  worksta- 
tions from  Sun  Microsystems  Inc., 
and  Digital  Equipment  Corp.  "In  the 
beginning  Symbolics  really  wowed 
the  market,"  says  Harvey  Newquist 
III,  publisher  of  the  newsletter  AI 
Trends  in  Scottsdale,  Ariz.  "Every  ma- 
jor lab  and  industrial  r&d  group 
wanted  one.  Over  time,  it  became 
hard  to  justify  $75,000  for  a  machine 
that  doesn't  share  information  with 
anyone  else.  Most  commercial  users 
didn't  need  the  level  of  intensity  that 
the  Symbolics  machine  gives  you." 

Symbolics  lost  $71  million  over  the 
two  years  ended  June  1987.  The  board 
pushed  out  Noftsker  in  January  1988, 
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and  a  committee  of  insiders  ran  the 
company  until  a  new  president  could 
be  recruited.  Customers  were 
alarmed.  "We  never  abandoned  them 
altogether,  but  we  discussed  alterna- 
tives," says  Peter  Van  Sickel,  a  techni- 
cal supervisor  for  the  Aluminum  Co. 
of  America,  which  uses  15  Symbolics 
workstations  to  monitor  its  Knox- 
ville,  Tenn.  aluminum  plant. 

By  the  time  Wurts  arrived,  the  cost- 
cutting  already  had  begun.  Layoffs 
had  reduced  the  work  force  to  450 
from  a  peak  of  1,100.  Meanwhile,  en- 
gineers had  begun  work  on  a  micro- 
processor chip  that  would  go  into  a 
high-end  personal  computer  and  en- 
able the  computer  to  mimic  a 
Symbolics  machine.  In  thus  making 
possible  cheap  alternatives  to  its  own 
hardware,  Symbolics  aimed  to  expand 
the  market  for  its  software.  Hardware, 
after  all,  is  ultimately  a  commodity. 
Software  is  what  makes  computers 
intelligent. 

Wurts,  an  MIT-trained  engineer, 
now  41,  had  the  credibility  of  having 
run  (and  later  sold)  his  own  software 
company.  He  soon  discovered  that  the 
chip  project  had  stalled.  As  was  typi- 
cal at  Symbolics,  the  goals  were  over- 
ambitious.  The  engineering  team  had 
been  working  on  four  versions  of  the 
chip  at  once  and  was  dissatisfied  with 
the  speed  of  all  the  prototypes.  Wurts 
decided  that  Symbolics  would  have  a 
Macintosh  version  of  the  chip  at  the 
big  artificial  intelligence  show  in  Au- 
gust 1988,  only  a  month  away.  "We 
tried  to  put  every  single  person  on 
that  project,"  Wurts  remembers. 
"Damn  if  we  didn't  finish  it  in  a 
month."  By  then,  the  company  had 
also  posted  a  modest  profit.  "We  sold  $  1 
million  worth  of  machines  at  the  show 
just  because  people  felt  better,"  Wurts 
claims.  Since  then,  Symbolics  has  in- 
troduced a  Lisp  microprocessor  for  Sun 
machines,  and  an  ibm  version  is  ru- 
mored to  be  on  the  boards. 

Symbolics  has  also  established  a 
graphics  division  that  markets  hard- 
ware and  software  for  two-  and  three- 
dimensional  animation  used  by  Dis- 
ney, cbs  and  the  espn  cable  channel. 
Sales  of  computers  are  shrinking, 
with  the  slack  being  picked  up  by 
software  and  add-on  circuit  boards 
containing  the  Lisp  microprocessor. 

Who  buys  these  products?  Not  just 
any  company  with  an  itch  to  put  its 
expert  knowledge  into  a  box.  The  pro- 
cess of  capturing  a  human's  expertise 
as  a  set  of  mechanical  algorithms  is 
subtle  and  difficult.  A  customer  that 
spends  $1  million  on  Symbolics  ma- 
chines and  software  might  spend  a 
good  percentage  of  that  sum,  and  take 
several  years,  developing  a  decision- 


Animation  on  Symbolics  workstation 
Maybe  Hollywood  could  use  a 
little  artificial  intelligence. 


making  system. 

Imagine,  for  example,  that  you 
wanted  a  machine  that  could  intelli- 
gently trade  corporate  bonds.  Some 
elements  of  the  process  are  very  for- 
mulaic: compound  yield  computa- 
tions and  yield  spreads  over  Trea- 
surys.  You  wouldn't  even  need  Lisp  to 
capture  such  mathematical  and  sta- 
tistical facts;  other  languages  would 
be  much  more  appropriate. 

But  how  to  mechanize  a  trader's 
hunches?  The  feeling  that  a  bond  is 
shakier  than  its  Moody's  credit  rating 
implies?  Or  that  the  risk  of  a  recapi- 
talization is  particularly  great  with 
this  company  but  not  that  one?  De- 
velopers would  spend  many  hours  de- 
briefing an  experienced  trader  to  cap- 
ture this  kind  of  decision  making.  The 
software  that  Symbolics  sells  facili- 


tates this  debriefing  by  allowing  if- 
then  relationships  and  logical  steps  to 
be  manipulated  by  symbols  on  a 
screen.  But  the  hard  task  of  creating 
the  system  is  not  automatic.  The  cus- 
tomer must  either  hire  programmers 
itself  or  contract  with  Symbolics  to 
develop  a  system  at  an  average  cost  of 
$150,000. 

Contrast  this  with  the  assembly- 
line  production  at  a  software  firm  like 
Lotus.  For  a  few  dollars  Lotus  can 
crank  out  another  copy  of  a  $495 
spreadsheet  package  and  put  it  in  the 
hands  of  a  user  who,  after  a  few  hours' 
practice,  will  be  happily  using  it. 

Despite  the  hurdles,  Symbolics  can 
point  to  a  lot  of  satisfied  customers. 
Manufacturers  Hanover  uses  Symbol- 
ics machines  to  help  traders  trade  for- 
eign currency.  American  Express  uses 
them  to  help  credit  authorization 
clerks  clear  customer  purchases. 
Houston  Lighting  &  Power  uses  them 
for  scheduling  maintenance  at  its  56 
power  plants.  Symbolics  is  reportedly 
talking  to  a  number  of  airlines  to  de- 
velop expert  systems  to  help  reserva- 
tion clerks.  Say  this  for  Symbolics: 
Palladian,  Lisp  Machine  Inc.  and  sev- 
eral other  firms  have  gone  bankrupt 
trying  to  sell  artificial  intelligence 
software  or  hardware.  At  least  Sym- 
bolics is  still  around. 

The  lesson  for  investors  in  technol- 
ogy ventures  is  this.  Here  is  a  field, 
artificial  intelligence,  with  truly  enor- 
mous potential  yet  very  modest  com- 
mercial accomplishments.  Don't  in- 
vest on  potential  alone.  ■ 


Desktop  phone  bill  analyzers  are  nifty  little 
pieces  of  software.  For  example,  they  ferret 
out  personal  calls  charged  to  the  company. 

Phone  bill 
detective 


By  Steve  Weiner 


If  your  phone  bill  was  a  little 
high  last  month,  perhaps  you 
pawed  through  it  looking  for 
long-distance  gabbing  by  your  teenage 
children.  James  Saulino  would  like  to 
do  something  like  that  for  the  phone 
bill  received  by  Underwood,  Neuhaus 
&  Co.,  a  Houston-based  brokerage 
where  he  is  an  assistant  vice  presi- 


dent. But  the  telephone  bill  runs  to 
2,500  pages.  Eyeball  inspection  is  out 
of  the  question. 

The  solution?  Saulino  has  signed  up 
for  a  personal  computer  product 
called  Fonview.  Fonview  takes  a  U.S. 
Sprint  telephone  bill,  delivered  on  a 
personal  computer  diskette,  and  sorts 
it  every  which  way — by  telephone 
numbers,  area  codes  or  cities  called; 
for  instance,  finding  calls  that  last 
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longer  than  ten  minutes  or  that  come 
from  a  particular  telephone.  Among 
other  things,  Saulino  expects  to  use 
Fonview  to  police  personal  phone 
calls  made  on  Underwood's  time  and 
at  company  expense. 

The  software  can  do  a  lot  of  other 
things,  too,  such  as  monitor  how  of- 
ten individual  brokers  are  in  touch 
with  important  clients  and  produce 
charts  that  show  telephone  usage  by 
time  of  day — helpful  in  deciding  how 
many  lines  to  put  in  and  how  many 
operators  and  salespeople  to  hire.  Fon- 
view will  cost  Underwood  about  $300 
a  month,  not  much  next  to  a  long- 
distance bill  of  $55,000,  of  which  illic- 
it personal  calls  may  run  $2,000. 

"Right  now,  our  phone  bill  is  paper. 
It  looks  like  two  shoe  boxes  delivered 
to  the  door,"  says  Saulino.  "That's  not 
useful.  We  don't  even  look  at  them.  A 
broker  can  make  200  calls  a  day. 
That's  4,000  a  month,  and  multiply 
that  by  20  brokers  in  a  branch  and  you 
can  see  no  sales  manager  can  possibly 
look  at  that  many  calls.  But  this  new 
system  permits  you  to  get  into  the  bill 
and  analyze  it." 

Fonview  is  the  Sprint  version  of 
Smart  Bill,  a  computer  program  de- 
vised by  Compucom  Communica- 
tions Corp.,  a  closely  held  Indianapo- 


lis telephone  consulting  firm.  Com- 
pucom has  a  lot  of  company  in  the 
business  of  picking  apart  phone  bills. 
Perhaps  500  disk-based  software 
packages  are  available  to  track  busi- 
ness telephone  calls  on  a  personal 
computer.  Almost  all  operate  by  tally- 
ing calls  through  a  pbx  or  some  other 
kind  of  office  switchboard. 

Fonview  is  unusual  in  combining 
the  analytical  software  with  the  tele- 
phone bill  detail  on  a  single  diskette. 
It  competes  directly  with  an  AT&T 
product,  Detail  Manager,  which  in 
disk  form  can  cost  more  than  Fon- 
view, takes  longer  to  receive  after  the 
billing  period  closes  and  works  with 
fewer  products.  (For  instance,  at&t's 
product  won't  chart  inbound  800 
calls,-  Fonview  will.) 

"For  some  companies,  just  the  fact 
that  they  can  do  away  with  a  700-page 
phone  bill  may  be  enough  to  justify 
it,"  says  Robert  Hardy,  Compucom's 
chief  executive  officer.  "But  for  others 
it's  an  intelligent  tool  that  can  point 
you  in  the  right  direction  to  manage 
telephone  costs." 

These  programs  work  best  for  com- 
panies that  make  250,000  calls  or  few- 
er each  month.  The  alternative?  Tele- 
phone service  bureaus,  which  process 
telephone  bills  and  make  up  manage- 
ment reports,  and  usually  charge  $1  to 
$2  per  telephone  each  month.  Compa- 
nies that  have  already  invested  in 
their  own  computerized  switchboards 
can  get  disk-based  bill  analysis  after 


Compucom  Chief  Executive  Robert  I  lardy 

"Just  doing  away  with  a  700-page,  phone  bill  may  be  enough. 


investing  $200  to  $15,000  for  call  ac- 
counting software.  Here,  the  raw  data 
listing  telephone  calls  come  out  of  a 
computer  switch  that  is  already  han- 
dling such  sophisticated  tasks  as  rout- 
ing calls. 

In  contrast,  the  Sprint  and  at&t 
products  manipulate  data  from  only 
one  carrier.  "They  repackage  a  whole 
bunch  of  data  sorts,  but  they  aren't 
magic,"  says  Allan  Ditchfield,  senior 
vice  president  of  management  infor- 
mation systems  at  mci  Communica- 
tions, which  doesn't  yet  have  a  prod- 
uct to  compete  with  Fonview.  Adds 
Daniel  Stusser,  president  of  Ergotec 
Group,  a  Seattle-based  consulting 
firm:  "To  get  an  accurate  picture  of 
what  telephones  cost  a  company,  you 
must  have  full  call  accounting  data. 
The  best  data  you  can  get  are  from 
your  own  phone  system,"  rather  than 
from  a  single  long-distance  carrier. 

The  weak  spot  in  a  switchboard- 
based  system  is  accuracy.  Without 
frequent  and  costly  software  updates, 
its  tariff  information  is  outdated.  A 
PBx-based  accounting  system  might 
not  recognize  calls  that  aren't  com- 
pleted and  may  miss  volume  dis- 
counts. And  it  takes  a  sophisticated 
system  to  "poll"  switchboards  in 
multiple  locations  and  gather  call 
data  in  a  central  location.  Under- 
wood, Neuhaus,  for  example,  has  nine 
offices,  which  is  one  reason  Saulino 
chose  not  to  invest  in  a  switchboard- 
based  analyzer. 

Any  of  these  products,  though,  can 
be  used  to  snare  abusers,  who,  by 
some  estimates,  account  for  up  to  $2 
billion  of  the  nation's  annual  $50  bil- 
lion to  $60  billion  long-distance 
phone  bill.  By  monitoring  frequently 
called  numbers,  especially  those 
reached  after  normal  business  hours 
or  in  calls  of  long  duration,  managers 
can  easily  find  employees  who  hide 
personal  calls  in  the  billing  thicket. 
"If  we  suspect  major  abuse,  we  can 
plug  in  a  number  every  month,  see 
how  many  times  it's  been  called  and 
ask  that  person  to  cut  a  check  to  the 
company,"  says  Saulino. 

No  question,  this  capacity  reminds 
some  people  of  Big  Brother.  But  in  an 
era  when  cost  control  is  often  essen- 
tial to  survival,  it's  hard  to  argue  that 
businesses  have  no  right  to  monitor 
how  employees  use  their  telephones. 
At  any  rate,  many  companies  are  al- 
ready doing  it,  and  very  successfully. 
"Very  large  customers  have  been  do- 
ing this  on  mainframes,"  says  James 
Dodd,  product  marketing  director  for 
Sprint.  "What  this  product  does  is  put 
it  on  a  pc  and  make  it  accessible  to 
everyone." 
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InThe  Quest  Rr  Knowledge, 
Mac^e  Suggest  A  Shortcut 


The  path  to  knowledge  is  Ml 
of  wrong  turns.  Unless,  of  course, 
you  follow  NEXIS? 
the  world's  largest, 
easiest-to-use,  full- 
text  information 


service. 

And  with  the 
recent  introduction 
of  the  NEXIS  News  Plus™  software! 
finding  important  information  is 


easier  than  ever.  Like  a  quick  update 
on  a  competitor.  The  latest  world 
news  that  impacts 
your  business.  Or, 
insightful  profiles 
of  international 
personalities.  Even 
timely  and  concise 
information  about 
recent  government  regulations. 
And  with  over  650  sources  of 


information  to  draw  from,  you'll 
find  it  fast  on  the  NEXIS  sendee. 

If  you're  puzzling  over  a 
project  and  you  need  information, 
call  vour  NEXIS  representative  at 
1-800-541-6886  and  arrange  for  a 
demonstration.  We  can  make  your 
quest  for  knowledge  a  much  more 
rewarding  trip. 

NEXIS 


•  NEXIS  News  Plus  software  requires  an  IBM  compatible  PC  with  a  hard  disk,  at  least  640K  and  DOS  1.0  to  I  i  ©  1989  Mead  Data  Central,  Inc  .Ml  rights  reserved.  NEXIS  is  a  registered 
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Random  Access 


Commentary  by  Esther  Dyson 


PHYSICS  FOR  ECONOMISTS 


When  I  was  at  college,  we  had  a 
course  designed  to  satisfy  distribu- 
tion requirements  popularly  called 
"Physics  for  Poets."  So  far  as  I  could 
tell,  the  poets  didn't  learn  much 
physics.  More  promising  is  the  idea 
of  "Physics  for  Economists,"  which 
is  a  program  of  the  Santa  Fe  Insti- 
tute, a  think  tank  cofounded  by  sci- 
entist George  Cowan.  The  think 
tank's  mission,  as  Cowan  defines  it, 
is  to  "invade  social  science  from  the 
physical  science  side."  To  start  the 
ball  rolling,  Cowan  slipped  across 
the  Rio  Grande  from  the  neighbor- 
ing Los  Alamos  National  Lab. 

As  it  happens,  Los  Alamos  is  a 
hotbed  of  work  on  chaos  theory,  the 
new-age  physics  that  analyzes  the 
behavior  of  complex  systems.  Cha- 
os theory  is  mathematical  and  ab- 
stract, but  it  is  very  much  a  creature 
of  an  engineering  development,  the 
computer.  Newton  could  never 
have  discovered  chaos  theory. 

A  fundamental  tenet  of  chaos  the- 
ory, borne  out  in  computer  simula- 
tions, is  that  small  events  can  have 
big  impact.  This  conflicts  with  a 
fundamental  tenet  of  traditional 
economics,  that  systems  reach 
equilibrium  over  time  .  .  .  and  that 
the  market  works.  Mathematically, 
economists  typically  assume  that 
the  world,  seen  through  a  micro- 
scope, looks  "linear."  That  means 
that  a  small  disturbance  in  the  sys- 
tem will  evoke  a  small  response.  It 
implies  that,  with  enough  data  and 
a  big  enough  computer,  you  can 
solve  all  the  equations  and  get  the 
answers.  And  so,  in  theory,  you  can 
find  the  tax  rate  that  optimizes 
growth  and  employment  and  so  on. 

But  in  fact,  economic  activity 
does  not  align  itself  on  smooth 
curves;  at  the  microscopic  level  it  is 
turbulent  and  uncertain.  There  is 
no  equilibrium.  Chaos  theory,  un- 
like conventional  economics,  can 
deal  with  this.  Chaos  theory  under 
stands  that  a  small  change  may  not 
have  small  results,  because  it  may 
be  magnified  in  a  series  of  cascading 
events.  "For  want  of  a  nail,  the  king- 
dom was  lost"  is  a  classic  statement 

Esther  Dyson  is  editor  andpubtisber  of  the 
newsletter  Release  l  0 


of  chaos  theory,  even  though  it  far 
antedates  the  theory. 

"Instead  of  providing  a  snapshot," 
says  Cowan,  "we  produce  moving 
pictures" — computer  simulations 
of  the  interaction  of  changing  vari- 
ables and  perhaps  even  changing 
equations  (or  rules  of  behavior) 
over  time. 

The  underlying  assumption  is 
that  you  have  to  understand  how 
things  work  to  hope  to  control  them 
in  a  predictable  way.  But  with  what 
we  know  now,  the  business  climate 
is  as  difficult  to  predict  as  the 
weather,  and  for  the  same  reason. 
Both  weather  and  business  exhibit 
chaos.  Will  a  tax  cut  increase  eco- 
nomic activity?  Or  will  it  precipi- 
tate some  secondary  effect  in  the 
bond  and  currency  markets,  cascad- 
ing into  a  result  quite  the  opposite 
of  what  we  expected?  This  is  what 
the  weather  physicists  call  the 
"butterfly  effect":  If  a  butterfly  flaps 
its  wings  in  Moscow,  the  little  cur- 
rents it  creates  may  eventually  be 
magnified  and  felt  as  a  thunder- 
storm in  Santa  Fe. 

Thus  there  may  be  benefits  in  ap- 
plying the  new  physics  to  computer 
simulations  of  economic  scenarios, 
as  the  Santa  Fe  Institute  is  doing,  to 
explain  such  things  as  stock  market 
crashes,  speculative  bubbles  and 
market  failures.  One  contributor  to 
instability  is  positive  feedback.  If 
everyone  thinks  the  stock  market 
will  go  down,  it  will,  even  more 
than  they  thought  it  would.  But 
what  kicks  off  the  crash?  Or  as  the 
physicists  would  ask,  what  deter- 
mines cnticality? 

Brian  Arthur,  the  Stanford  profes- 
sor running  the  Santa  Fe  economics 
program,  is  working  on  a  computer 
simulation  to  model  how  stock 
market  players  set  and  modify  their 
strategies.  What  starts  as  a  good 
strategy  becomes  less  useful  if  it's 


adopted  by  too  many  other  players. 
So  if  you  could  model  the  stock 
market  and  (courtesy  of  the  com- 
puter) evolve  your  strategy  faster 
than  happens  in  real  life.  .  .  .  You 
can  see  the  potential. 

Chaos  theory  also  has  implica- 
tions for  the  marketing  of  technol- 
ogy. It  can  help  explain  why  the  best 
technology  doesn't  always  win  in 
the  marketplace.  Technologies  fre- 
quently become  de  facto  standards 
not  because  they  are  better  but  be- 
cause they  get  made  better.  High 
expectations  fulfill  themselves  as 
customers  buy  an  expected  stan- 
dard, investors  invest  in  it,  third 
parties  write  software  for  it  or  pro- 
vide training  materials  for  it, 
schools  teach  about  it  and  opinion 
leaders  talk  about  it.  Something 
from  ibm  has  a  better  chance  to  get 
established,  as  does  the  first  product 
into  the  market  (so  long  as  it's  ade- 
quate). Computer  models  can  show 
the  impact  of  such  factors,  and  pre- 
dict how  extramarket  forces — such 
as  consortia  or  subsidies — might 
overcome  it  when  the  market  can 
be  shown  not  to  work.  How  can  you 
create  a  favorable  chain  reaction  in- 
stead of  a  flame  that  needs  constant 
fanning? 

To  model  these  kinds  of  process- 
es, says  Cowan,  the  institute  needs 
more  than  just  economic  theories. 
His  goal  is  to  bring  in  some  psychol- 
ogists and  game  theorists  to  join  the 
physicists  and  economists,  and 
model  how  people  depart  from  the 
rationality  that  economists  rely  on, 
and  how  they  change  their  respons- 
es in  the  light  of  new  information. 

None  of  these  ideas  seems  partic- 
ularly novel,  yet  no  one  can  predict 
precisely  how  they  play  out.  The 
premise  of  the  Santa  Fe 
(and  of  chaos  theory)  is 
can't  predict  in  a  straight 
have  to  simulate  with 
equations  that  account 
back.  The  trick  is  deriving  those 
equations  to  model  reality.  As  with 
the  fluttering  of  butterfly  wings,  it's 
hard  to  predict  the  precise  impact  of 
the  Santa  Fe  Institute.  But  a  little 
more  conceptual  understanding  of 
how  things  go  right  and  go  wrong 
couldn't  hurt.  ■ 
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Dealerscope  Merchandising  Products  of  the  Month 


New  Golfphone  from  Bondwell 

Bondwell's  new  Golfphone  is  sure  to  make 
a  hit  with  sports  enthusiasts  everywhere. 
The  Golfphone  combines  high  performance 
and  convenient  features  with  the  realistic 
and  colorful  styling  of  an  actual  golf  bag, 
only  on  a  much  smaller  scale.  The  Golf- 
phone features  dual  pulse/touch-tone  dial- 
ing, last  number  redial,  mute  key,  and 
ringer  on/off  switch.  Available  in  three 
color  schemes,  red  on  black,  brown  on 
beige  and  red  on  white,  the  telephone  car- 
ries a  suggested  retail  price  under  $60.00. 
For  more  information,  call  Bondwell  at 
(415)  490-4300. 


Excursion 

3620S 

The  Excursion 
3620S  has  two 
keypads  and 
two  speakers 
allowing  mem- 
bers of  your 
home  or  office 
the  conven- 
ience of  making 
and  receiving 
calls  on  either  the  handset  or  hands  free, 
at  the  base,  via  the  speakerphone.  Acces- 
sible through  both  the  handset  and  base, 
a  20-number  memory  and  two-way  inter- 
com, which  allows  conversations  between 
the  handset  and  base,  adds  to  the  phone's 
versatility.  Other  features  include  tone- 
pulse  switchable,  redial,  pause,  flash  and 
replaceable  battery  and  antenna.  Extras 
found  only  on  the  base  include  hold,  mute, 
and  auto  redial.  Suggested  retail  $199.99. 
For  more  information,  write  Northwest- 
ern Bell  Phones,  9394  W.  Dodge  Road, 
Omaha,  NE  68114  or  call  (402)  390-8600. 


OKI  telecom  — 

The  Premium  Product  for  the 

Discriminating  User 


OKI  telecom  produces  a  full  family  of 
mobile,  transportable  and  portable 
phones.  OKI,  America's  first  cellular 
phone  manufacturer,  offers  fully-featured, 
high-quality  phones.  Available  features 
include:  dual  NAM,  alphanumeric  busi- 
ness directory  for  100  names,  ergonomic 
design  and  attractive  packaging.  For  more 
information  contact  OKI  telecom,  Dept. 
M,  437  Old  Peachtree  Road,  Suwanee,  GA 
30174,  (404)  995-9800. 


Psion  Organiser  II 

Psion  makes  the  most  sophisticated  hand- 
held computers  on  the  market.  Versatile 
enough  to  duplicate  the  functions  of  all  the 
other  hand-helds  combined.  Intelligent 
enough  to  perform  functions  other  hand- 
helds  can  only  dream  of.  With  Psion, 
you're  getting  an  information  library  that 
grows  with  your  needs.  You  can  continually 
add  memory,  write 
your  own  programs, 
or  interface  with  IBM 
PC  and  MAC  com- 
puters. There  are  also 
dozens  of  prerecorded 
programs  and  peri- 
pherals, with  more  on 
the  way.  For  more 
information,  write  to: 
Psion  Incorporated, 
118  Echo  Lake  Road, 
Watertown,CT  06795. 
Or  call  (203)  274-7521. 
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Mitsubishi  Model  900 

When  your  time  matters,  the  Mitsubishi 
Model  900  portable  cellular  telephone 
makes  every  minute  count.  Wherever 
your  active  business  and  social  lifestyle 
finds  you,  the  Model  900  keeps  you  in 
touch.  Advanced  electronics  provide  user- 
friendly  features  like  an  alphanumeric  99 
name  and  number  telephone  directory. 
Even  an  electronics  menu  of  advanced  cel- 
lular functions  is  available  at  the  touch  of 
a  button.  Optional 
kits  allow  profes- 
sional vehicle  in- 
stallation and  add 
features  like  in- 
creased signal  gain, 
automatic  battery 
charging,  and  hands- 
free  operation.  For 
more  information, 
call  toll-free  1-800- 
678-9999. 


New  From 
Panasonic's 
Media 
Division 


Panasonic  introduces  two  new  packages  of 
Super  High  Grade  T120  video  tape.  NV- 
T120SG2,  two-packs  and  NV-T120SG3, 
three-packs  are  new  economical  configura- 
tions of  Panasonic's  outstanding  High 
Grade  video  tape.  Super  High  Grade's  en- 
hanced magnetic  properties  give  you  vivid 
performance  in  both  picture  and  sound.  Its 
high  density  makes  Super  High  Grade  a 
fine  choice  to  improve  the  quality  of  SLP 
recordings.  Super  High  Grade  offers  fine 
0.23  m  magnetic  particles  which  retain 
more  picture  and  sound  information,  and 
4-layer  tape  construction  which  reduces 
dropouts  and  extends  long-term  reliability. 
Video  Signal-to-Noise  ratio  is  up  by  26% 
for  sharper  resolution.  Excellent  for  camera 
recording,  family  memories  and  other 
precious  recordings.  For  more  infor- 
mation, call  George  Dzan  at  (201)  392-6385. 
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Science  &  Technology 


Edited  by  Gary  Slutsker 


Environmentalists  are  doing  their  best  to 
block  new  farm  technologies.  But  some 
biotech  people  are  starting  to  fight  back. 

Thank  you, 
Jeremy  Rifkin 


By  Michael  Fritz 


Cabbage  loopers  dining 
Die  a  natural  death. 


Environmentalists  have  been 
scoring  some  wins  in  the  pub- 
licity game  against  science. 
Shortly  after  last  month's  release  of 
the  National  Academy  of  Sciences  Al- 
ternative Agriculture  report,  the  New 
YoUrk  Times  ran  two  front-page  articles 
extolling  so-called  natural  farming. 

Only  weeks  before,  technology  ter- 
rorist Jeremy  Rifkin  had  browbeaten 
five  supermarket  chains  into  banning 
milk  from  cows  given  bovine  somato- 


tropin, a  hormone  that  is  harmless  to 
humans.  Fearful  of  a  consumer  back- 
lash, Kraft,  Dean  Foods  and  Dannon 
quickly  joined  the  boycott. 

Besides  being  victories  of  extremist 
propaganda  over  common  sense,  both 
events  spell  bad  news  for  the  young 
agricultural  biotech  industry.  At  the 
very  least,  they  have  forced  the  indus- 
try to  put  up  the  public  relations  bat- 
tle of  its  brief  life.  If  consumers  won't 
buy  somatotropin  milk,  then  farmers 
won't  buy  somatotropin,  no  matter 
how  safe  the  chemical  or  how  com- 
pelling the  economics. 

"I'm  scared  to  death  that  one  day 
Rifkin  will  show  up  on  the  Today 
Show  holding  a  transgenic  tomato  that 
he  says  has  toxins  in  it,"  says  David 
Glass,  vice  president  for  government 
and  regulatory  affairs  for  BioTechnica 
Agriculture  Inc.,  a  Cambridge,  Mass. 
firm  working  to  engineer  crops  that 
resist  insects,  disease  and  herbicide. 
"Yes,  the  tomato  contains  toxins,  but 
they're  not  toxic  to  humans." 

Since  1982,  the  number  of  publicly 
traded  agricultural  biotech  companies 
has  been  roughly  halved  to  seven  as 
research  funds  have  dried  up  and  inde- 
pendent companies  have  merged  or 
been  absorbed  by  chemical  giants  like 
Dow  and  Du  Pont.  Some  of  them  are 
running  out  of  cash.  Crop  Genetics 
International  has  $12.4  million  in  the 
bank  and  is  spending  it  at  a  rate  of 
$500,000  a  month. 


i'li 'i.  %:  jphs  bvjcffrcv  MacMillan 


Mycogen  <  orp  s  Jen    Catdder 

"Rifkin  im  an  absmute  master  at  confu-  ig  the  possible  nvith  the  probable. 
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To  kill  a  caterpillar 


A  natural  pesticide  starts  with  Bacillus  thuringiensis,  a 
wild  bacterium  (1)  that  produces  a  protein  that  eats 
away  an  insect's  stomach.  Find  the  gene  that  codes  for 
the  toxin  (2),  and  insert  it  into  a  band  of  DNA  called  a 


plasmid  (3).  Inject  the  plasmid  into  fast-growing  Pseu- 
domonas  fluorescens  bacteria  (4)  and  mass  produce 
them  in  vats  (5).  Add  chemicals  to  kill  the  bacteria,  cure 
the  mix,  and  you're  ready  to  spray  your  crop  (6). 


Now  comes  the  onslaught  from 
self-appointed  protectors  of  the  envi- 
ronment. But  some  agricultural  bio- 
tech  entrepreneurs  are  starting  to 
fight  back.  For  example,  former  Mon- 
santo executive  Jerry  Caulder  is  posi- 
tioning his  Mycogen  Corp.  as  a  "na- 
tural" pest  control  company.  Six- 
year-old  Mycogen  of  San  Diego  uses 
genetic  engineering  to  mass-produce 
substances  found  in  nature  that  are 
deadly  to  specific  crop  pests. 

Mycogen 's  innovation  is  in  clever 
packaging.  The  trick  is  to  insert  genes 
that  produce  a  particular  toxin  into 
bacteria  that  then  mass-produce  the 
stuff.  Then  Mycogen  kills  the  bacteria 
with  the  active  toxin  inside  and  cures 
the  cell  wall,  which  doubles  the  ac- 
tive field  life  of  the  toxin.  The  farmer 
sprays  the  tiny  bubbles  in  the  field, 
and  when  a  caterpillar  eats  a  bubble, 
the  toxin,  a  protein  produced  in  na- 
ture by  Bacillus  thuringiensis,  ruptures 
the  cell  walls  lining  the  bug's  gut, 
starving  it  to  death. 

Mycogen's  strategy  has  stumped 
environmentalists.  By  spraying  dead 
bacteria  on  plants,  the  company  effec- 
tively counters  environmentalists' 
fears  of  an  engineered  bug's  escaping 
into  the  environment  and  unloosing 
some  sort  of  Andromeda  strain.  And 
as  for  concerns  about  chemical  resi- 
dues on  produce,  Mycogen's  pesti- 
cides wash  right  off.  Even  if  they  were 
ingested  by  humans,  they  would  be 
harmless.  The  protein  becomes  toxic 
only  in  an  insect's  alkaline  gut.  In  the 
acidic  stomachs  of  humans,  it  is  di- 
gested into  harmless  amino  acids, 
much  as  any  other  protein. 

Of  all  the  emerging  agricultural  bio- 
tech  companies,  Mycogen  seems  to  be 
most  adept  at  avoiding  criticism.  In 
1985  it  ran  the  first  small-scale  field 


Robert  Man>held 


test  of  mvp,  a  genetically  engineered 
microbial  pesticide.  Rifkin  and  his  co- 
horts ignored  Mycogen.  Any  day  now, 
Mycogen  expects  to  receive  Environ- 
mental Protection  Agency  approval  to 
begin  the  first  commercial-scale  field 
trials  of  mvp,  the  final  step  before 
bringing  it  to  market.  Arch-competi- 
tor Ecogen,  meanwhile,  has  so  far  tak- 
en the  safe  path,  marketing  souped-up 
versions  of  old-fashioned  biopesti- 
cides  while  limiting  genetic  engineer- 
ing research  to  the  lab.  That's  because 
Ecogen 's  brand  of  pesticide  uses  live 
organisms.  That's  a  no-no  for  the  anti- 
biotech  crowd. 

"Once  you  move  to  living  organ- 
isms, there  is  a  risk  that  the  altered 
bacteria  could  jump  to  a  weed  and 
have  tremendously  powerful  long- 
term  environmental  and  economic 
consequences,"  Rifkin  tells  Forbes  in 
all  seriousness.  In  contrast,  Rifkin 
can't  seem  to  find  as  much  fault  with 
Mycogen's  method  of  pest  control. 

The  public  relations  genius  behind 
Mycogen  is  a  veteran  of  the  pesticide 
industry.  Growing  up  on  a  southeast- 
ern Missouri  cotton  farm,  Jerry 
Caulder  learned  firsthand  about  the 
critical  role — and  shortcomings — of 
chemical  insecticides.  After  two  years 
as  a  minor  league  shortstop  with  the 
Holcomb,  Mo.  Cardinals,  he  quit 
baseball  to  earn  a  doctorate  in  agron- 
omy and  plant  physiology  at  the  Uni- 
versity of  Missouri.  He  joined  Mon- 
santo in  1969  and  became  involved  in 
developing  and  marketing  Lasso  and 
Roundup,  the  company's  two  largest- 
selling  herbicides.  Lasso,  a  chemical 
weedkiller  for  corn  and  soybeans,  is  a 
hit  with  farmers,  but  it  is  an  animal 
carcinogen  and  is  suspected  of  leach- 
ing into  groundwater. 

By  the  early  1980s  Monsanto  was 


starting  to  see  contamination  prob- 
lems with  Lasso,  and  asked  Caulder  to 
scout  biotech  ventures.  He  urged 
Monsanto  to  buy  Mycogen  in  1983, 
but  his  bosses  were  then  seeking  a 
pharmaceutical  company,  so  Caulder 
went  to  the  startup. 

Caulder  isn't  naive.  Biopesticides 
won't  shut  down  the  chemical  pesti- 
cide industry  tomorrow,  because  it  is 
thanks  to  chemical  pesticides  that 
food  is  as  cheap  as  it  is  and  that  more 
people  don't  starve  in  the  poorest 
countries.  "It's  quite  likely  we'll  be 
controlling  pests  ten  years  from  now 
in  much  the  same  way  we  are  today," 
predicts  Caulder.  But  by  the  turn  of 
the  century,  he  reckons,  biopesticides 
may  hold  15%  of  the  $20  billion 
world  pesticide  market.  Mycogen's 
1988  revenues  were  $5.8  million. 

Recognizing  Caulder's  flair  for  mar- 
keting, the  International  Biotechnolo- 
gy Association,  the  industry's  trade 
group,  has  named  him  its  next  chair- 
man. Can  he  stand  up  to  environmen- 
tal Luddites? 

"Rifkin  is  an  absolute  master  at 
confusing  the  possible  with  the  prob- 
able," says  Caulder.  "If  someone  were 
to  ask  whether  it's  possible  for  a 
spaceship  to  descend  in  my  parking 
lot  and  for  aliens  to  communicate 
with  me,  I  would  have  to  say  it  is.  But 
if  you  ask  me  if  it's  probable,  I'm  sure 
as  hell  not  going  to  wait  for  them  to 
show  up  at  lunch  tomorrow.  That's 
the  difference  between  possible  and 
probable,  and  why  scientists  find  it 
difficult  defending  themselves  against 
Rifkin's  antitechnology  fanaticism." 

Caulder  hopes — and  we  fervently 
do,  too — that  Americans  don't  let 
themselves  confuse  smart  propaganda 
like  Rifkin's  with  sound  science. 
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Insights 


Commentary  by  Michael  Gianturco 


THE  OPTIMIZERS  ARE  COMING 


Suppose  you  bought  Intel  early 
last  December,  just  as  the  current 
runup  began.  Further,  suppose  you 
had  decided  to  sell  the  stock  on 
any  15%  pullback — a  time-hon- 
ored rule  of  thumb.  You  would 
have  sold  Intel  in  March  for  a  net 
gain  of  about  9% . 

After  commissions,  a  modest 
profit.  But  if  you  had  been  willing 
to  tolerate  just  a  bit  more  of  a 
decline — a  16%  pullback  instead 
of  15% — you  would  not  have  sold 
the  stock  at  all:  Your  gain  through 
mid-September  would  have  in- 
creased to  about  52%. 

Investors  grind  their  teeth  over 
things  like  this,  but  I  think  most 
experienced  traders  would  accept 
it  with  a  shrug.  Losses  must  be  cut 
early.  You  cannot  seriously  invest 
in  volatile,  high-growth  stocks  in 
science  and  technology  without 
protecting  yourself  by  setting  up 
contingency  selling  rules  in  ad- 
vance. To  limit  your  risk,  you 
must  stand  prepared  to  sacrifice 
some  potential  rewards. 

Still — that  one  horrid  little  per- 
centage point:  Isn't  there  a  better 
way  to  set  the  stops?  Yes.  You 
can  use  a  new  class  of  desk- 
top computer  programs  —  "opti- 
mizers." Optimizers  can  deter- 
mine precisely  which  trading 
rule  has  the  best  record,  over  a 
period  of  many  years,  for  calling 
the  tops  and  bottoms  in  a  partic- 
ular stock  or  index. 

Optimizing  programs  first  sur- 
faced for  microcomputers  in  1983. 
But  the  recent  availability  of  truly 
powerful  microcomputers  with 
math  coprocessors  has  brought 
the  technology  along  very  rapidly 
in  the  past  two  years.  The  number 
of  programs  in  use  by  investors  is 
estimated  to  be  greater  than  3,000, 
about  evenly  spin  between  the  fu- 
tures markets  and  the  stock  mar- 
ket.   So    perhaps    the    programs 
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themselves  are  becoming  a  force 
in  the  market. 

There  are  many  quantitative 
methods  that  test  whether  the 
time  has  come  to  sell:  percent- 
age retracement  stop-losses, 
earnings  declines,  significant 
moving  average  crossovers,  un- 
sustainable rates  of  appreciation, 
trendline  breakthroughs,  penetra- 
tion of  Fibonacci  circles,  sharp 
ascents  in  interest  rates,  steep 
declines  in  industry  group  aver- 
ages and  so  on. 

In  the  case  of  Intel,  for  exam- 
ple, we  could  ask:  Would  a  less 
mature,  perhaps  more  volatile 
semiconductor  issue  (e.g.,  Inte- 
grated Device  Technology)  antic- 
ipate turns  in  Intel?  Would  semi- 
conductor equipment  suppliers 
(kla  Instruments)  turn  earlier — 
and,  if  so,  how  much  earlier? 
Would  a  stop-loss  set  16%  down 
always  work  better  than  one  set 
15%  down — or  should  the  figure 
for  allowable  percent  retrace- 
ment be  dialed  up  and  down 
with  some  other  market  factor, 
such  as  volatility?  Should  a  fun- 
damental economic  indicator, 
like  the  money  supply  or  unem- 
ployment numbers,  be  factored 
into  the  decision?  Would  the 
dollar/yen  exchange  rate  tell  us 
anything  useful? 

Optimizers  do  the  sheer,  brute 
force  computing  involved  in  an- 
swering such  questions.  Running 
an  optimizer,  your  computer  may 
simply  sit  and  think  about  the 
problem  for  days  before  it  prints 
out,  in  a  single  short  burst,  the 
.^est  strategy. 

Three  companies  (all  private) 
have   developed   optimizers   that 


run  on  desktop  computers:  rtr 
Software  in  El  Paso,  MicroVest  in 
Macomb,  111.  and  Pardo  Corp.  in 
Northbrook,  111.  The  rtr  program 
runs  on  data  brought  down  by  the 
standard  stock  charting  programs 
(e.g.,  Savant).  The  other  two  are 
more  strongly  oriented  to  index 
and  futures  traders,  but  also  work 
for  stocks.  Pardo's  programs  are 
probably  best  able  to  incorporate 
diverse  indicators  like  money  sup- 
ply, currency  exchange  ratios, 
earnings  performance,  book-to- 
bill  ratio,  employment  data.  Any 
of  the  programs  can  test  every 
conceivable  mathematical  spin 
you  might  put  on  price  and  vol- 
ume data. 

But  note  this:  We  have  no  actual 
proof  that  the  "best"  indicator 
will  work  in  the  future.  The  opti- 
mizer assumes  that  cycles  exist, 
and  its  purpose  is  to  discover 
them.  And  it  will  discover  what 
appears,  to  it,  to  be  a  cycle. 

Sometimes  these  cycles  are  real 
in  the  world — seasonal,  business, 
technology.  Semiconductor  com- 
panies like  Intel,  for  example,  are 
certainly  affected  by  a  microchip 
inventory  cycle  that  is  widely  rec- 
ognized and  measured  by  the 
book-to-bill  ratio.  Sometimes, 
however,  the  cycles  are  statistical 
illusions.  They  only  look  real  to 
the  computer — and  can  mislead  it. 

Still,  I  believe  that  whether  the 
program  guesses  right  or  wrong,  it 
makes  a  vastly  superior  guess — 
precisely  because  of  its  power  to 
test  its  guesses  exhaustively.  The 
optimizer  should  do  better  over 
time  than  unquestioned  and  uni- 
formly applied  traders'  rules  of 
thumb  like  the  15%  stopout. 

In  the  specific  case  of  Intel  the 
optimizer's  result  would  have 
been  both  logical  and  profitable: 
For  if  you  had  run  an  optimizer 
program  on  Intel  before  buying 
the  stock  in  December,  you 
would  indeed  have  stuck  with 
the  stock  through  its  15%-plus 
downturn  and  turnaround  in 
March,  and  picked  up  that  attrac- 
tive bonus  of  43%.  ■ 
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The  good.  The  bad.  The  ugly. 


You've  seen  it  all  before.  Fuzzy,  curly,  blurry  faxes.  Faxes  that  are  streaked  or 
distorted.  Faxes  that  seem  to  do  everything  except  the  one  thing  you  bought  a  fax 
:or— get  your  message  across  quickly  and  clearly. 

But  with  a  Canon  FAX-630  or  FAX-850  you'll  never  need  to  see  it  again.  Be- 
muse your  fax  is  printed  on  plain  paper.*  The  same  kind  you  use 
?very  day.  So  you  can  write  right  on  your  faxes  and  handle  or  file 
hem  without  smearing  or  fading. 

Unlike  some  faxes  which  produce  images  that  ap- 
)ear  blurred  or  "fuzzy,"  Canon's  exclusive  UHQ  imaging 
ystem  uses  a  special  Edge  Enhancement  feature,  which 
ets  you  send  even  the  most  detailed  text  and  graphics 
»ith  four  times  more  depth  and  clarity  than  any  conven- 
ional  facsimile. 

Even  illustrations  or  photographs  can  be  transmit- 
ed  in  an  incredible  64  shades  of  gray  with  UHQ's  Error 
•iffusion  Method  for  image  quality  that  guarantees  all 
our  ideas  will  come  out  just  the  way  you  pictured  them. 

And  for  larger  applications,  the  FAX-850's  standard  2MB  of  memory  make  it 
n  ideal  hub,  or  central  point,  in  a  fax  network. 

So  if  you're  tired  of  seeing  the  same  old  sad  faxes,  see  the  plain  paper 
l  \X-630  or  FAX-850  at  your  Authorized  Canon  Facsimile  Dealer  or  call 
■OK-CANON.  And  see  just  how  good  your  faxes  can  be. 


FAX-630 


•  Thermal  transfer  plain  paper. 


•  cr^nuS     CWtovtjjt 


Canon 


FAX 


Communicating  Quality 
UHQ 
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Marketing 


Edited  by  Joshua  Levine 


How  far  can  you  stretch  a  brand  image? 
To  find  out,  you  must  discover  what  the 
brand  means  to  consumers. 

But  in  the 
office,  no 


Wooster, 


RUBBERMAID,  the 
Ohio  housewares  company, 
has  cashed  in  with  its  well- 
known  brand  name  in  some  surpris- 
ing places.  Four  years  ago,  for  exam- 
ple, it  started  selling  feed  bins  for 
hogs,  horses  and  cattle  to  farmers  and 
now  markets  25  agricultur- 
al products. 

But  when  it  tried  to  mar- 
ket adjustable  stands  for 
computer  workstations  for 
secretaries,  the  product 
bombed. 

Rubbermaid's  blunder  re- 
vealed that  the  brand  had  a 
very  specific  meaning  for 
its  customers.  Market  re- 
search discovered  that  the 
Rubbermaid  name,  above 
all,  stands  for  rock-solid  du- 
rability. That's  a  valuable 
asset  for  housewares,  feed 
bins  and  office  products 
like  floor  mats  and  desk 
pads,  but  not  for  computer 
tables,  where  ease  and  com- 
fort are  more  important. 
Rubbermaid  does  not  mean 
"comfort." 

More  and  more  compa- 
nies with  potent  brand 
names,  especially  those  in 
mature  markets,  where 
sales  growth  is  slowing,  are 
looking  for  fresh  ways  to 
market  their  still  powerful 
but  aging  brands.  Main 
have  already  exhausted  th. 
traditional  brand  line  ex- 
tensions— Oreo   ice   cream 


or  Del  Monte  Cajun  Style  Tomatoes, 
for  example.  But  they  want  more. 

Dr.  Scholl's,  the  foot  pad  people, 
having  exhausted  the  possibilities  for 
corn  and  bunion  remedies,  has  suc- 
cessfully and  logically  licensed  its 
name  for  a  variety  of  foot  products 


Campbell's  neu  line  of  cooking  utensils 
Conjuring  images  of  hearth  and  home. 


including  shoes  and  socks. 

Campbell  Soup  recently  licensed  its 
name  to  a  subsidiary  of  American 
Home  Products  for  a  line  of  cooking 
utensils  in  Campbell's  familiar  red 
and  white  packaging.  Research 
showed  that  the  brand  conjures  up 
images  of  hearth  and  home. 

Campbell  doesn't  see  spoons  and 
spatulas  as  a  major  new  profit  center, 
necessarily,  but  it  gets  free  advertis- 
ing, entree  to  another  aisle  of  the  su- 
permarket and,  possibly,  a  way  into 
other  businesses.  Campbell  micro- 
wave ovens,  anyone? 

"We  spent  so  many  years  establish- 
ing this  brand,  we  figured  let's  see 
what  else  makes  sense,"  says  Donald 
Bart,  Campbell's  manager  of  corpo- 
rate licensing.  "We're  just  at  the  be- 
ginning, and  we  don't  even  know 
where  the  boundaries  are." 

Campbell  is  in  good  company.  To 
unearth  the  hidden  meaning  and 
therefore  the  concealed  sales  and  prof- 
it potential  of  brands,  marketers  are 
turning  to  a  new  kind  of  consultant. 
Many,  but  not  all,  of  these  newly 
minted  brand  consultants  come  from 
the  package  design  field,  since  visual 
symbols  and  trademarks  often  carry 
the  burden  of  a  brand's  meaning. 

Landor  Associates,  a  San  Francisco- 
based  designer,  now  grandly  styles  it- 
world  leader  in  identity  man- 
agement," for  instance,  and 
peddles  a  process  it  calls 
"brandworth."  The  process 
covers  extensive  market 
surveys,  including  phone 
and  shopping  center  can- 
vassing, focus  groups  and  a 
full  range  of  free  associa- 
tion and  other  tests.  The 
aim  is  to  find  out  how  peo- 
ple feel  about  a  brand. 

This  can  be  a  useful  exer- 
cise for  executives  in  tradi- 
tion-bound products  com- 
panies, with  closely  fo- 
cused and  loyal 
managements.  When 
you're  a  Dole  executive 
toiling  daily  in  the  pineap- 
ple groves,  it's  natural  to 
assume  you're  in  the  pine- 
apple business.  Landor  re- 
examined the  brand  for  par- 
ent Castle  &  Cooke  three 
years  ago  and  discovered 
Dole  suggests  "sunshine 
foods."  When  Dole  came  to 
Landor,  its  packaging  sport- 
ed a  small  pineapple-crown 
logo  above  the  Dole  "O." 
Landor  turned  Dole's  "O" 
into  a  vivid  yellow  sun- 
burst. This  led  Dole  as  far 
afield  as  fruit  sorbet,  carrots 
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An  ad  for  Playboy  shoes,  on  sale  in  the  U.S. 
The  men's  business  suits  were  a  flop. 


Coke's  name  graced Murjani  Internationals  sportswear 
Would,  the  kids  go  for  Domino's  Pizza  clothes,  too? 


and  snack  nuts,  the  latter  a  business 
Dole  entered  through  its  acquisition 
of  Sun  Giant  Co.  in  1987.  Recently 
sales  of  Dole  brand  nuts  grew  almost 
6%,  to  some  $9  million,  while  the  nut 
market  as  a  whole  fell  3.6%. 

Pillsbury,  Quaker  and 
Jergens  are  currently  sniff- 
ing out  hidden  meanings  in 
their  brands  to  see — in  mar- 
keting lingo — where  the 
consumer  gives  the  brand 
permission  to  play. 

For  big  brands,  consum- 
ers can  be  awfully  permis- 
sive. Playboy  licensees  sell 
$263  million  worth  of  Play- 
boy-brand merchandise — 
from  shoes  in  the  U.S.  to 
wallpaper  in  Europe  to 
cooking  classes  in  Brazil. 
Many  of  these  products 
don't  sport  Playboy's  lech- 
erous bunny  logo  and  have 
nothing  to  do  with  bed- 
room shenanigans.  William 
Stokkan,  president  of  the 
magazine's  licensing  group, 
found  that  Playboy's  name 
stands  for  swanky  self-in- 
dulgence as  well  as  sex. 

Still,  Playboy  can't  play 
everywhere.  The  company 
tested  a  line  of  Playboy- 
brand  suits  with  Hart, 
Schaffner  &  Marx  in  1978. 
No  go.  "A  college  graduate 
who  gets  a  haircut  and  a 
new  suit  for  his  first  job  in- 
terview   doesn't    want    to 


walk  in  in  a  Playboy  suit,"  Stokkan 
discovered. 

"Marketers  always  make  the  mis- 
take of  figuring  that  just  having  a  sa- 
lient brand  name  means  they're  home 
free,"  says  Joseph  Smith,  head  of  the 


Scboll's  socks,  foot  massager,  shoes  and  hosiery 

Trying  to  get  beyond  the  traditional  line  extensions. 


consumer  research  firm  of  Oxtoby- 
Smith.  "It  doesn't.  Some  of  the  stron- 
gest brand  names  aren't  transferable, 
and  they're  often  defeated  by  the  very 
vigor  and  clarity  of  the  brand  in  the 
consumer's  mind." 

Like  Domino's  Pizza.  In 
1985  Domino's  asked  Ham- 
ilton Projects,  a  licensing 
firm,  to  set  up  a  deal  for  a 
line  of  Domino's  sports- 
wear. Domino's  had  seen 
the  splash  Coca-Cola  made 
when  it  licensed  Murjani 
International  to  slap  the 
Coke  logo  on  warm-up 
suits  and  sweatshirts,  a  deal 
Hamilton  brokered.  Mur- 
jani sold  an  impressive 
$500  million  worth  of  Coke 
merchandise  before  the 
business  dropped  off  and 
the  license  lapsed  earlier 
this  year. 

In  Domino's  case,  how- 
ever, Hamilton  president 
Michael  Stone  demurred. 
"Domino's  means  pizza," 
says  Stone.  "I  told  them 
nothing  doing,  unless  may- 
be they  wanted  to  do  a  to- 
mato sauce." 

Okay,  maybe  Domino's 
can't  make  the  stretch  be- 
yond pepperoni,  extra 
cheese  and  anchovies,  but 
for  most  marketers  these 
days,  it's  critical  to  find  out 
just  how  far  their  brands 
can  go. — J.L. 
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Youd  think  a  company  that  actually  built 
a  better  deodorant  would  have  it  made. 
Mennen  discovered,  to  its  dismay,  that  in- 
novation was  not  enough. 


Sweating  it  out 


By  Claire  Poole 


Everything  about  Real  deodor- 
ant sounded  right.  In  a  uni- 
verse of  similar  products,  Men- 
nen had  apparently  concocted  a  prod- 
uct with  a  recognizable  and  significant 
difference. 

In  the  wonderful  world  of  underarm 
deodorants,  there  are  two  basic  types: 
antiperspirants,  which  keep  you  from 
smelling  and  sweating,  and  plain  old 
deodorants,  which  keep  you  from 
smelling  but  let  you  sweat.  Until  now 
there  have  been  only  four  different 
ways  to  apply  these  products:  sprays, 
solid  sticks,  liquid  roll-ons  or  creams 
you  put  on  with  your  fingers. 

People  who  study  these  things 
agree  that  an  antiperspirant  cream  is 
the  most  effective,  arms — sorry — 
hands  down.  You  don't  need  to  know 
why.  But  creams  are  messy  and  sticky 
and  get  all  over  your  hands. 


Enter  Mennen  with  Real,  a  cream- 
like antiperspirant  deodorant  for 
women  that  goes  on  like  a  roll-on. 
Sort  of.  Actually,  the  dispenser  has  a 
smooth,  curved  top  with  a  small  hole 
in  it.  The  bottom  of  the  applicator 
twists,  pushing  the  cream  up  through 
the  hole,  so  the  perspiring  customer 
twists  a  bit  of  the  cream  onto  the 
smooth,  curved  applicator  head  and 
voila!  Hold  the  applause  please. 

Backed  by  an  extravagant  (the  com- 
pany spends  only  $5.6  million  a  year 
to  push  its  market-leading  Speed 
Stick  product)  $14  million  print  and 
tv  ad  campaign,  Mennen  rolled  out 
Real  three  years  ago  in  an  attempt  to 
grab  more  of  the  women's  market.  Its 
six-year-old  Lady  Speed  Stick,  num- 
ber four  in  its  category,  has  been  the 
main  entry.  But  more  than  half  of  the 
company's  $300  million  in  sales  still 
comes  from  men's  products. 

So   the   company's   television   ads 


H.imslcv 


lady  . 
-r>eed 
smooth-on* 


Mermen's  embattieu  rspirant 

Packaging  that  gives  wc  men  the  creeps. 


Marketing 


pulled  out  all  the  stops — beautiful 
women  swirling  around  (sweat  free,  of 
course)  in  a  futuristic,  zero-gravity 
setting  to  dramatize  Real's 
"advanced"  formulation. 

And  the  result?  Lots  of  sweat;  no 
sales.  You  can  find  it  on  some  drug- 
store shelves,  but  Real  is  no  longer 
advertised  and  commands  scarcely 
3%  of  the  $90  million  roll-on  deodor- 
ant market  in  drugstores,  down  60% 
from  the  previous  year  and  lagging 
well  behind  number  one,  Bristol- 
Myer's  Ban.  Mermen's  executives 
will  not  comment  on  Real,  or  on 
anything  else  about  the  company,  for 
that  matter. 

Women,  it  turns  out,  simply  could 
not  figure  out  how  to  use  it.  Many 
women  twisted  the  applicator  too 
hard,  pushing  too  much  cream  out  of 
the  tiny  hole  in  the  top  of  the  dispens- 
er. Instant  mess,  and  no  better  than  a 
standard  cream. 

And  the  name,  Real,  worked 
against  it  as  well.  The  name  gives  no 
indication  what  the  product  does — 
especially  when  contrasted  with  such 
clear-cut  competitors  as  Ban,  Procter 
&  Gamble's  Secret  or  Gillette's  Dry 
Idea.  Moreover,  the  Real  dispenser's 
vaguely  phallic  shape  gave  women 
the  creeps. 

A  depressing  turn  for  a  company 
with  a  colorful  and  genuinely  innova- 
tive past.  Mennen  was  the  first  to 
market  talcum  powder  in  a  shaker 
can,  for  instance,  and  the  first  to  put 
shaving  cream  in  a  tube. 

Mennen's  Speed  Stick,  introduced 
in  1963,  was  the  first  stick  deodorant 
in  what  was  then  predominantly  a 
world  of  creams  like  Arrid  and  Mum. 
Speed  Stick  is  still  the  bestselling 
stick  in  the  country.  Mennen  also 
makes  Skin  Bracer,  also  one  of  the 
first  and  still  the  bestselling  super- 
market aftershave. 

But  the  company  has  also  fielded  its 
share  of  flops.  These  have  included 
Mennen  E,  an  antiperspirant  which 
for  some  reason  contained  vitamin  E 
and  irritated  consumers'  underarms; 
Protein  21,  which  was  supposed  to 
fight  split  ends  but  didn't;  and  Mil- 
lionaire and  Hawk,  two  men's  co- 
lognes that  didn't  fly. 

Mennen  still  hopes  to  save  Real.  Its 
ad  agency,  Lowe  Marschalk,  suggest- 
ed renaming  the  product  Real  Dry.  At 
least,  that  would  tell  people  what  it 
does.  Mennen  said  no.  Its  new  name, 
now  in  market  test:  Lady  Speed 
Smooth-on.  ■ 
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Witness  the  destruction 
of  an  entire  department. 


Don't  blink.  Six  months  worth  of 
new  orders  and  over  fifty-  thousand 
customers  are  about  to  be  wiped  off  the 
face  of  the  earth. 

By  accident. 

62%  of  all  hard  disk  data  loss  is  due 
co  operator  error.  Unless  you  back  up 


your  department  with  3M  data  cartridge 
tape  technology,  you're  at  the  mercy  of 
every  finger  tip  in  the  company. 

All  our  data  cartridge  tapes  are  backed 
with  20  years  of  experience.  12  revo- 
lutionary patents.  And  are  the  choice 
of  IBM.  Apple.  And  Hewlett-Packard. 


Fact  is,  you  simply  can't  find  better 
protection  for  your  company  docu- 
ments. So  don't  take  chances.  Back  up 
everything  on  a  3M  data  cartridge  tape. 
It's  the  safest  way  to  avoid  destruction. 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 


Conservation  easements  enable  you  to 
"donate"  undeveloped  land  without  sur- 
rendering ownership  of  the  property. 

Protect  your  view 

and  get  a 

tax  break,  too 


By  Gretchen  Morgenson 

Fl  ifty  years  ago  Thomas  Cabot,  the 
Boston  Brahmin  who  founded  the 
$1.7  billion  (fiscal  1988  revenues) 
Cabot  Corp.,  began  collecting  islands 
and  islets  along  the  rugged  coast  of 
Maine.  He  wound  up  with  41  in  all. 
"Some  men  collect  beautiful  women, 
but  they  deteriorate  over 
time,"  says  Cabot.  "Some  men  buy 
art  treasures,  but  in  the  end  they  just 


hang  in  a  museum  with  their  name  on 
them.  I  bought  islands  because  as  I 
was  cruising  the  Maine  coast,  I  liked 
to  look  at  them." 

Now  92,  the  wily  old  Cabot  still 
cruises  the  Maine  coast  in  his  29-foot 
motorboat.  And,  as  other  boaters  do, 
he  still  looks  at  his  islands  in  their 
virgin  state.  But  they're  no  longer  just 
his.  He  gave  away  the  development 
rights — or  in  some  cases  the  islands 
themselves — to  the  state  and  federal 


Off  tl\>  Mamc  t.(KLst.  Thomas  Cabot,  92,  still  cruises  among  "bis"  pristine  islands 

Giving  away  the  development  rights  for  conservation — and  tax  breaks. 


governments,  for  the  preservation  of 
wildlife.  In  giving  the  development 
rights  away,  the  industrialist  was  able 
to  preserve  the  islands  as  is,  maintain 
ownership  and  secure  tax  breaks  in 
the  bargain. 

Cabot  was  a  pioneer  in  such  land 
donations — technically  called  conser- 
vation easements.  Today,  many 
wealthy  Americans  are  discovering 
the  conservation  and  tax  benefits  of 
donating  certain  property  rights  to  re- 
gional or  national  land  trusts,  such  as 
the  Maine  Coast  Heritage  Trust, 
which  Cabot  founded  in  1970  with 
Mrs.  David  Rockefeller. 

The  idea  has  taken  especially  firm 
root  in  Montana,  one  of  the  few  re- 
maining states  with  plenty  of  wide 
open  spaces — which  residents,  espe- 
cially the  most  recent  ones,  want  pro- 
tected. Philip  Tawney,  general  coun- 
sel to  the  Rocky  Mountain  Elk  Foun- 
dation, an  organization  that  raises 
money  from  the  private  sector  to  pre- 
serve elk  habitat,  says:  "A  lot  of  afflu- 
ent people  moving  to  Montana  are 
interested  in  preserving  its  beauty.  By 
donating  easements,  the  private  sec- 
tor can  carry  out  conservation  efforts 
much  more  efficiently  than  federal  or 
state  governments." 

How  do  conservation  easements 
work?  A  landowner,  working  with  a 
land  trust,  agrees  to  donate  certain 
rights  on  his  property — such  as  the 
right  to  develop  or  mine  the  land.  The 
trust,  which  holds  those  rights,  pro- 
tects the  donated  land  from  further 
development.  The  owner,  on  the  oth- 
er hand,  still  holds  title  to 
the  land.  He  or  she  can  tell 
trespassers  to  keep  off,  be- 
queath it  to  his  or  her  heirs 
or  another  charity  or  even 
sell  it  outright.  But  the  re- 
strictions against  develop- 
ment set  forth  in  the  ease- 
ment go  on  forever. 

Doesn't  land  that  cannot 
be  developed  lose  almost 
all  its  value?  Hardly.  It  can 
retain  as  much  as  75%  or 
as  little  as  10%  of  its  mar- 
ket value  (the  land  can  still 
be  used  as  ranchland  or 
farmland,  or  for  hunting, 
skiing,  etc.) 

There  can  be  three  tax 
breaks.  First,  and  by  far  the 
most  important  break, 
on  estate  taxes.  (Remem- 
ber, estate  taxes  can  exceed 
50%.)  Reduce  the  value  of 
the  land,  and  you  automat- 
ically slash  estate  taxes. 
Second,  you  can  get  cur- 
rent income  tax  deductions 
for  at  least  a  portion  of  the 
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value  of  the  gift.  And 
third,  since  the  land  is 
worth  less,  it  could  result 
in  lower  current  real  es- 
tate taxes. 

No  wonder  landowners 
who  have  seen  the  value 
of  their  raw  land  holdings 
explode  in  recent  years  are 
so  interested. 

Stephen  Small,  a  lawyer 
at  Powers  &  Hall  in  Bos- 
ton, who  wrote  the  regula- 
tions on  conservation 
easements  during  a  four- 
year  stint  at  the  irs  from 
1978  to  1982,  gives  an  ex- 
ample: "Let's  say  your 
land's  skyrocketed  to  $5 
million  in  value.  Even  if 
your  heirs  have  $1  million 
in  the  bank,  they'll  still 
have  to  sell  at  least  some 
of  the  property  to  pay  es- 
tate taxes  on  it,  which 
will  almost  certainly  be 
more  than  50%.  Many 
people  want  to  leave  their 
land  to  their  heirs,  but  if 
they  don't  plan  properly,  it  may  end 
up  being  sold." 

No  surprise,  then,  that  conserva- 
tion easement  donations  are  growing 
and  that  the  numbers  of  land  trusts 
which  administer  them  are  sprouting 
up  all  over.  At  last  count,  there  were 
more  than  800  regional  or  local  land 
trusts,  up  from  535  four  years  ago. 
According  to  Jean  Hocker,  executive 
director  of  the  Land  Trust  Exchange, 
an  umbrella  organization  located  in 
Alexandria,  Va.:  "In  local  and  regional 
trusts  alone,  private  donors  have 
placed  more  than  300,000  acres  under 
easement  across  the  nation." 

Some  land  trusts  have  been  around 
for  years:  The  Brandywine  Conser- 
vancy in  Chadds  Ford,  Pa.,  for  exam- 
ple, was  founded  in  the  late  1960s. 
The  Montana  Land  Reliance,  founded 
little  more  than  ten  years  ago,  now 
has  more  than  56,000  acres  in  Big  Sky 
country  under  easement,  having  re- 
ceived donations  from  San  Francisco 
brokerage  executive  Charles  Schwab, 
Montgomery  Securities'  cofounder 
Ken  Siebel,  and  James  Harvey,  chair- 
man of  Transamerica  Corp.,  among 
others. 

William  Broadbent,  a  senior  vice 
president/investments  at  Shearson 
Lehman  Hutton  in  San  Francisco, 
owns  a  ranch  in  Emigrant,  Mont,  with 
John  F.  Tomlin,  who  runs  $340  mil- 
lion in  venture  capital  as  a  partner  at 
the  Vista  Group  in  Del  Mar,  Calif. 
Broadbent,  also  a  director-at-large  at 
the  Reliance,  says:  "The  time  window 
of  opportunity  for  preserving  open 


Urrv  Aiuppy 


Shearson 's  William  Broadbent  above  the  ranch  he  co-owns  in  Emigrant,  Mont. 
"The  pressure/or  subdivision  is  there  at  every  turn." 


spaces  is  five  to  ten  years  maximum. 
Montana  still  has  the  best  hunting 
and  fishing  left  in  the  lower  48  states, 
but  the  pressure  for  subdivision  is 
there  at  every  turn." 

Conservation  easements  are  also 
gaining  favor  in  more  traditional  re- 
sort areas,  such  as  northern  Michigan. 
C.S.  Winston  Jr.,  the  former  president 
of  Foote,  Cone  &  Belding,  and  H.M. 
Huffman  Jr.,  former  chief  executive  of 
the  Huffy  Corp.,  were  instrumental  in 
launching  the  Little  Traverse  Conser- 
vancy in  Harbor  Springs,  Mich.,  a 
summer  retreat  for  corporate  types 
from  Detroit,  Chicago,  Cleveland  and 
Dayton.  Little  Traverse,  founded  in 
1972,  owns  over  2,000  acres  of  land 
and  is  just  starting  its  own  easement 
program. 

Conservation  easements  can  be 
very  tricky  and  must  be  structured 
properly,  with  the  help  of  a  lawyer 
and  a  qualified  land  appraiser.  In  order 
to  secure  a  current  income  tax  deduc- 
tion, for  example,  your  easement  gift 
must  be  "for  conservation  purposes," 
and  the  land  has  to  have  some  signifi- 
cant conservation  qualities.  Undevel- 
oped ranch  land,  or  parcels  with  par- 
ticularly scenic  qualities,  or  habitats 
for  threatened  plant  and  animal  spe- 
cies would  usually  qualify,  for  exam- 
ple. A  couple  of  acres  of  your  backyard 
probably  would  not. 

Once  you  qualify  for  a  charitable 
deduction,  how  much  is  it  worth?  As 
a  general  rule,  a  conservation  ease- 
ment is  deductible  up  to  a  maximum 
of  30%  of  your  adjusted  gross  income. 
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(Any  amount  of  the  gift  that  remains 
after  the  first  year  can  then  be  carried 
forward  and  used  for  another  five 
years.  Note,  however,  that  your  gift 
may  also  be  subject  to  the  alternative 
minimum  tax,  thereby  reducing  in- 
come tax  benefits.)  And,  of  course,  the 
total  value  of  the  gift  may  exceed  the 
amount  that  you  can  deduct  over 
six  years. 

For  example,  the  value  of  the  con- 
servation easement  on  a  $5  million 
piece  of  riverfront  land  might  be  $3 
million.  Suppose  your  adjusted  gross 
income  amounts  to  $300,000  annual- 
ly. The  easement  deduction  is  limited 
to  $90,000  a  year— 30%  of  your  ad- 
justed gross.  Over  six  years  you  could 
deduct  only  about  $540,000,  less  than 
20%  of  the  value  of  the  gift.  And  in 
some  cases  the  alternative  minimum 
tax  would  kick  in,  futher  reducing  the 
tax  benefits  of  the  deduction.  But  you 
(or  rather,  your  heirs)  still  get  the  big- 
gest break  of  all — on  estate  taxes.  And 
you  get  the  pleasure  of  keeping  a  piece 
of  nature  unspoiled. 

Foi  more  information  on  various 
land  trusts  across  the  nation,  write  to 
the  Land  Trust  Exchange,  1017  Duke 
St.,  Alexandria,  Va.  22314.  Lawyer 
Stephen  Small  has  written  an  infor- 
mative booklet  explaining  how  ease- 
ments work,  called  Preserving  Family 
Lands.  A  Landowner's  Introduction  to 
Tax  Issues  and  Other  Considerations. 
Send  a  $6  check  made  out  to  Preserv- 
ing Family  Lands  to  P.O.  Box  2242, 
Boston,  Mass.,  02107. 
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You  needn't  be  a  Canadian  with  removable  teeth  to 
play  amateur  hockey.  But  it  helps  if  you  re  a  bit  whacky. 

"I  grinned 
from  ear  to  ear" 


By  Heal  Santelmann 


Ar  1:30  a.m.  on  a  Tuesday  last 
April,  emotions  were  running 
high  at  the  Fairfax  Ice  Arena  in  Fair- 
fax, Va.  With  the  score  tied  2-2  in 
game  two  of  the  advanced  noncheck 
hockey  division  championship 
match,  Edward  Finn,  28,  center  for  the 
Red  Wings,  had  just  absorbed  a  savage 
body-shot  from  a  Flames  forward. 

The  attacker  drew  a  two-minute 
penalty,  but  Finn  would  hurt  for  days. 
Despite  his  badly  bruised  ribs,  Finn,  a 
mid-Atlantic  sales  manager  for  a 
Washington,  D.C. -based  software  en- 
gineering firm,  hung  in  there.  On  the 
next  face-off  he  took  a  pass  from 
teammate  Richard  Snively,  30,  a  Vi- 
enna, Va.  optometrist,  and  slapped  in 
the  winning  goal.  "I  skated  by  their 
bench,  looked  right  at  the  guy  who 
cheap-shotted  me  and  grinned  from 
ear  to  ear,"  says  Finn,  who  was  in  his 
office  six  hours  later. 

Going  to  work  tired  and  in  pain  is 
all  part  of  being  an  amateur  hockey 
player.  Games  and  practice  sessions 
routinely  begin  at  9  p.m.  or  later,  and 
noncheck  rules  (players  may  not 
block  or  hit  one  another)  notwith- 
standing, there's  a  lot  of  body  contact. 

To  the  uninitiated,  adults  playing 
amateur  hockey  may  seem  just  plain 
nuts.  "I  do  get  negative  responses 
from  my  family,  friends  and  business 
acquaintances,"  says  James  Hart,  41, 
assistant  treasurer  at  a  reinsurance 
brokerage  firm  in  Purchase,  N.Y.  Hart 
has  been  playing  noncheck,  amateur 
hockey  for  three  years.  "At  my  age 
they  expect  me  to  be  playing  golf.  But 
I  don't  like  golf.  I  like  hockey." 

There's  no  use  trying  to  rationalize 
hockey.  It's  like  the  French:  You  ei- 
ther love  them  or  hate  them.  Says 
Mark  Kramoltz,  30,  an  attorney  at 
Dunlavey,  Labdon  &  Weland,  P.C.  in 
Phoenix,  Ariz.,  "When  you  get  all  the 
equipment  on,  you  really  start  to  feel 
like  you're  in  a  Budweiser  commer- 
cial." Kramoltz  joined  Hockey  North 
America's  novice  league  last  year,  and 
is  now  captain  of  the  Phoenix  Force. 

The  ranks  of  adult  hockey  players 
are    growing    fast.     Hockey    North 


America,  the  only  nationwide  ama- 
teur league  in  the  country,  was  found- 
ed in  1980  in  Washington,  D.C,  to 
teach  beginners  the  game,  hna  now 
has  some  700  teams  in  noncheck 
leagues  in  25  cities  throughout  the 
U.S.  and  Canada.  Membership  has 
grown  from  100  to  12,000  players  in 
less  than  a  decade.  Young  and  middle- 


local  ice  rinks  have  house  leagues, 
with  games  played  while  most  folks 
are  tucking  in  for  the  evening.  At  the 
Fairfax  Ice  Arena,  for  example,  there 
are  a  total  of  24  teams  competing  at 
beginner,  intermediate  and  advanced 
levels.  There  is  also  an  eight-week 
course  for  novices. 

Warning:  In  some  house  leagues, 
the  play  can  get  very  rough.  "Players 
come  because  they're  frustrated,  not 
because  they're  looking  to  have  a  good 
time,"  says  Michael  Salmon,  28,  a 
stockbroker  at  Shearson  Lehman  Hut- 
ton,  who  used  to  play  in  the  league  at 
the  Sky  Rink  in  New  York  City  but 
now  plays  in  the  hna.  You  can  imag- 
ine the  action  from  a  beefy  stockbro- 
ker who's  just  lost  a  big  account. 

Amateur  hockey  has  even  hit  the 
corporate  ranks.  In  hockey-crazed 
New  England,  for  example,   Digital 


Walter  Calahan 


Plaj  ers  on  the  ice  at  Fort  I)u  Po?it  Ice  Rink  m 

Hockey  North  America's  ranks  of  adult  players  now  number  12,000. 


Washington,  DC. 


aged  professionals  are  well  represent- 
ed; 40%  have  annual  incomes  over 
$50,000. 

This  is  not  an  inexpensive  sport. 
Equipment — stick,  helmet,  facial 
cage,  shoulder  pads,  uniform  and 
skates — can  run  up  to  $700;  on  aver- 
age, league  registration  and  insurance 
is  $300  per  player  per  season.  Then 
there's  rink  time  for  teams  that  prac- 
tice— typically  $60  to  $175  an  hour. 

Hockey  North  America  strives  to 
be  civilized.  Under  hna's  system,  be- 
ginners split  their  first  16-week  sea- 
son between  eight  lessons  and  eight 
games.  Novices  learn  hockey  funda- 
mentals— including  how  to  skate, 
which  helps.  Violence  is  not  winked 
at,  as  it  is  in  the  pro  leagues.  If  you 
start  a  fight  you  can  be  banned  for  life. 

But  Hockey  North  America  isn't 
the  only  game  in  town.  A  majority  of 


Equipment  Corp.,  based  in  Maynard, 
Mass.,  has  its  own  intramural  non- 
check  league  in  the  Boston  area,  with 
14  teams  and  250  players.  Digital  also 
holds  an  annual  North  American 
tournament,  which  last  year  drew  24 
teams  from  dec  offices  throughout 
New  England,  as  well  as  from  Colora- 
do, Toronto  and  Montreal. 

Hockey  is  also  getting  big  play  on 
Wall  Street.  Floor  traders  from  the 
New  York  Stock  Exchange  got  togeth- 
er over  Labor  Day  weekend  with  their 
counterparts  from  the  Boston,  Chica- 
go and  Toronto  stock  exchanges  for 
the  second  annual  Floor  Traders 
Hockey  Tournament.  (Toronto  took 
gold;  nyse  silver.) 

For  information,  contact  usa  Hock- 
ey, the  governing  body  (800-999- 
0490),  or  hna  (800-446-2539). 
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Collectors 


By  Christie  Brown 


Marvin  Shanken  s  collection  of  old  adver- 
tising posters  doesnt  just  gather  dust — it 
lives  again  touting  his  own  wares. 

Old  wine  in 
new  bottles 


Garv  Speclor 


Marvin  Shanken  and  his  poster  of  Aristide  Bruant,  done  by  Toulouse-Lautrec  in  1893 
"Posters  were  the  first  important  means  of  building  brand  names." 


arvin  Shanken  likes  to  com- 
bine his  interests.  A  wine  con- 
noisseur with  a  cellar  of  over  10,000 
bottles,  he  publishes  four  successful 
wine  and  liquor  magazines  and  news- 
letters, including  The  Wine  Spectator, 
Market  Watch  and  Impact.  A  fancier  of 
poster  art,  since  1979  he  has  collected 
over  500  original  advertising  posters 
dating  from  1889  to  1910,  including 
works  by  Henri  de  Toulouse-Lautrec, 
Alphonse  Mucha  and  Jules  Cheret. 
The  collection  is  estimated  to  be 
worth  about  $3  million.  But  unlike 
most  collections,  this  one  actually 
earns  money.  Shanken  doesn't  just 
hang  the  posters  on  a  wall  to  ogle;  he 
recycles  them  for  their  original  pur- 
pose— to  advertise  and  promote. 

First,  a  little  history  of  poster  art.  In 
1868  Jules  Cheret,  a  French  artist  and 
printer,  perfected  a  way  to  reproduce 
brilliant  color  images  inexpensively. 
The  means:  lithography. 
Artists  like  Lautrec  would 
dash  off  colorful  sketches, 
and  maybe  500  litho 
reproductions  —  suitably 
emblazoned  with  the  lo- 
gos of  advertisers — would 
be  pasted  all  over  town. 

Fewer  than  50  copies  of 
most  of  those  old  posters 
are  still  around  today 
(thanks  to  some  gallery 
owners  who  sold  them  to 
customers  for  a  few 
francs).  Now  they  fetch 
much  more  handsome 
sums.  Take  Lautrec's  fa- 
mous Moulin  Rouge  post- 
er, printed  in  1891.  Shan- 
ken owns  one  of  the  8 
thought  to  survive;  it's 
valued  at  about  $220,000. 
Lautrec's  1893  poster  pro- 
moting Jane  Avril's  caba- 
ret act  is  worth  $35,000, 
and  Mucha's  1897  Monte 
Carlo  travel  poster  is  val- 
ued at  $10,000. 

Despite  Lautrec's  fame 
as  a  poster  artist,  he  actu- 
ally made  sketches  for 
only  30  posters,  primarily 
as  favors  for  friends — like 
the  singers  Jane  Avril  and 
May  Milton — or  even  to 
cover  a  bar  bill. 

"Posters  are  not  a  subtle 
art;  they  are  meant  to 
charm  the  hell  out  of  the 
viewer,"  says  Jack  Ren- 
nert,  a  New  York  dealer 
who  is  one  of  Shanken 's 
main  suppliers.  Rennert, 
who  holds  biannual  poster 
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auctions,  has  seen  the  median  price  of 
European  posters  from  before  World 
War  U  rise  from  $800  in  1979  to 
$3,000  this  year. 

Shank  en  has  concentrated  on  col- 
lecting only  mint  condition  posters 
by  the  best  artists,  almost  all  of  them 
made  before  World  War  I.  He  has  also 
bought  several  copies  of  certain  post- 
ers for  investment  purposes,  includ- 
ing four  copies  of  Toulouse-Lautrec's 
popular  "Divan  Japonais,"  each  worth 
about  $40,000.  "They're  as  good  as 
stocks  and  bonds,"  says  Shanken. 
"I'm  diversified." 

Shanken  reemploys  his  posters  by 
using  them  to  promote  his  own  maga- 
zines, and  by  selling  them  as  images 
in  themselves.  One  of  his  publica- 
tions, The  Wine  Spectator  Collection  cat- 
alog, sells  not  only  $100  corkscrews 
and  $2,000,  700-bottle  wine  cellars, 
but  also  merchandise  emblazoned 
with  copies  of  Shanken's  posters.  For 
example,  a  set  of  six  coasters  featuring 
his  famous  Lautrec  posters  sells  for 
$30.  On  the  back  of  each  coaster, 
stamped  in  gold,  is  the  Wine  Spectator 
name.  Shanken  expects  to  sell  5,000 
sets  this  year.  A  nice  addition  to  the 
bottom  line. 

"They  were  developed  as  a  profit 
center,"  says  Shanken.  There  are  also 
$15  T  shirts — one  with  an  image  of 
"Man  on  the  Vine"  by  Leonetto  Cap- 
piello — below  the  magazine's  name. 
"Posters  were  the  first  important 
means  of  building  brand  names,"  says 
Shanken. 

Reproducing  these  posters  is  entire- 
ly legal  for  Shanken,  as  owner,  or  for 
anyone  else,  for  that  matter.  Current 
U.S.  and  French  copyright  laws  gener- 
ally protect  an  artist's  work  from  in- 
discriminate reproduction  only  for 
the  lifetime  of  the  artist,  plus  50 
years.  (Lautrec  died  in  1901.) 

"Chances  are  old  posters  are  in  the 
public  domain  cither  because  of  the 
term  of  years  or  because  there  was 
publication  without  adequate  copy- 
right notice,"  explains  Ralph  Lerner,  a 
lawyer  who  specializes  in  art  law. 
Moreover,  many  advertising  posters 
were  done  by  artists  as  "work  for 
hire,"  in  which  case  they  are  in  the 
public  domain  the  minute  after  publi 
cation  unless  the  company  copyright- 
ed the  work. 

Indeed,  a  part  or  a  distortion  of  an 
art  work  can  be  used  for  any  pur- 
pose— as  long  as  the  original  is  in  the 
public  domain.  While  France  has  a 
Moral  Rights  law  for  art  work,  the 
U.S.  has  no  such  federal  law.  "You 
can  put  the  Mona  Lisa's  face  on  sheets 
if  you  want,"  adds  Lerner. 

Shanken  is  all  for  reproductions  of 
any  kind.  "It  only  creates  further  in- 


DtMicco  Ferris 


Shanken 's  U  ares,  featuring  his  poster  art  collection 

"You  can  put  the  Mona  Lisa's  face  on  sheets  if  you  want. 


terest  in  the  originals,"  he  says. 

Shanken's  catalog  even  sells  old 
posters  that  Shanken  has  bought  in 
quantities  of  20  or  so — offering  sub- 
scribers the  opportunity  to  start  col- 
lections of  their  own  like  his.  The 
autumn  issue  pictures  8  posters,  in- 
cluding a  1927  Monnet  cognac  poster 
by  Cappiello  that  sells  for  $1,400  and 
a  1909  poster  by  Ludwig  Hohlwein 
that  goes  for  $3,000,  advertising  a  Mu- 
nich deli. 

Shanken,  46,  has  had  prior  experi- 
ence at  recycling  things  on  the  verge 
of  extinction.  Co-owner  of  an  invest- 
ment firm  in  1972,  he  became  in- 
trigued by  a  liquor  industry  newslet- 
ter with  revenues  of  $12,000  being 
ottered  for  sale  by  Oppenheimer  & 
Co.  Shanken  saw  an  opportunity.  He 
bought  the  newsletter,  Impact,  for 
$5,000,  and  later  left  his  firm.  As  Un- 
pad started  to  grow,  Shanken  bought 
a  busted  wine  magazine  in  1979  for 
$40,000  called  The  Wine  Spectator. 
which  today  features  wine  ratings  and 
business  stories. 

The  growth  of  these  two  publica- 
tions and  two  more  that  Shanken 
started  has  been  impressive.  M.  Shan- 
ken Communications  has  averaged 


35%  annual  sales  growth.  Impact, 
which  emphasizes  detailed  market 
data,  has  estimated  revenues  of  over 
$1.5  million  (Shanken  won't  release 
the  circulation  figures  for  Impact,  but 
Forbes  estimates  it  is  under  5,000). 
And  The  Wine  Spectator,  now  the  star  of 
Shanken's  group  of  publications,  is 
likely  to  be  pulling  down  revenues  of 
over  $7  million,  with  a  circulation  of 
65,000. 

Shanken  feels  he  has  only  just  be- 
gun to  get  his  posters  to  pay  for  them- 
selves. "I  have  big  plans  for  the  collec- 
tion over  the  next  ten  years,"  says 
Shanken.  For  example,  the  posters  are 
scheduled  to  start  a  two-month-long 
exhibit  next  May  at  Domaine 
Mumm's  museum  in  Napa  Valley. 
The  connection?  Old  French  posters 
have  come  to  suggest  Champagne- 
the  potable  of  choice  then  and  now  in 
Paris  boites  (although  Shanken 
doesn't  own  any  Mumm  posters  him- 
self). Shanken  is  also  planning  a  lavish 
coffee-table  book:  The  Wine  Spectator 
Co/lection  of  Belle  Epoque  Posters,  writ- 
ten by  Jack  Rennert. 

Says  Shanken,  "I'm  just  trying  to 
expand  my  market." 
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What  a  lift  to  work  should  be. 

A  luxury  car  should  make  you  feel  like  you've  left  the  crowd  behind 
The  Lincoln  Continental  Even  in  the  gridlock  of  rush  hour,  it  makes 
you  feel  far  above  it  all  Continental  is  one  of  the  world's  most  advanced 
luxury  cars.  Anti-lock  brakes,  speed-sensitive  steering,  electronic  air  spring 
suspension  and  a  driver  and  right  front  passenger  air  bag  Supplemental 
Restraint  System  All  standard  For  a  free  brochure,  call  1  800  446-8888. 
Or  visit  a  Lincoln  dealer.  One  drive  and  you'll  see  that  other  luxury 
cars  tend  to  get  lost  in  the  crowd  And  that  Lincoln  Continental  is  exactly 
what  a  luxury  car  should  be 

Lincoln.  What  a  luxury  car  should  be. 
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'  DIVISION  <3S> 


Buckle,  up-together  we  an  saw  lives. 


Careers 


So  you  want  to  chuck  it  all  and  become  an 
artist.  How  to  keep  food  on  the  table?  Ask 
executive-turned-sculptor  Paul  Tadlock. 

He  upped  and  quit 


By  William  P.  Barrett 


T|  he  first  thing  you  notice  in 
Paul  Tadlock's  sprawling  Texas 
home  is  the  10-foot-high  stuffed 
grizzly  bear  standing  just  inside  the 
front  door.  Tadlock  shot  it  during  a 
1980  Alaskan  hunting  trip.  Then  you 
realize  the  house  is  crowded  with 
wildlife,  mostly  bronze  replicas:  an 
elephant,  an  antelope,  fish,  sheep  and 
a  buffalo.  These  are  Tadlock's  own 
creations,  and  his  stock  in  trade  since 
he  left  the  corporate  world  for  the  art 
world  16  years  ago. 

At  54,  Tadlock  is  a  sculptor,  and  a 
successful  one.  New  limited-edition 
reproductions  of  his  work  fetch  any- 
where from  $500  to  $10,000  and 
thereafter  appreciate  modestly  in  val- 
ue. His  story  is  one  of  ability  realized, 
yearning  fulfilled — and  risk  rewarded. 

After  graduating  from  the  Universi- 
ty of  Texas  in  1957  with  a  degree  in 
advertising,  Tadlock  joined  a  group  of 
companies  owned  by  the  Dominy 
family  of  Fort  Worth.  By  1973  he  had 
become  the  top  executive  of  the  fami- 
ly's Superior  Heat  Treating  Co., 
which  heat-sealed  parts  for  private  in- 
dustry and  defense  contractors.  Want- 
ing a  piece  of  the  action,  he  had  tried 
to  buy  the  company  but  was  unable  to 
swing  the  deal.  "I  got  sick  and  tired  of 
being  sick  and  tired,"  he  recalls  in  his 
soft-spoken  drawl.  So,  as  they  say  in 
Texas,  he  upped  and  quit.  He  was  38. 

His  first  impulse  was  to  start  a  rival 
heat-sealing  company.  But  then  he 
was  turned  on  to  bronze  sculpting  by, 
of  all  people,  his  dentist,  who  had 
pursued  it  as  a  hobby.  Tadlock  had 
never  formally  studied  art,  but  he  is 
inquisitive  by  nature  and  something 


stirred  within  him.  He  quickly  dis- 
covered he  had  the  ability  to  sculpt 
the  many  game  animals  he  had  hunt- 
ed and  photographed  for  years  in  the 
great  outdoors.  Carving  them  open 
gave  him  crucial  insights  into  muscle 
structure,  providing  the  telling  detail 
that  would  come  to  distinguish  his 
works.  "I  was  a  better  observer  than  I 
thought,"  he  says. 

The  life  of  the  starving  artist  wasn't 
for  Tadlock,  a  tall,  hefty  Texan  with  a 
family  to  support.  So  from  the  start, 
he  approached  his  new  career  as  a 
business.  Unlike  many  other  artists, 
he  worried  a  lot  about  things  like  mar- 
keting, cash  flow  and  the  rules  of  sup- 
ply and  demand.  By  talking  to  art  pro- 
fessors, Tadlock  discovered  that  rela- 
tively few  sculptors  around  the 
country  were  doing  realistic  wild- 
life— the  initial  niche  he  staked  out 
for  himself.  That  was  promising. 

When  it  came  to  selling,  Tadlock 


Will  van  Ovcrbeek 
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Paul  Tadlock  touching  up  his  larger-tban-ltfe  sculpture  of  Walter  Payton 
"I  am  very  market-oriented." 
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Savor  The  Taste  Of  Time. 


TlicDinu)!^ 


Pinch  15  Year  Old.  Aged  To  Perfection. 
Hand  Blended  By  The  Oldest  Distillers  Of  Scotch  Whisky.  /ffiwtf* 

Send  a  gift  of  Pinch  anywhere  in  the  U.S.  Call'  1-800-243-3787.  Void  where  prohibited. 


took  a  page  from  Time-Life 
Books,  which  promotes  publica- 
tions before  they  are  actually  cre- 
ated. He  promised  a  set  of  20 
North  American  big  game  ani- 
mals, done  at  one-tenth  scale,  for 
$2,000  an  animal,  at  a  pace  of 
several  a  year  and  with  no  more 
than  50  copies  of  each.  Tadlock 
initially  got  22  collectors — many 
of  them  friends  and  acquain- 
tances impressed  with  his  abili- 
ty— to  sign  up. 

From  there,  he  was  off  and  run- 
ning. His  first  for-pay  work  was 
an  antelope.  By  1977  he  was 
grossing  $180,000  annually. 

"I  am  very  market-oriented," 
Tadlock  says  without  embarrass- 
ment. "I  try  to  find  out  what  the 
marketplace  is,  what  turns  them 
on."  That  led  him  to  an  African 
big  game  series  ($26,500  for  five 
animals),  a  series  of  fish  ($10,000 
for  five)  and  a  one-shot  mermaid 
(very  popular,  30  sold  at  $3,000  each). 
A  current  project  is  "Mascots  of  the 
Southwest  Conference"  (longhorn, 
cougar,  horned  frog,  etc.),  which  he  is 
peddling  through  alumni  and  booster 
associations.  These  may  not  vie  with 
the  Venus  de  Milo,  but  they  are  sell- 
ing, at  $500  apiece. 

Tadlock  sculpts  in  wax  or  clay,  us- 
ing the  "lost  wax"  method  to  produce 
the  final  product.  The  name  comes 
from  the  ancient  foundry  casting  pro- 
cess, in  which  a  wax  copy  of  Tad- 
lock's  creation  is  used  to  make  a 
mold,  then  melted,  or  "lost,"  from  the 
mold  and  replaced  with  molten 
bronze.  After  a  finish  is  applied,  the 
casting  is  mounted  on  a  base  and 


Tadlock  and  a  friend 

From  birds  to  a  Texas  sheriff. 


shipped  to  the  buyer.  Tadlock  uses 
several  foundries  around  Texas. 

He  tries  to  get  back  his  out-of-pock- 
et costs — wax  for  the  original,  which 
is  cheap,  and  foundry  fees,  which 
aren't — with  the  first  few  sales  of  a 
new  creation.  The  margins  after  that 
head  skyward.  For  a  typical  piece — 
say,  a  small  bird  priced  at  $800 — the 
mold  made  by  the  foundry  will  cost 
$300  and  each  casting  $400.  For  a  big- 
ger piece,  the  out-of-pocket  cost  of  the 
first  one  can  be  $15,000. 

The  genial  Tadlock  figures  he 
spends  only  about  25%  of  his  time  on 
research,  sculpting  and  supervising 
the  casting.  Most  of  the  rest  is  spent 
marketing.  "You  got  to  get  out  there 


Hi.«.»  In  Vlill  mi  untietk 


An  African  elephant  adorning  Tadlock's  living  room 

One  of  a  five-animal,  big-game  set  originally  priced  at  $26,500. 


and  beat  the  bushes,"  he  says.  So 
Tadlock  drives  maybe  50,000 
miles  a  year,  lugging  sculptures 
around  the  country  for  shows  and 
gallery  displays.  Besides  relying 
on  word  of  mouth,  he  mails  out 
brochures  and  spends  a  lot  of 
time  on  the  telephone,  much  of  it 
on  pay  phones  while  on  the  road. 
Despite  his  success,  he  is  still 
basically  a  one-man  operation — 
which  keeps  his  costs  down — al- 
though he  is  currently  pondering 
hiring  a  salesperson. 

Tadlock  works  quietly  out  of 
two  rustic  studios  behind  his 
home  in  New  Braunfels,  located 
in  Texas'  scenic  Hill  Country  30 
miles  north  of  San  Antonio.  Deer 
and  wild  turkey  scamper  past  his 
window,  helping  to  make  for  a 
pleasant  work  environment. 

As  a  former  businessman,  Tad- 
lock doesn't  neglect  the  corporate 
market.  His  first  human  figure 
was  a  16-inch-high,  turn-of-the-cen- 
tury  blacksmith  for  his  old  buddies  in 
the  heat-treatment  industry,  at 
$1,600  a  throw.  Greyhound  Corp. 
commissioned  a  half-size  greyhound 
for  its  headquarters  in  Phoenix.  He 
did  a  knight  on  a  horse  for  Canada  Air, 
a  jaguar  for  Jaguar  Corp. 

Tadlock  also  has  done  playful  squir- 
rels, fighting  animals  and  a  hunter 
losing  his  cap  while  firing  a  gun.  As 
for  busts  on  commission,  he  has  done 
Lawrence  Sullivan  Ross,  a  19th-cen- 
tury Texas  governor  and  president  of 
Texas  a&jvi  University,  and  Walter 
Fellers,  the  just-retired  sheriff  of  Co- 
mal County,  where  Tadlock  lives. 
Latching  on  to  what  may  be  a  growing 
trend  for  sports  statuary,  Tadlock  just 
completed  a  larger-than-life  sculpture 
of  retired  Chicago  Bears  running  back 
Walter  Payton,  for  the  Chicago  Sports 
Hall  of  Fame.  Next  up,  for  the  same 
shrine:  Chicago  Bulls  basketball  great 
Michael  Jordan. 

Some  art  critics  complain  that  the 
kind  of  realistic  sculpture  done  by 
artists  like  Tadlock  is  not  really  art,  a 
contention  that  does  not  bother  him. 
Says  he,  "I'm  happy,  and  my  custom- 
ers are  happy."  Like  most  artists,  he 
knows  that  his  death  would  probably 
do  more  than  any  other  single  event 
to  jack  up  the  prices  of  his  bronzes.  He 
says  with  a  chuckle,  "One  guy  calls 
up  from  time  to  time  and  asks  about 
my  health." 

But,  while  he's  still  alive,  how's  he 
doing  financially?  Great.  He  says  that 
in  1989  he  will  gross  over  $300,000, 
including  future  reproductions  of 
sculptures  made  this  year.  "That's  a 
lot  more  than  I  ever  made  in  Fort 
Worth,"  Tadlock  says  with  a  grin.  ■ 
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It  was  created  by  a  team  of 


'■*#* 


engineers  whose  mission  is 


not  to  follow  the  market,  but 


to  lead  the  aviation  world. 


Designed  and  fabricated  to 


a  higher  standard,  it  performs 


at  a  higher  standard.  It  is 


arguably  the  most  precise 


flying  instrument  ever  placed 


in  the  hands  of  civilian  pilots. 


It  is  no  mere  business  jet. 


It  is  a  Falcon  Jet. 


A  higher  standard. 


FalconJet 

Teterboro,  New  Jersey  07608 


Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


The  Lions  in  winter 


In  August  the  Vancouver  Stock  Ex- 
change reemerged  from  the  depths, 
as  legendary  promoter  Murray  Pezim 
singlehandedly  hauled  the  vse  to  rec- 
ord volumes  with  news  of  a  gold 
strike  in  British  Columbia.  The  Pez, 
who  seems  to  punctuate  his  fiascoes 
with  a  gold  strike  once  every  decade 
or  so,  saw  shares  of  his  Calpine  Re- 
sources run  as  high  as  9%  in  early 
September,  from  around  IV2  four 
months  earlier.  Another  vse  mining 
company,  Stikine  Resources,  jumped 
from  around  5Vi  to  59'/2.  But  volumes 
have  since  stagnated  and  the  index 
has  recoiled  as  winter,  and  perhaps 
reality,  have  set  in.  And  on  the  aborig- 
inal front,  the  local  Tahltan  Indians 
are  acting  up,  claiming  that  Pezim's 
gold  projects  are  on  native  land. 
Pezim,  68,  who  started  out  as  a 


butcher  and  has  never  forsaken  his 
affection  for  lambs  and  turkeys,  last 
struck  it  big  with  the  Hemlo  iind  in 
1981.  He  used  the  proceeds  to  bank- 
roll such  promotional  gems  as  Vita- 
Pez  Rejuvenation  pills,  Pez  chocolate 
bars  and  a  three-wheeled  recreational 
vehicle  called  the  Pezmobile.  His 
holding  company,  Prime  Resources,  is 
now  promoting  some  60  vse  listings, 
none  rated  by  Moody's. 

Last  month  Pezim  took  over  the 
beleaguered  B.C.  Lions,  of  the  belea- 
guered Canadian  Football  League,  for 
C$3.7  million.  In  vintage  Pez  style, 
they  lost  their  next  three  games,  de- 
spite the  presence  of  bargain-base- 
ment celebrities  Mark  Gastineau  and 
Brigitte  Nielsen,  new  members  of  the 
board  supervising  the  Lions.  Gasti- 
neau, the  ex-All  Pro  defensive  end  for 


the  New  York  Jets,  has  enlisted  the 
Pez  to  manage  his  infant  heavyweight 
boxing  career  (Pezim's  earlier  stab  at 
boxing  promotion — the  1972  Muham- 
mad Ali-George  Chuvalo  bloodbath — 
was  a  financial  bloodbath,  too). 

Gastineau's  paramour,  Nielsen,  is 
the  muscular  Nordic  beauty  who  was 
fleetingly  married  to  Sly  Stallone. 
Now  divorced,  she  and  the  downed  Jet 
are  reportedly  planning  to  move  into 
Pezim's  new  house,  together  with  the 
Pez'  fourth  wife-to-be,  Tammy  Pat- 
rick, a  former  Vancouver  stockbroker 
and  reformed  cocaine  addict.  Patrick's 
mother,  a  minister,  presided  over  Pe- 
zim's third  marriage  ceremony.  No 
location  for  the  latest  wedding  has 
been  set,  though  Mars  would  not  be 
inappropriate. — Joe  Queenan 


Vancouver  Sun 


Stock  promoter  Murray  Pezim  with  Mark  Gastineau  and  Brigitte  Nielsen 
Finding  happiness,  or  something,  under  one  roof. 
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Trade  show  promoter  Wei-Jen  Jeffries 
Keeping  "economic  exchange  alive. 


China  trade 

In  June,  Wei-Jen  Jeffries  stood  in  a 
crowd  outside  the  Chinese  consul- 
ate in  Los  Angeles,  protesting  the 
massacre  in  Tiananmen  Square.  Two 
months  later,  she  found  herself  on  the 
other  side  of  the  fence,  helping  China 
sell  its  goods  to  Americans. 

Jeffries  organized  a  weeklong  Chi- 
na-U.S.  trade  exposition  in  Los  Ange- 
les, the  first  since  tanks  rumbled 
through  Beijing  last  spring.  A  petite 
51-year-old  native  of  Zhangzhou,  she 
left  China  at  age  10  and  immigrated  to 
the  U.S.  23  years  ago.  She  had  been 
planning  the  exposition  for  18 
months.  Soon  after  the  slaughter  in 
Beijing,  she  says,  she  considered  can- 
celing. But  then  she  decided  that  an 
economic  exchange  was  preferable  to 
a  complete  cutting  of  ties. 

China  Expo  '89,  a  private  undertak- 
ing between  Jeffries  and  the  cities  of 
Shanghai,  Xiamen,  Zhangzhou  and 
Quanzhou,  drew  more  than  60  Chi- 
nese trading  companies  and  manufac- 
turers, whose  representatives  lined 
the  halls  of  the  Shrine  Auditorium, 
taking  orders  from  American  buyers 
of  everything  from  tractors  to  table- 
cloths to  teddy  bears. 

"We  worried  about  whether  they 
would  be  able  to  get  visas,"  says  Jeff- 
ries. "Then  we  worried  about  whether 
or  not  anyone  would  show  up."  Both 
worries  proved  groundless.  Visas 
sailed  through  for  the  190  Chinese 
merchants  working  the  show.  About 
200  U.S.  importers  turned  up  and 
bought  $75  million  worth  of  Chinese 
products. 

While  Jeffries  says  she  remains 
deeply  disturbed  by  the  killings  in 


Beijing,   she  vows  to  continue  her 
work  on  China-U.S.  trade. 

"It's  important  to  keep  an  econom- 
ic exchange  alive,"  she  says.  "It's  the 
one  way  we're  sure  to  maintain  some 
influence  over  what's  going 
on." — Lisa  Gubernick 


The  foil  of  Adam? 

It  looks  like  British  entrepreneur 
Adam  Osborne  is  in  trouble  again. 
Osborne's  Osborne  Computer  Corp. 
flared  into  prominence  in  the  early 
1980s  with  the  first  practical  portable 
computer,  only  to  collapse  when  the 
market  rejected  its  machines  in  favor 
of  products  that  were  compatible 
with  ibm  equipment.  Now  Osborne's 
subsequent  venture,  Paperback  Soft- 
ware International,  Ltd.  of  Berkeley, 
Calif.,  is  teetering. 

Osborne's  flashy  style  has  earned 
him  perennial  celebrity  in  Silicon 
Valley.  He  is  renowned  not  only  for 
his  eloquent,  often  controversial 
opinions  but  also  for  his  elegant  Euro- 
pean tailored  suits  and  his  knack  of 
having  an  attractive — and  different — 
young  woman  at  his  side  at  every  pub- 
lic event. 


With  Paperback,  Osborne  made 
sure  that  his  software  products  could 
be  run  on  ibm  systems.  He  went  to 
work  designing  software  that  was 
much  like  Lotus  Development 
Corp.'s  1-2-3.  Christened  the  vp  Plan- 
ner, Osborne's  product  came  out  in 
the  fall  of  1985  at  about  half  the  price 
of  Lotus  1-2-3. 

But  Lotus  took  offense,  filing  a  law- 
suit in  January  1987  that  charged  Pa- 
perback with  violating  Lotus'  intel- 
lectual property  rights.  The  case  will 
go  to  trial  in  a  Boston  federal  court  on 
Feb.  5,  1990. 

Whoever  wins,  there  will  be  little 
left  of  Paperback  Software  by  the  time 
the  case  is  decided.  Sales  of  vp  Planner 
have  shriveled  under  a  cloud  of  litiga- 
tion to  $300,000  a  quarter  from  a  peak 
of  $1.5  million  in  quarterly  sales  at 
the  end  of  1986.  The  firm  has  no  other 
products  worth  mentioning,  and  legal 
fees  have  consumed  all  the  money 
Osborne  intended  for  research  and 
development. 

What  will  Osborne  do  if  Paperback 
goes  under?  "I  haven't  given  it  much 
thought,"  he  says.  "There  are  so  many 
things  I  could  do.  It's  a  matter  of 
choosing  the  right  one." — Julie  Pitta 


Adam  Osborne  of  Paperback  Software 
Lotus  sued. 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


fW|hc  land  we're  offering  is  far 

I  from  the  crowds  and  rat  race  of 
JL  cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cnsto  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 

desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  dc  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303     hi 
Ft.  Garland,  CO  81133. 
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Ignorance  is  bliss. 

A  good  reason  for  not 

reading  The  Economist 


The  ostrich  could  have  a  point.  A  sharp  look  at  facts 

may  be  unsettling.  Opinions  that  challenge  conventional 

attitudes  may  disturb  your  peace  of  mind.  If  you  prefer  the 

cozy  confirmation  of  what  you  already  believe,  by  all  means 

keep  to  your  usual  diet  of  newspapers  and  magazines. 

If,  on  the  other  hand,  your  position  demands  more 

than  that,  The  Economist  repays  study.  The  Economist 

brings  a  hard-edged  pragmatism  to  its  view  of  world 

business,  finance  and  politics.  The  accuracy  and 

perceptiveness  of  its  reports  and  insights  into  future 

developments  are  the  stuff  that  decisions  are  made  on. 

The  Economist's  readers  get  an  international  perspective 
on  U.S.  and  world  events  not  to  be  found  in  any  other 

publication.  They  also  get  wit,  urbanity  and  a  stimulating 

sense  of  style.  Subscribe  to  The  Economist.  It  might 

even  make  an  ostrich  stick  his  neck  out. 


Statistical  Spotlight 


Small-company  stocks  have  done  well  over 
the  long  pull  but  very  poorly  of  late.  That 
could  make  them  good  buys  now. 


Ninth  inning  rally 


By  Evan  Sturza 
and  Eric  Hardy 


Since  1926  the  average  stock  has 
returned  about  10%  a  year,  in- 
cluding dividends,  but  the  aver- 
age small-company  stock  has  in- 
creased 12%.  So  argue  Roger  Ibbotson 
and  Rex  Sinquefield  in  the  fourth  edi- 
tion of  their  Stocks,  Bonds,  Bills  and 
Inflation.  Although  some  of  the  early 
data  in  this  period  are  a  little  shaky,  it 


is  pretty  well  accepted  on  Wall  Street 
that  little  stocks  have  beaten  big 
stocks  over  long  periods. 

From  time  to  time,  however,  the 
phenomenon  has  reversed  itself,  and 
that  seems  to  be  happening  now. 
Small  stocks — especially  in  rapidly 
growing  technology  companies — 
have  lagged  the  market.  Since  mid- 
1983  the  Dow  Jones  industrial  aver- 
age is  up  119%,  while  the  Nasdaq 
index  of  over-the-counter  issues  is  up 


John  SeRal 

only  45%. 
Ti      »  Small     technology 

V^      -t  stocks  had  their  last 

™  **^4  explosive  rally  be- 
tween mid- 1982  and 
mid- 1983  when,  for  a  time,  the  terms 
"computer"  and  "high  technology" 
became  magical.  Then  the  stocks 
crashed.  Four  years  later,  in  the  1987 


When  are  small  growth  stocks  cheap? 


T.  Rowe  Price  publishes  a  handy  indicator  for  growth- 
stock  fans.  It  divides  the  P/E  of  its  New  Horizons  Fund, 
a  portfolio  of  smallish  growth  stocks,  by  the  P/E  of  the 
market.  With  hindsight,  it  appears  that  a  relative  P/E 


above  2.0  signals  a  danger  zone  for  small  growth  stocks. 
This  indicator  last  flashed  a  sell  signal  in  September 
1983,  just  before  technology  stocks  crashed.  Since  then 
it  has  drifted  toward  the  low  end  of  its  range. 


Relative  P/E  ol  New  Horizons  Fund  (New  Horizons/S&P  5001 
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An  ISLAND  PARADISE  that  offers  you 
xxtotal  relaxation  plus  the  thrill  of  dis- 
covery. Stroll  pristine  beaches.  Scuba  dive 
in  world  class  waters  and  reefs  renowned  for 
the  splendor  of  their  colors  and  tropical 
fish.  Or  snorkel  right  near  your  beach-side 
cottage.  Go  fishing  for  the  big  ones,  or  just 
relax  in  the  sun  by  the  pool.  On  Forbes  Maga- 
zine's Laucala  Island,  all  the  choices  are 
yours. 

BUT  JUST  FOR  A  FEW... 
Forbes  loves  its  private  Fiji  island,  and 
we  think  you  will,  too.  We've  put  out  the 
welcome  mat,  but  only  for  a  few  at  a  time. 
We  have  4  guest  cottages  so  we  can  take  only 
a  limited  number  of  people.  For  7  nights 
and  8  days  the  cost  is  $2150  per  person,  and 
that  includes  everything:  all  activities, 
meals,  drink,  lodging  and  a  round- trip  flight 
between  Laucala  and  Nadi  International 
Airport  (on  the  main  island).  It's  the  "in" 
place  to  go,  away  from  the  cold,  the  traffic, 
the  noise,  the  hassle.  Service  with  a  smile 
and  no  tipping. 

So  come  on  out."  Lose  yourself  in  a  South 
Pacific  dream,  the  way  you  knew  it  was 
meant  to  be. 

For  information  please  write: 
Errol  Ryland,  Manager 
Box  303,  Fort  Garland,  CO  81 133 
or  call:  719-379-3263 


Errol  Ryland /FORBES  MAGAZINE 
Box  303,  Fort  Garland,  CO  81133 


Help  me  get  lost! 


i 


Name 


Address. 
City 


State. 


Zip. 


m 
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call  719-379-3263 
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crash,  liquid)  /  dried  up  in  many  o-t-c 
stocks.  It  vis  difficult  to  sell  them 
even  at  huge  losses. 

Looking  at  these  two  phenomena, 
the  long  trend  and  the  recent  reversal, 
fans  of  small  stocks  make  the  case 
that  now  is  a  great  time  to  get  in.  The 
long  trend  will  resume,  they  argue, 
while  recent  history  makes  small 
stocks  cheap. 

PaineWebber's  Jeffrey  Adams 
makes  a  further  argument,  based  on 
fundamentals.  Adams  compares  the 
price/earnings  multiple  of  the  New 
Horizons  Fund,  which  buys  high- 
growth  secondary  stocks,  with  that  of 
the  s&p  500.  Each  time  the  relative 
p/e  of  the  New  Horizons  Fund  drops 
below  1.15,  the  small  stocks  are 
poised  to  outperform  the  s&p  500  (see 
dxirt,  p.  292),  he  says.  The  p/e  of  the 


New  Horizons  Fund  now  stands  at 
15.4,  only  slightly  above  the  market's 
p/e,  making  the  relative  p/e  equal  to 
1.14.  "At  their  present  relative  value, 
small-company  stocks  are  within 
15%  of  their  25-year  lows,"  according 
to  Adams. 

Adams  also  believes  that  corporate 
restructuring  is  now  spreading  from 
the  big  companies  to  smaller  ones, 
and  that  this  is  good  for  the  smaller 
stocks.  In  1983  there  were  6  Nasdaq 
mergers  and  acquisitions.  Last  year 
there  were  124.  Foreign  investors 
could  also  become  a  factor,  as  they 
begin  to  explore  secondary  stocks. 

If  the  small  stocks  start  to  perform 
well  again,  how  do  you  pick  a  winner? 
Forbes  screened  the  Media  General 
database  of  almost  5,000  stocks  for 
quality  small  stocks.  The  25  compa- 


nies listed  in  the  table  below  all  have 
sales  of  less  than  $250  million  and 
market  value  under  $500  million. 
They  have  five-year  earnings  growth 
rates  of  at  least  20%  and  five-year 
average  returns  on  equity  greater  than 
20% .  Their  p/e  multiples  are  no  great- 
er than  18,  and  they  have  less  debt 
than  equity.  "Cash  flow"  as  used  in 
the  final  column  means  net  income 
after  taxes,  plus  depreciation,  less  pre- 
ferred dividends. 

A  curious  mix  turned  up  with  these 
criteria.  The  table  includes  a  compa- 
ny that  sells  software  for  computer- 
aided  design  (MacNeal-Schwendler),  a 
company  that  makes  plastic  packag- 
ing (Liqui-Box)  and  an  old  air  condi- 
tioner manufacturer  on  a  rebound 
from  near-bankruptcy  in  the  early 
1980s  (Fedders).  ■ 


A 

secondary-stock  sampler 

The  following  candidates  for  further  research  tumble 
out  of  a  computer  screen  for  small  companies  with  high 
sales  growth,  earnings  growth  and  return  on  equity.  All 

are  priced  at  less  than  18  times  earnings.  We  excluded 
companies  with  dismal  earnings  forecasts,  share  prices 
under  $5  or  obvious  problems  on  the  horizon. 

Recent 

Company/business                                            price 

— Price  range — 

1982  to  present 

high— low 

5-year  growth- 
sales  per 
share           EPS 

Earnings 
latest 
12  mo 

per  share 
1989 
est 

P/E 

Price/ 
cash  flow 

average 
ROE 

American  Bank  Conn/banking                        18' '* 

22'/4-27/s* 

7% 

22% 

21.0% 

S2.61 

NA 

7.2 

NA 

Arnold  Inds/trucking                                         32*4 

33*4-2  v8 

13 

26 

22.2 

2.95 

$2.88 

11.1 

8.6 

CVB  Financial/banking                                   30 

32    -1W 

17 

28 

21.2 

1.89 

NA 

15.9 

NA 

Dynamics  Research/computer  services            6'/2 

lOVs-l's 

13 

29 

20.6 

0.78 

0.84 

8.3 

5.8 

Ennis  Business  Forms/business  forms            lOVi 

23'/2-r/s 

9 

22 

27.4 

1.42 

1.45 

14.4 

12.2 

Fedders/air  conditioners                                   13': 

18%-2's 

15 

35 

28.1 

1.23 

1.35 

11.0 

10.9 

Hipotronics/elec  testing  equipment                 IV: 

18Vg-6'/« 

15 

33 

20.3 

1.36 

NA 

11.6 

10.6 

Howell  Inds/auto  parts                                      26Ve 

37%-2 

22 

30 

27.5 

3.52 

3.80t 

7.6 

5.0 

Johnston  Inds/textiles                                         12: 

L6tt-2Vfc 

55 

34 

21.6 

1.54 

NA 

8.0 

4.6 

Juno  Lighting/lighting  fixtures                          19*: 

24*4-3    :" 

19 

24 

25.6 

1.21 

1.31 

16.3 

15.0 

Kaydon/beanngs                                               JSM 

37      -3*4* 

10 

33 

31.7 

2.60 

2.75 

13.6 

11.0 

Liqui-Box/packaging                                           59 

70    -3*4 

13 

13 

22.5 

3.64 

NA 

16.2 

10.7 

MacNeal-Schwendler/engineering  software    W/i 

23    -AW 

28 

31 

23.5 

0.77 

0.82 

16.2 

13.4 

Northwest  Teleproductns/advertising  videos    7X/i 

8*4-    7/« 

14 

21 

22.3 

0.70 

0.95 

10.7 

4.2 

Polk  Audio/mfg  audio  speakers                         10  ■■ 

L444-4" 

19 

33 

21.3 

0.80 

1.10 

12.8 

8.9 

Presidential  Life/insurance                                18*8 

22*4-  Vi 

3 

36 

22.1 

2.06 

2.00 

8.9 

NA 

River  Forest  Bancorp/banking                         26M 

26%-  % 

33 

25 

26  1 

1  93 

2.10 

13.9 

NA 

Sigma  Designs/computer  equip                         U  : 

2 1*4-2  V 

31 

103 

26.1 

1.69 

2.02 

8.6 

8.7 

Software  Publishing/software                           22'/4 

28*4-^*4' 

13 

30 

21.8 

2.02 

2.08 

11.0 

11.5 

State-O-Maine/apparel                                        16% 

21    -3Vf 

20 

32 

20.2 

1.51 

1.65 

11.1 

10.5 

Swift  Energy /oil  &  gas                                        10"; 

18%-lM 

54 

62 

25.9 

1.37 

NA 

7.8 

6.6 

UST  Corp/banking                                           [7W 

29    -2*4 

16 

21 

20.3 

2.22 

1.98 

7.8 

NA 

Versa  Technologies/silicone  rubber  prods       16W 

17    -2% 

12 

21 

25.6 

1.07 

1.23 

15.2 

11.5 

Video  Display/computer  equip                           7 

15    -3W 

32 

29 

21.5 

0.67 

NA 

10.4 

7.8 

X-Rite/precision  instruments                             8*4 

L5Vfc-4* 

27 

33 

20.8 

0.62 

0.85 

14.1 

12.0 

•Price  history  lor  less  than  full  period   tEstimate  for  fiscal  1990     NA  Not  available 

Sources  Media  General 

tia  Lotus  CD  Investments.  Zacks  hwestmetu  Research. 
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What's  New  in  Global  Trade  Services 


John  V.  Carr  &  Son,  Inc. 

Custom  Brokers!  Freight 
Forwarders 


Established  in  1913 

"Carr  Cares" 
Over  75  Years  of  Quality  Service 

National  Brokerage  Concept 

Through  our  network  of  broker  agents,  we 
can  provide  a  paper  or  paperless  summary 
reporting  system  to  simplify  and  streamline 
your  importing  requirements  at  all  U.  S. 
ports  of  entry.  For  more  details,  call  Mr. 
Richard  Juneau,  Vice  President  of  Marketing 
at  (313)  965-1540. 

ASA  International  Ltd.,  the  established 
solution  provider  for  international  trade, 
leads  the  industry  in  providing  effective 
solutions  to  complex  computing  needs.  Since 
1972,  ASA  has  addressed  the  automation 
needs  of  the  international  trade  community 
with  a  wide  range  of  computer  software  and 
hardware  products,  consulting,  training  and 
other  professional  services.  ASA  supports 
complete  systems  for  custom  house  bro- 
kers, freight  forwarders,  consolidators, 
importers,  exporters  and  export  manage- 
ment companies.  For  additional  information, 
please  contact  David  Margaretos,  Director 
of  Sales  at  (603)  898-7000,  Extension  102. 


Orient  Overseas  Container  Line  (OOCL)  is 
one  of  the  largest.container  operators  in  the 
world  providing  customers  with  a  global, 
fully-integrated  containerized  transportation 
service  encompassing  nine  principal  trade 
areas,  including  North  America,  Europe, 
Australia,  the  Middle  East  and  comprehen- 
sive coverage  of  the  Far  East.  OOCL  owns 
or  operates  container  vessels,  container  ter- 
minals, containers  and  container  chassis. 
OOCL  has  35  convenient  locations  in  North 
America  capable  of  providing  assistance  with 
your  transportation  needs.  For  more  infor- 
mation, contact  your  local  OOCL  office. 


DEAKNTERNATDNAL 

FOREIGN  EXCHANGE  •  PRECIOUS  METALS 

Deak  International  is  a  specialty  financial 
services  company  in  foreign  exchange,  inter- 
national funds  transfer  and  precious  and  base 
metals.  Operating  internationally,  Deak  is 
composed  of  refining  and  manufacturing  facil- 
ities, trading  and  mining  capabilities  and  a 
chain  of  retail  branches  and  corporate  sales 
offices. 

Through  our  Corporate  Sales  offices,  Deak 
International  offers  our  International  Funds 
Transfer  Program.  The  IFT  program  is  a 
cost-effective,  timely,  highly  personalized 
service  oriented  towards  small  and  medium 
sized  companies  that  send  and  receive  pay- 
ments internationally. 

For  more  information,  contact  our  Market- 
ing Department  at  (416)  863-1993. 


Port  of  Oakland 
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How  Today's  Ports  Work 

Purchased  by  over  2,000  major  transporta- 
tion companies  worldwide,  Modem  Marine 
Terminal  Operations  and  Management  is 
the  definitive  text  on  shipping.  The  hard- 
bound 326-page  text  covers  all  aspects  of 
cargo  movement  through  ports.  Lucid, 
easy-to-read,  packed  with  diagrams,  tables 
and  photos.  Extensive  glossary,  thorough 
index.  Christmas  discount  if  ordered  by 
December  15: 1-5  copies,  $45  ea.,  6-10,  $40 
ea. ,  over  10,  $35  ea.  To  order,  call  the  Port 
of  Oakland  (800)  227-2726.  In  California 
(415)  444-3188,  ext.  303. 


Global  Trade 


/Sn 


FOREIGN  CREDIT 


INSURANCE 


ASSOCIATION 


The  Foreign  Credit  Insurance  Association 
(FCIA),  an  association  of  leading  private 
insurance  companies  working  in  cooperation 
U.  S.  Export/Import  Bank,  offers  export 
credit  insurance  protection  against  non-pay- 
ment by  foreign  businesses. 

The  insurance  is  a  marketing  tool,  enabling 
exporters  to  extend  credit  to  overseas  pros- 
pects in  new  markets  that  might  otherwise 
be  too  risky.  It  is  also  a  financing  tool,  using 
FCIA-insured  receivables  as  collateral.  For 
additional  information,  contact  Sharyn  Hess 
at  212-227-7020. 


/llitalia 


CARGO  SYSTEM 


Alitalia's  Cargo  System  plays  a  major  role 
in  Italian  and  world  trade,  operating  flights 
to  over  90  destinations  around  the  world. 
Alitalia,  the  airline  of  Italy,  is  the  only  car- 
rier with  direct  747  main  deck  lift  from 
North  America  to  Italy. 

Alitalia  has  30  flights  each  week  from  New 
York,  Los  Angeles,  Chicago,  Toronto,  and 
Montreal.  Call  1-800-221-4745  or  your  local 
Alitalia  sales  office  for  more  information. 


HongkongBank 


For  over  a  century,  HongkongBank  has  been 
the  world  leader  in  trade  finance  in  the  Pacific 
Rim.  Providing  unmatched  knowledge  of 
local  markets,  pitfalls  and  trading  opportuni- 
ties. Offering  foreign  exchange  in  standard 
and  nonstandard  currencies.  Our  network  of 
over  1,300  offices  in  more  than  50  countries 
assures  control  and  efficiency  in  both  sides  of 
the  transaction.  For  more  information  about 
a  global  bank  with  local  flexibility  to  make  fast 
decisions,  call  Jim  Wells  at  1-800-CALL- 
HKB. 

Editoral  Offices: 

North  American  Publishing  Co. 

401  North  Broad  Street 

Philadelphia,  PA  19108 

(215)  238-5300 


Their  investment 
just  paid  off. 


FIRST  TIME  WINNERS 


Bayer  USA  Inc. 

Pittsburgh,  Pennsylvania 

BellSouth  Corporation 
Southern  Bell 

Atlanta,  Georgia 
South  Central  Bell 

Birmingham,  Alabama 

C&P  Telephone  — 

A  Bell  Atlantic  Company 

Washington,  DC. 

Dominion  Bankshares 
Corporation 
Roanoke,  Virginia 

First  National  Bank  of  Pulaski 
Pulaski,  Tennt 


Marine  Midland  Bank,  N.A. 
New  York,  Nrw  York 

Modesto  Lanzone's 

San  Francisco,  California 

Phelps,  Inc. 
Greeley,  Colorado 

The  Progressive  Corporation 

Mayfield  Heights.  Ohio 

The  Second  National  Bank 
of  Warren 

Warren,  Ohio 

The  Troy  Savings  Bank 

Troy.  New  York 

Vinson  &  Elkins 
Austin,  Ie\a> 


RETURN  WINNERS 

The  Irvine  Company 

Neioport  Beach,  California 

Martin  Marietta  Corporation 

Bethcsda,  Maryland 

NCNB  National  Bank  of 
South  Carolina 

Columbia,  South  Carolina 

New  York  Telephone 

New  Y'!k  New  York 

Sara  Lee  Corporation 
Chicago,  Illinois 


A  business  investment 
in  the  arts  can  yield 
unusually  high  returns. 

Last  year,  it  meant  higher 
sales  for  these  companies 
through  increased  visibility 
and  a  positive  public  image. 
It  also  brought  them  a 
more  enjoyable  work- 
ing environment. 
Their  investment 
in  the  arts  paid 
oft  once  again. 
This  time  in  the 
form  of  national  recognition 
and  an  award  — sponsored 
by  the  Business  Committee 
for  the  Arts  and  FORBES 
Magazine. 

The  winners  are  busi- 
nesses ol  all    izes  from  every 
corner  of  America.  The  one 


DISTINGUISHED  WINNERS 

AT&T 

New  York,  New  York 

Dayton  Hudson  Corporation 

Minneapolis,  Minnesota 

Metropolitan  Life  Insurance 

Company  & 

Metropolitan  Life  Foundation 

New  York,  New  York 

C.  J.  Segerstrom  &  Sons 

Costa  Mesa,  California 

Southwestern  Bell  Corporation 

St.  Louis,  Missouri 


thing  they  have  in 
common  is  an  under- 
standing of  how  busi- 
ness and  the  arts  can 
benefit  one  another. 
To  find  out  how  your 
company  can  profit  through  a 
partnership  with  the  arts  — 
and  qualify  for  next  year's 
awards  — contact  the 
Business  Committee  for 
the  Arts,  Inc.,  1775  Broad- 
wav,  Suite  510,  New  York, 
New  York  10019.  Or  call 
(212)  664-0600. 

Invest  in  the  arts. 
It'll  pay  off  for  your 
company  too. 

You  may  even  find 
yourself  in  the  spot- 
light come  next  year. 


El 


BUSINESS  COMMITTEE 
FOR  THE  ARTS,  INC. 
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Capital  Markets 


MONEY  &  INVESTMENTS 


In  peddling  bond  unit  trusts,  sponsors 
have  been  using  misleading  yield  figures. 
The  SEC  has  told  them  to  stop.  About  time. 

DOESN'T  HONESTY 
SELL? 


true  yield  far  lower  if  account  is 
taken  of  the  capital  loss:  The  bond 
bought  at  110  will  eventually  ma- 
ture at  only  100.  Under  the  year-old 
rule  for  mutual  funds,  the  yield  on 
premium  bonds  must  be  adjusted 
downward  to  reflect  this  anticipat- 
ed capital  loss. 

Now  the  sec  is  extending  the 
yield  regulation  to  unit  trusts.  Al- 
though it  hasn't  yet  come  up  with 
the  final  formula  that  unit  trusts 
should  use  in  calculating  yields,  it 
has  a  pretty  good  idea  of  what  it 
wants.  On  July  26  the  sec  made  its 
point  by  telling  Shearson  that  the 
unit  trust  the  firm  was  about  to 
sponsor  would  have  to  highlight  a 
more  realistic  5.8%  estimated  long- 
term  return,  rather  than  the  6.5% 
estimated  current  return  Shearson 
planned  to  advertise. 

How  did  the  sec  come  up  with 
the  lower  figure?  By  calculating  a 
yield  to  first  call  date  for  premium 
bonds  that  are  likely  to  be  called. 
Example:  The  trust  was  going  to 
include  a  13  lA%  issue  from  Cleve- 
land Clinic  at  a  price  of  122  Vi,  for  a 
current  yield  of  10.2%.  But  the  hos- 
pital is  virtually  certain  to  call  the 
bond  in  1992  at  a  price  of  102.  If  that 
happens,  a  buyer  of  this  bond  would 
have  earned  a  mere  6.5%  total  an- 
nual return  between  purchase  and 
redemption. 

Evidently  there  is  some  difficulty 
selling  bond  trusts  with  full  disclo- 
sure. Shearson  canceled  the  deal, 
unloading — at  a  loss — the  $18  mil- 
lion in  bonds  it  had  accumulated 
with  the  intention  of  packaging 
them  into  the  trust. 

Shearson's  excuse:  Everybody 
else  was  doing  it.  Indeed,  Bear, 
Stearns  &.  Co.  had  recently  market- 
ed two  tax-exempt  unit  trusts  with 


A  very  strange  thing  happened  this 
summer  when  Shearson  Lehman 
Hutton  submitted  papers  to  the  Se- 
curities &  Exchange  Commission 
for  a  proposed  unit  investment  trust 
of  short-  to  intermediate-term  tax- 
exempt  bonds.  The  sec  told  Shear- 
son  that  it  wouldn't  allow  the  offer- 
ing unless  Shearson  were  more  ac- 
curate about  the  estimated  yield 
from  the  portfolio.  So  Shearson 
withdrew  the  offering. 

The  sec  action,  which  took  unit 
investment  trust  marketers  on  Wall 
Street  by  surprise,  is  the  sequel  to  a 
1988  crackdown  on  the  advertising 
of  bond  fund  yields.  The  1988  regu- 
lation applied  only  to  open-end 
funds — that  is,  those  that  sell  and 
redeem  shares  continuously.  A  unit 
trust,  in  contrast,  is  a  subspecies  of 
closed-end;  the  uit's  portfolio  is 
fixed,  the  number  of  units  is  fixed 
and  investors  who  want  out  before 
the  trust  matures  must  sell  it  back 
to  the  sponsor. 

What  riles  the  authorities  is  the 
practice  of  using  high-coupon,  pre- 
mium-priced bonds  to  report  unre- 
alistic yields  on  a  mutual  fund  or 
unit  trust.  For  example,  a  10%  cou- 
pon bond  priced  at  1 10  has  a  current 
yield  of  about  9%,  yet  may  have  a 

Ben  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


even  more  aggressive  use  of  high- 
coupon  bonds.  And  Bear,  Steams 
didn't  invent  the  technique.  As  long 
ago  as  1985,  David  Lerner  Asso- 
ciates was  peddling  tripic-tax-ex- 
empt  Empire  unit  trusts  to  New 
York  residents,  making  use  of  simi- 
lar methods  to  boost  advertised 
yield.  Robert  Topol,  director  of  unit 
trusts  at  Shearson,  says  that  he 
would  welcome  fuller  disclosure  of 
yields  on  unit  trusts — so  long  as  his 
competitors  follow  suit.  "We  feel 
the  investor  should  have  two  num- 
bers— estimated  current  return  and 
estimated  long-term  yield  based  on 
when  the  bonds  mature,"  he  says. 

Common  among  the  yield  boost- 
ers is  a  high-ball/low-ball  portfolio 
strategy.  Here's  how  it  works.  The 
trust  sponsor  includes  some  high- 
coupon  bonds  to  boost  the  current 
yield.  Then  the  firm  throws  in  a 
bunch  of  zero-coupons  to  camou- 
flage the  capital  loss  built  into  the 
high-coupon  bonds.  Without  the  ze- 
ros, the  sponsor  might  be  offering  a 
unit  trust  at  $1,100  with  a  maturity 
value  of  $1,000.  That  would  scare 
away  buyers.  But  with  the  zeros  it  is 
possible  to  offer  the  trust  at,  say, 
$950  and  talk  about  a  maturity  val- 
ue of  $1,000,  all  the  while  advertis- 
ing a  very  high  "current  yield." 

How  can  a  unit  trust  have  an  en- 
hanced yield  and  a  capital  gain?  It 
can't,  of  course,  unless  the  bonds 
are  from  very  shaky  issuers.  The 
fallacy  in  the  calculations  is  a  very 
subtle  one.  It  has  to  do  with  the  fact 
that  the  loss  on  the  premium  bonds 
is  likely  to  occur  within  five  to  sev- 
en years,  as  bonds  are  called,  while 
the  apparent  capital  gain  from  the 
zeros  is  1 5  or  more  years  off. 

The  sec  aims  to  put  a  stop  to  this 
mischief,  as  it  did  to  yield  distor- 
tions among  open-end  funds.  A 
committee  of  unit  trust  sponsors, 
with  members  from  Nuveen,  Shear- 
son,  Van  Kampen  Merritt,  Merrill 
Lynch  and  others,  is  at  work  search- 
ing for  a  fair  yield  formula  that  will 
satisfy  the  sec. 

In  the  meantime,  pay  close  atten- 
tion to  the  prospectus.  Take  note  of 
how  the  bonds  are  put  into  the  trust 
at  their  "asked"  price,  which  al- 
ready represents  a  2%  or  so  premi- 
um over  the  bid  price.  On  top  of  this 
markup,  the  trust  sponsor  and  the 
brokers  doing  the  selling  take  a 
load,  or  sales  commission,  which 
can  range  from  3%  to  a  little  over 
5%.  If  you  might  need  your  money 
before  maturity,  you'd  be  better  off 
in  a  no-load  open-end  fund.  ■ 
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MONEY  &  INVESTMENTS 


This  bull  market  wont  end  with  a  bang 
like  1987s.  It  will  kind  of  creep  up  on  us. 
It's  time,  therefore,  to  get  ready  for  it. 

THE  QUIET  BEAR 


By  Kenneth  L.  Fisher 


Since  my  forecast  last  month  of 
tougher  times  ahead,  the  stock  mar- 
ket dropped  3%,  junk  bonds  re- 
coiled from  their  worst-ever  shake- 
out  and  foreign  money  markets 
marched  to  even  higher  rates  and 
more  steeply  inverted  yield  curves. 

But,  no,  this  is  not  Armageddon. 
The  bear  market  I  predicted  in  my 
Sept.  18  column  will  probably  be  a 
painfully  slow,  gradually  sinking  af- 
fair, not  an  Oct.  19,  1987-like  panic. 
Most  folks  fight  the  last  war,  and 
since  1987  was  so  terribly  wild,  ev- 
eryone tends  to  be  wary  of  a  repeat. 
But  things  don't  work  that  way.  The 
1987  crash  was  foreshadowed  by 
volatile  markets  with  100-plus- 
point  intraday  swings.  The  subse- 
quent recovery  has  been  much  more 
orderly  and  so,  I  suspect,  will  the 
coming  decline  be  orderly.  This 
time  the  old  saw  will  once  again  be 
true:  "Bull  markets  die  with  a 
whimper,  not  with  a  bang." 

It  is  that  good-feeling,  long-last- 
ing seduction  made  of  nonvolatile, 
small  and  steady  price  fluctuations 
and  relatively  light  trading  that 
characterizes  both  the  last  gasps  of 
most  bull  markets  and  the  first  two- 
thirds  of  most  major  bears. 

Kenneth  I  FisheubaWoodslae.Cati/  based 
money  manager  He  has  written  two  books 
The  Wall  Street  Waltz  mid  Super  Minks 


Why  do  I  expect  problems  when 
the  government  economic  statistics 
sound  as  good  as  they  do?  Because  I 
put  little  stock  in  government  num- 
bers, cnp,  employment  data,  trade 
deficits  and  all  the  rest  are  con- 
structed with  a  planned  potential 
error  of  about  5%,  often  more  than 
the  conclusion  cited.  Then,  in  the 
next  few  years,  to  get  them  right, 
they  are  revised  more  often  than  my 
son  visits  home  from  college. 

But  even  if  they  were  accurate, 
interpretation  is  tricky.  Take  last 
month's  headline  of  the  trade  defi- 
cit at  its  lowest  level  since  1984. 
Sounds  good.  Is  it?  Well,  if  it's  accu- 
rate, it's  a  sign  of  recession,  because 
it  supposedly  came  from  our  ex- 
ports' falling  less  than  imports. 

Our  big  trade  deficit  of  recent 
years  merely  has  reflected  our  econ- 
omy's being  too  strong.  We  have 
bought  everything  we  made,  and 
much  of  what  everybody  overseas 
made.  As  our  economy  declines,  so 
will  our  foreign  buys,  and  the  trade 
deficit  headlines  will  sound  seduc- 
tively good  to  most  folks — at  first. 

Then  comes  Wall  Street's  seduc- 
tive warming.  The  market  letters 
have  become  bullish — laced,  of 
course,  with  safety  net-like  calls  for 
microcorrections,  but  still  basically 
bullish.  There  are  few  predictions  of 
big  stock  market  declines.  Then, 
too,  there  is  the  telltale  danger  sign, 
capitulation  by  long-term  profes- 
sional bears  who  have  been  pres- 
sured to  throw  in  the  towel.  Most 
recent  has  been  Dean  Witter's  bear- 
ish chief  strategist,  John  Mendel- 
son.  When  he  wouldn't  cave  in,  his 
firm  capitulated  for  him  by  publicly 
rmng  him — front  page  and  all. 

There  is  just  too  much  good  news 
and  too  many  good  numbers.  Tough 


realities  are  only  distant  memories. 
Yet  as  I  said  last  month,  the  econo- 
my appears  to  be  sliding  right  now. 

What  should  the  investor  do? 
Since  I  believe  in  stocks  more  than  I 
believe  in  anybody's  forecasts,  mine 
included,  I  don't  suggest  getting  out 
of  the  stock  market.  I  do  recom- 
mend concentrating  in  defensive, 
cheap  stocks  of  companies  that  are 
well  positioned,  where  their  cus- 
tomers won't  easily  stall  purchases 
in  tough  times  and — most  key — 
where  the  companies  have  little 
debt.  This  way,  you  can't  get  hurt 
too  badly  in  a  bear  market,  but  will 
profit  if  my  bearishness  is  wrong. 

Since  debt  has  been  the  driving 
force  of  the  last  seven  years'  LBO-led 
bull-bulge,  it  will  also  be  the  back- 
firing pin  of  the  upcoming  bear.  So 
while  we  are  in  the  whimpering  tag- 
end  stage  of  this  bull,  and  before  the 
necessary  and  probably  classic  roll- 
ing-top rolls  over  and  dies,  I  would 
sure  exit  any  nonsensical  leveraged 
takeover  plays  like  F.colab  (29).  It 
sounds  sexy,  and  doesn't  seem  pric- 
ey, but  it  has  enough  debt  and  good- 
will to  make  you  gag.  Working  capi- 
tal is  tiny  relative  to  current  obliga- 
tions, and  earnings  are  falling.  In  a 
recession  customers  could  stall  off 
their  shrub  care  and  pest  control 
virtually  forever. 

Much  worse  is  Golden  Nugget  (26), 
whose  big  hope  is  its  soon-to-be  fin- 
ished mammoth  Mirage  casino-re- 
sort in  Las  Vegas.  Skip  the  gamble. 
This  stock,  valued  at  $410  million, 
could  be  the  mirage  soon.  With  al- 
most a  billion  bucks  of  long-term 
debt,  only  $28  million  of  equity,  a 
minuscule  $15  million  of  noneam- 
mg  cash  flow  and  no  profits,  a  rough 
economy  should  turn  high-roller 
Chief  Executive  Stephen  Wynn's 
story  into:  "ceo  loses." 

And  if  we  are  near  the  top,  you 
don't  want  to  own  glitz  like  Topps 
(25,  o-t-c) — the  ultimate  fad  stock. 
Rippling  off  the  soon-to-be-short- 
hved  Batman  craze,  it  is  time  to  see 
that  this  $521  million  valuation  is 
built  on  Bazooka  bubble  gum  and 
baseball  cards,  topped  with  negative 
net  worth,  no  working  capital,  $127 
million  of  debt,  too-fat  profit  mar- 
gins and  only  $7  million  of  nonearn- 
mg  cash  flow — all  brought  to  you 
via  lbo  artist  Forstmann-Leff.  This 
bear  market  probably  won't  be  a 
shocker.  It  will  be  seen  at  first  as  a 
mild  correction — and  then  keep 
dribbling  down  from  there.  Don't 
wait  too  long.  Own  defensive  stocks 
only,  which  means  avoiding  debt.  ■ 
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By  Mark  Hulbert 


How  good  are  these  asset  allocators?  It 
depends  on  the  performance  standard. 

YOU  CAN  BEAT 

THE  MARKET 

AND  STILL  LOSE 


for  the  unified  field  theory  in  phys- 
ics, comprehending  several  markets 
simultaneously.  Recently  the  num- 
ber of  investment  letters  offering 
such  strategies  has  jumped  sharply. 
I  now  have  a  year  or  more's  worth  of 
performance  data  on  eight  of  them. 

How  have  they  done?  To  find  out, 
I  measured  their  performance  on  a 
pure  timing  basis,  using  total-return 
indexes  for  the  various  markets. 

At  the  top  of  the  list  over  the  18 
months  through  mid- 1989  is  Don- 
oghue's  Money  letter,  which  switches 
between  gold  and  both  domestic 
and  international  stocks  and  bonds. 
It  produced  a  return  of  13.9%.  In 
second  place:  the  Garside  Forecast. 
Its  asset  allocation  advice  for 
"aggressive"  traders  produced  a  bet- 
ter return  (18.2%)  than  Donoghue's, 
but  Garside's  rank  drops  to  second 
when  this  is  averaged  with  the  9.1% 
achieved  by  his  "total  return"  strat- 
egy. Third:  the  Peter  Dug  Investment 
Letter,  with  13.1%. 

Are  these  performances  good,  bad 
or  indifferent?  Answering  this  turns 
out  to  be  more  complicated  than 
you  might  think.  It  depends  on  the 
standard.  None  of  the  strategies 
comes  close  to  the  34.9%  total  re- 
turn achieved  by  stocks  over  these 
18  months,  but  they  all  did  better 
than  gold  bullion,  down  23.3%. 

Which  is  only  to  say  that  the 
stock  market  has  been  the  place  to 
be  the  last  18  months  and  gold  the 
place  to  stay  out  of.  A  perfect  asset 
allocation  letter  would  have  fore- 
seen that,  but  there  is  no  perfection 
in  the  world  of  prognostication.  The 
test,  then,  for  asset  allocation  mod- 
els is  to  compare  them  with  an  in- 
dex that  covers  the  major  markets 
equally:  domestic  and  international 
stocks  and  bonds,  Treasury  bills  and 


Beating  the  market  is  of  course  the 
name  of  the  investment  game. 
Some  academics  say  that  doing  so 
consistently  is  impossible — or,  at 
best,  a  matter  of  luck.  But  the  moni- 
toring of  investment  letter  perfor- 
mance in  ray  Hulbert  Financial  Digest 
has  shown  that,  while  beating  the 
market  is  tough,  it's  not  impossible. 

But  sometimes  I  worry  that 
"beating  the  market"  is  itself  a  rath- 
er academic  concept.  It  depends  on 
picking  stocks  that  will  outperform 
the  broad  averages,  but  there  are 
times  when  investors  would  do  bet- 
ter to  be  light  on  stocks,  even  the 
best  performers,  and  heavy  on 
something  else,  be  it  cash  or  gold  or 
bonds.  So,  isn't  the  more  powerful 
(and  practical)  consideration  how 
we  divide  our  assets  between  vari- 
ous markets?  Just  being  in  stocks  at 
the  right  points  in  this  bull  market 
decade  would  have  swamped  some 
slick  stock  picking.  And  there  are 
other  times  when  stocks  are  the 
worst  place  to  be. 

Asset  allocation  strategies  take  a 
broader  view  than  just  beating  the 
market.  In  effect,  they  are  the  in- 
vestment equivalent  of  the  search 

Mark  Hulbert  is  editor  of  the  Alexandria, 
Va.  based  Hulbert  Financial  Digest  His 
newest  bcx>k  «  The  Hulbert  Guide  to  Finan- 
cial Newsletters  (Probus  Publishing) 


gold.  Combined,  these  can  be  re- 
garded as  a  sort  of  "all-market  in- 
dex." Impressively,  all  three  win- 
ners outperformed  the  8.4%  average 
return  of  these  six  markets. 

I  think  the  fundamental  standard 
for  judging  the  success  of  a  letter's 
"unified  market  theory"  should 
probably  be  the  money  market  rate. 
This  is  what  you  could  earn  while 
taking  no  risk  at  all. 

And  this  turns  out  to  be  a  surpris- 
ingly stiff  standard,  at  least  over 
these  18  months.  Only  the  three 
letters  mentioned  above  did  better 
than  the  11.2%  that  could  have 
been  earned  in  Treasury  bills.  The 
other  five  I  have  data  for  did  less 
well,  with  the  mutual  fund  asset 
allocation  strategy  of  Craig  Corco- 
ran's  Futures  Hotline  at  the  bottom, 
gaining  8.9%. 

Another  problem  with  the  asset 
allocation  letters  is  that  some  of 
them  arc  complicated  to  follow.  It 
would  have  been  fairly  easy  to  fol- 
low Donoghue's  Moneyletter  or  the 
Peter  Dag  Investment  Letter,  for  exam- 
ple, since  they  altered  their  recom- 
mended allocations  relatively  infre- 
quently. Following  the  Garside  Fore- 
cast wouldn't  have  been  so  easy, 
however.  Garside  recommended  72 
changes  in  his  allocation  in  18 
months.  All  for  an  average  return 
among  his  two  strategies  of  less 
than  2%  more  than  the  T  bill  rate. 

Why  should  anyone  take  the  risks 
and  incur  the  costs  involved  in 
shifting  assets  around  in  volatile 
markets  when  he  could  have  done 
almost  as  well  in  a  money  market 
fund?  My  answer  is  that  few  inves- 
tors actually  concentrate  all  their 
investments  in  one  market — and 
when  they  do  they  are  quite  likely 
to  concentrate  in  the  wrong  place. 

Successful  asset  allocation  is  the 
ultimate  goal  of  the  investment  ad- 
viser. If  the  "all-market"  standard, 
equivalent  to  a  buy-and-hold  ap- 
proach, is  used  for  comparison,  each 
of  the  eight  strategies  in  my  study 
succeeded  over  these  18  months. 
This  seems  to  me  to  be  a  hopeful 
development  for  investors,  given 
the  real  choices  that  actually  con- 
front them.  An  investor  could,  for 
example,  "beat  the  market"  yet  lose 
heavily  by  being  in  the  wrong  mar- 
ket. Every  market  has  its  season. 

Are  the  asset  allocation  models 
less  than  perfect?  Yes,  but  that's  no 
reason  to  ignore  them.  Physicists 
have  spent  decades  trying  to  formu- 
late a  viable  unified  field  theory — 
and  they're  still  working  at  it.  ■ 
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MONEY  &  INVESTMENTS 


Manufacturers  should  emulate  Wall 
Street  by  actively  recruiting  the  nations 
best  and  brightest  young  managers. 


JB.A.S  WITH 
BLUE  COLLARS 


By  A.  Gary  Shilling 


The  cost-cutting  in  and  restructur- 
ing of  industry  is  undoubtedly  the 
most  exciting  development  in  cor- 
porate America  in  decades.  Blue- 
collar  payrolls  have  been  cut  dra- 
matically; layers  of  middle  manage- 
ment have  been  eliminated; 
businesses  unrelated  to  the  main- 
stream of  firms  are  being  sold;  and 
inventory  control  techniques,  plant 
layouts  and  transport  systems  are 
all  being  revised. 

Solid  except  in  one  major  area — 
recruiting.  Any  chief  executive  will 
agree  that  his  most  important  asset 
is  people,  but  most  manufacturers 
do  little  to  recruit  young,  entry-lev- 
el management  material.  In  con- 
trast, the  investment  bankers  cer- 
tainly aren't  bashful  about  going  af- 
ter the  best  and  the  brightest. 

They  send  employees  who  are  re- 
cent grads  back  to  their  campuses  to 
interview  the  cream  of  the  crop,  and 
wine  and  dine  those  who  make  the 
first  cut  at  the  best  restaurants.  The 
fortunate  ones  get  invitations  to 
New  York  for  further  interviews, 
and  arc  coached  by  those  same  re 
cent  alumni,  who  by  now  are  their 

A  Gary  Shilling  is  president  of  A  Gary  Shil- 
ling <  momit  consultants  and  asset 
managers  His  firm  publishes  Insight,  a 
monthly  newsletter  covering  the  business 
outlook  and  investment  strategy 


mentors.  And  do  they  take  the  bus 
to  New  York?  No  way!  Rent  a  car  of 
your  choice,  and  we  will  put  you  up 
at  a  fancy  hotel. 

Then  comes  the  offer,  which 
downplays  the  standard  80-hour 
week  of  dull  number-crunching  and 
highlights  the  big  starting  salary, 
sign-up  money,  moving  expenses, 
guaranteed  first-year  bonus,  illu- 
sions of  a  Michael  Milken-size  in- 
come in  a  few  years  and  the  alleged 
glamour  of  New  York.  It  would  take 
a  young  person  of  rare  perspective  to 
turn  all  this  down  in  favor  of  a  qual- 
ity inspector's  job  on  an  assembly 
line  in  Paducah,  Ky. 

I  know  of  one  case  of  a  young  man 
who  had  a  technology  degree  from 
Stanford  and  an  M.B.A.  from  Whar- 
ton. On  graduating  from  Wharton 
he  decided  to  go  into  manufactur- 
ing, but  scarcely  any  recruiters  in 
that  field  showed  up.  Finance?  Mar- 
keting? Strategic  planning?  No 
problem.  But  not  manufacturing.  In 
the  end,  he  had  to  do  his  own  job 
search.  Significantly,  the  two  com- 
panies that  showed  the  most  inter- 
est in  him  are  two  of  the  most  high- 
ly respected  high-technology  manu- 
facturing firms  in  the  country.  He 
now  works  for  one  of  them. 

To  add  insult  to  injury,  the  pub- 
lic image  of  manufacturing  is  terri- 
ble— many  see  it  as  inhabited  by 
polluting,  grubby  dullards.  Can 
you  name  one  tv  program  in 
which  the  hero,  whether  he's  the 
caring,  touchy-feely  type  or  the 
classic  tough  guy,  is  in  manufac- 
turing? He's  always  in  medicine, 
law,  advertising,  journalism  or 
some  other  service  occupation.  Is 
it  any  wonder  the  Japanese  clobber 
us  when  it  comes  to  manufactur- 
ing excellence? 


Manufacturers  justify  their  re- 
cruiting approach  by  noting  the  dif- 
ficulty of  competing  with  the  glam- 
our and  compensation  of  Wall 
Street.  They  also  point  out  that 
many  young  people,  with  or  with- 
out M.B.A.s,  expect  to  be  plant 
managers  almost  right  away. 

So  the  bright  young  grads  give 
manufacturing  a  wide  berth,  and 
the  manufacturers  pretend  not  to 
care.  Tell  that  to  the  Japanese. 

Now  is  the  time  to  change  all 
this.  Wall  Street  is  in  trouble,  and 
its  appeal  to  newcomers  may  fade 
for  at  least  the  next  several  years. 
The  disintegration  of  junk  bonds 
should  put  a  heavy  damper  on  lever- 
aged buyouts,  the  only  booming 
part  of  investment  banking.  The 
rest  of  the  business  is  already  in  the 
tank.  This  may  be  a  time  when  the 
more  imaginative  of  the  grads  will 
see  that  Wall  Street  isn't  the  prom- 
ised land  and  that  they  might  do 
better  working  in  an  area  where 
their  services  are  badly  needed. 

Manufacturers  should  not  only 
take  advantage  of  Wall  Street's 
plight,  but  also  take  a  leaf  from  its 
book  and  actively  recruit  the  na- 
tion's best  and  brightest  college 
grads  and  new  M.B.A.s.  Recruiters 
can  also  point  out  to  these  candi- 
dates that  the  opportunities  in  man- 
ufacturing haven't  been  this  bright 
since  the  Industrial  Revolution. 

A  young,  hard-charging  manager 
in  manufacturing  no  longer  has  to 
wait  30  years  for  someone  to  die  or 
retire  in  order  to  get  ahead.  The 
deadwood  has  been  pruned,  letting 
the  sunlight  in  on  vigorous  new 
growth.  And  he  doesn't  have  much 
competition.  Wall  Street  has  soaked 
up  one-third  of  new  Harvard  and 
Stanford  M.B.A.s  in  recent  years, 
but  not  many  graduates  of  either 
place  are  out  in  the  hinterlands 
churning  out  the  goods  that  once 
made  America  famous. 

I  did  my  bit  for  the  cause  this  past 
spring  when  I  arranged  for  one  of  my 
sons,  then  a  senior  at  Amherst,  to 
visit  chief  executives  and  other  top 
managers  in  some  of  America's  fin- 
est manufacturing  firms.  My  indus- 
trial clients  cooperated  and  were 
impressed  enough  to  offer  him  in- 
teresting jobs. 

Were  my  efforts  successful?  He 
plans  to  work  in  manufacturing  lat- 
er, but  on  Aug.  1  he  joined  the  in- 
vestment banking  arm  of  Shearson 
Lehman  Hutton  Inc.  Something  is 
wrong  here,  and  it  is  time  to  remedy 
it  all.  ■ 
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MONEY  &  INVESTMENTS 


By  Frederick  E.  Rone  Jr. 


Short-selling  is  a  scary  game:  You  can  be 
dead  right  and  still  lose  a  lot  of  money. 

WHERE  DID  I  GO 
WRONG,  DOCTOR? 


the  last  couple  of  decades  is  Bob 
Wilson,  now  retired.  Wilson  was 
fun  to  talk  to  because  of  his  intelli- 
gence and  his  knack  for  sounding 
like  an  oracle.  I  can  remember  call- 
ing him  in  frustration  to  talk  about 
a  short  sale  going  the  wrong  way.  "I 
can't  believe  people  are  still  bidding 
this  stock  up,"  I  would  say.  "Shad," 
Wilson  would  reply  calmly,  "the 
bulls  are  our  friends."  Without 
them  the  stock  would  never  have 
reached  a  level  where  short-selling 
seemed  a  sure  thing. 

Three  years  ago  I  had  a  bad  short- 
sale  experience  that  illustrates  a  les- 
son valuable  today.  In  the  fall  of 
1986  it  should  have  been  obvious 
that  our  Texas  economy  was  in 
trouble.  The  price  of  oil  had  broken 
from  $28  the  previous  January  to  as 
low  as  $10.  The  38  million  square 
feet  of  vacant  office  space  in  Dallas 
alone  had  been  well  publicized.  Ex- 
uberant developers  no  longer  spoke 
of  the  looming  office  space  short- 
age, which  would  force  important 
executives  to  office  in  tents. 

I  looked  around  for  another  way  to 
participate  in  the  downside  that  I 
envisioned.  In  early  December  1986 
I  shorted  Texas  Commerce  Bank- 
shares,  which  at  $24  seemed  grossly 
overpriced  relative  to  its  prospects. 
A  few  days  later  New  York's  Chemi- 
cal Banking  Corp.  announced  that  it 
was  acquiring  Texas  Commerce  at  a 
premium  to  the  market.  Had  Chem- 
ical held  off,  the  results  at  Texas 
Commerce,  I  believe,  would  have 
been  similar  to  those  at  MCorp  and 
FirstRepublic — oblivion.  Chemi- 
cal's decision  to  buy  the  bank  may 
have  been  a  foolish  one,  but  that 
didn't  save  my  short  position.  The 
lesson  I  learned  is:  You  can  be  right 
in  principle,  but,  with  bad  timing, 


Short-selling  is  an  intriguing  game, 
but  not  everyone  should  try  to  play 
it.  One  of  the  investment  world's 
oldest  adages  is  "Wall  Street's 
graveyards  are  filled  with  people 
who  were  right  too  soon."  Most  of 
them  must  be  short-sellers.  Short- 
sellers  who  are  right  too  soon  fre- 
quently fill  their  psychiatrists' 
waiting  rooms  long  before  they 
make  it  to  the  grave.  Being  too  early 
on  a  long  creates  boredom.  Being 
too  early  on  a  short  creates  a  level  of 
anxiety  that  those  who  have  not 
experienced  it  can  hardly  imagine. 

Since  risk  in  a  short  sale  is  theo- 
retically unlimited,  it  has  been  my 
experience  that  short-sale  research 
is  generally  more  thorough  than  the 
research  that  accompanies  a  buy 
recommendation.  What  the  short- 
sale  analyst  usually  is  looking  for  is 
a  "train  wreck,"  a  disaster  prefera- 
bly just  around  the  next  bend. 

The  wait  can  be  excruciating. 
Once  the  short-sale  analyst  is  con- 
vinced of  his  facts  and  takes  a  posi- 
tion, it  always  seems  as  though  the 
shorted  stock  keeps  going  up.  He 
feels  he  is  hallucinating. 

The  most  famous  short-seller  of 


Frederick  E.  (Shad)  Roue  Jr.,  a  guest  colum- 
nist, is  the  general  partner  of  Greenbrier 
Partners,  a  hedge  fund.  He  was  born,  raised 
and  still  Hies  in  Dallas. 


forces  beyond  your  control  can  de- 
stroy your  principal. 

Lenders  and  investors  have  the 
same  great  affection  for  airplanes  in 
1989  that  they  had  for  Texas  office 
buildings  earlier.  Both  have  the  ap- 
pearance of  being  appreciating  assets 
with  excellent  collateral  value. 
Somehow  the  more  office  buildings 
and  airplanes  that  are  built,  the  more 
valuable  they  all  become — old  ones, 
new  ones.  "The  value  is  there."  All 
memories  of  the  law  of  supply  and 
demand  have  been  erased. 

Airline  traffic  is  currently  flat,  as 
are  the  total  dollars  that  are  being 
spent  for  air  travel.  Meanwhile,  the 
redeployment  of  Eastern  has  added 
to  the  supply  of  available  seat  miles. 
Technology  is  making  obsolete  a 
good  deal  of  business  travel,  the  life- 
blood  of  the  airline  business.  And 
finally,  in  the  fourth  quarter  of  this 
year  the  massive  deliveries  of  new 
aircraft  ordered  years  ago  begin  in 
earnest.  When  demand  is  flat,  and 
supply  is  expanding  almost  expo- 
nentially, what  does  that  say  about 
the  prospects  for  prices  and  profit? 

Needless  to  say,  I  remain  bearish 
on  the  airline  industry,  particularly 
those  participants  within  the  indus- 
try with  stressed  balance  sheets.  At 
a  time  of  record  industry  profits, 
and  before  the  ramp-up  in  available 
seat  miles,  the  numbers  at  Texas  Air 
(19)  are  wretched.  I  think  the  stock 
is  a  short.  Be  forewarned,  though, 
that  there  are  still  lenders  and  in- 
vestors operating  on  the  "appreciat- 
ing asset"  theory  of  airline  finance 
rather  than  supply  and  demand. 

Following  the  same  line  of  rea- 
soning, International  Lease  Finance 
(28)  also  looks  intriguing.  It  lends 
money  on  appreciating  airline  as- 
sets,- it's  curtains  for  them  if  and 
when  the  airplane  finance  bubble 
finally  bursts.  Metro  Airlines  (10),  a 
Houston-based  feeder  airline,  is  also 
having  fundamental  problems. 

As  long  as  we  are  throwing  out 
names,  nonairline  short  candidates 
that  continue  to  experience  deterio- 
rating fundamentals  are  Campeau 
Corp.  (14,  o-t-c) — does  anybody 
think  that  $250  million  from  the 
Reichmanns  is  more  than  a  Band- 
Aid? — and  Valley  National  Corp.  of 
Arizona  (29).  If  and  when  Chemical 
(39)  has  to  mark  its  Texas  assets,  its 
ldc  and  lbo  loans  to  market,  it  also 
will  be  a  short.  But  remember:  Tim- 
ing means  a  great  deal  in  the  short- 
ing game.  If  you  can't  stand  a  great 
deal  of  stress,  you  should  stay  on 
the  long  side  of  the  market.  ■ 
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WINE:  r     .LARS 


WINE  CELLARS 


the  wjne  cellar  supermarket 


*  .'■ 


Start  fc>r  tawnfa 


Lowest  Prices  on  Name  Brands 

MODEL BOTTLES      II5T  SALE 

COMPACT  40 

SOMMELIER  3-Temp    60 
EUROCAVE 
EUROCAVE  3-Temp 
EUROCAVE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 


FREE  Catalog  or  Consultation:  800-356-8466 

£XE7.,  THE  WINE  (^ENTHUSIAST' 


iOtrnlnBonle 


THE  WINE 

4m  IningtonSl    B.>*  y 


FINANCIAL  SERVICES 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

©Call  Toil-Free 
1-800-633-2252 

(Ext.  2686-Dept.  416  F02) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 


BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable  W~*  -  I 
stocks  (rated  8  or  9)  I 
-including  some  very  r 
famous  names - 
which  I  believe  could 
"take a  bath"  I'll  rush  "  *  ™ 
you  the  Performance  MAKTirvzwfcio 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  TheZweig  Fore- 
cast Time  is  crucial 

Three-Month  Trial  $50  One  Year 
$245  Visa  or  MC  1-800-633-2252 
Ext.  9064 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore.  NY.  11710 


HARD  TO  BORROW 

No  (red  it  Chock 

Guarantees  !'ro\idcd 

We  do  not  make  loans 

Minimum  mix).ikk>  5-20  yean 

The  I  und  rig  Assistance  Corp 

505  Park  \\e. 

U.S.A.  (212)  755-9400 

Fax  (2121  755-7339 


BUSINESS  OPPORTUNITIES 


FOR 


BY  OWNER 

AUTOS  BOATS  AIRPLANES 

BUSINESSES  FINE  ART 

HORSES  LUXURY  HOMES 

140000'NDViDUAi  LISTINGS 

NO  BROKERAGE 

COMMISSION 

COMPUTER  LISTINGS 
I  UPDATED  DAILY 

'  Toll  Free  I  800-327-9630 


fi 


'"  r'TOTT 


cci  i  YOUR  B,okers/0wnefs-|is' 


in  Japanese  MLS 


PRflPFRTV  ,ype  service  Reach 


1000  s  ol  Brokers/In- 


mlAPAN  vestors/Corporations 
JMl  HH  in  Japan  Free  trans- 
lation/typesetting AIsp  display  ads.  brokerage/ 
agency  services,  consulting,  marketmg,  trade- 
shows  NO  COMMISSION 

Hori  fit  Bunker  1  800  USA-2111 


REPOSSESSED  VA  &  HUD  HOMES 
available  from  government  trom  $1  without  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  lor  repo  list  your  area 


SEIZED  CARS — Porsche  Ferrari  Vette 
etc  Trucks  boats  4-wheelers  TVs.  stereos 
furniture  by  Drug  Enlorcement  Agency  FBI  IRS 
unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


INCORPORATE  IN  DELAWARE! 

Specialists  in  setting  up  Delaware 
Corporations  General,  Aircraft, 
Boat  &  Shell  Corporations 

Kp  (,       CallWntelor  FREE  KIT: 

1  :*-R-Nl\  P.O.  Box  484-FB 

,  \5r  Wilmington,  DE  19899 

Ls    />/./  800-321-CORP- 302-652-6532 


Your  Commercial  Collection  Agency 
Should  Provide: 

■  Results   ■  Response  ■  Reporting   ■  Remittance 

You  get  it  all  with  any  of  the  64 

experienced,  bonded  members  of  the 

Commercial  Agency  Section  of  the 

CLLA,  all  holding  certificates  of 

compliance. 

For  a  list  ol  CC  A  S  members  and  a  Iree  copy  ol  the  Summary 

of  Stale  Usury  Law  Rates,  write  or  call  Gordon  L  Calvert. 

Executive  Director.  Commerical  Collection  Agency  Section. 

Commercial  Law  League  ot  America,  Son  34-531  Betnesda 

MD  20817  (301 1 365-2224 


FINANCIAL  SERVICES 


DISCOUNT  STOCK  BROKER 
MURIEL  SIEBERT  &  CO.,  INC. 

Our  VIP  Accounts  receive 

Personal  Service  and 

Quality  Order  Executions 

at  commission  rates  as  low  as 

2c  per  shr  OTC   3C  per  shr  Listed. 

(S50  mm  charge  per  order) 

To  compare  rates,  call 

The  Discount  Professionals  - 

Muriel  Siebert  &  Co.,  Inc. 

444  Madison  Ave.,  NY,  NY  10022 

1-718-SIE-BERT  1-800-USA-0711 

Member  NYSE  1967.  SIPC  F02 


BUSINESS  ACQUISITION 

PRESIDENTS 

WITHOUT  A 

YOU  FIND  IT 
WE'LL  BUY  IT 
YOU     RUN    IT 

SEND  RESUME  AND  LETTER  TO  CHAIRMAN 
1500  EXECUTIVE  OR    ELGIN,  IL  60123 

BUSINESS  SERVICES 


N.A.G.L.S. 

View  precious  gemslones  lor  sale, 

on  computer,  toe  of  charge 

(416)  238-4985 

Hot  further  information, 

(4161  238-8044 


REAL  ESTATE  SERVICES 


DEVELOP  REAL  ESTATE,  PROFIT,  1990  2000 

Turbulent  markets  create  opportunities  SSS  Millions  will  be 
made  or  lost  in  trie  nexi  decade  Knowledge  is  the  deciding 
Ixlor  300  leading  and  "tested"  US  Developers  combine 
know-how,  the  ins  and  outs,  n  the  1990  Edition,  Sell  Study 
Development  Course  20.000  graduates  senous  lirms  like 
Olympu  &  York.  Tnmmell  Crow.  Kaufman  &  Broad,  Human 
Pultt  Corp  Toll  Bros  .  Route  Co.  General  Pev  Corp.. 
Prudential  Pev. .  Pel  Webb.  S345  plus  S/H  Limited  Edition 
PLAN ,  CAPITAL  I2E  ON  MARKFT  CONDITIONS  To  place  VOuf 
order,  senous  parties  only  call  THE  HEDI  FOUNDATION  (SM) 
3S»tt6S 


TRAVEL 


CORPORATE  HUNTING 
DAKOTA  HILLS 

Specializes  in  private  pheasant 

hunts.   We  provide  everything. 

Cail  for  Free  brochure 

605-424-2905 

Season  Sept  1-  March  31 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!!  I 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones  Free  wholesale  catalog  since 
1967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce. 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-626-8352 


EDUCATIONAL  SERVICES 


FULLY  APPROVED  UNIVERSITY  DEGREES)! 

Economical  home  study  for  Bachelor's, 
Master's,  Ph.D.,  fully  approved  by  Cali- 
fornia State  Department  of  Education. 
Prestigious  faculty  counsels  for  indepen- 
dent study  and  life  experience  credits 
(5,100  enrolled  students,  500  faculty). 
Free  information — Richard  Crews, 
MD  (Harvard),  President,  Columbia  Pa- 
cific University,  Department  3D  10  1415 
Third  Street,  San  Rafael,  CA  94901.  Toll 
Free:  (800)  227-0119;  California:  (800) 
552-5522;  or  (415)  459-1650. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Wort  Lite  and  Academic 

Experience  No  Classroom 

Attendance  Required 

Call  (213)  471-0306 

Outatda  California 
1  •  800-423-3244 

or  send  detailed  resume 
tor  Free  Evaluation 
Pacific  Western  University 

GOON  SepuivMi  Blvd    Oept   '85  L«  AngMes  CA90M9 


FORBES 
MARKET/CLASSIFIED 

Advertising  closing  date  is  one 
month  preceding  date  of  issue. 
Frequency   discounts    available 
Payment  must  accompany  order 
unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  L0REN 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Avenue.  New  York,  NY  10011 
(212)  620-2440 


FINE  WINES 


FINE  WINES 


WINE  CELLARS 


WINE  CELLARS 


WEST  COAST 'S  LARGEST  SELECTION  OF  RARE  WINES 


100,000  Bottle  Inventory  for  Collectors 
Fine  Wines  of  the  World  from  1870-1986 


ROMANEE  CONTI 
MONTRACHET 
CHATEAU  PETRUS 


CH  DYQUEM 

RARE  PORTS 

RARE  CALIFORNIA 


Request  our  60-page  catalog  of  fine  &  rare  wines. 

We  ship  promptly.       VISA/MC/Am.  Exp 
415  459-3823        415  456-9463        FAX  415  456-8858 


2138  4th  St.  San  Rafael 
CA  94901 


Marin  Wine  Cellar 


WlNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmEx/Discover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

Not  Handmade 

40  Bottle  Class  Door 
60  Bottle  Class  Door 


$  599 
749 


$  499 
659 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131st  St  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


REAL  ESTATE 


MERCHANDISE 


CORPORATE  ITEMS 


CORPORATE  ITEMS 


BIG  HORN  MOUNTAIN  RANCH. 

A  world  class  hunting  and  fishing 
property,  this  unique  6,000  deeded  acre 
ranch,  with  its  federal  and  state  grazing 
leases,  will  support  1,200  animal  units. 
The  ranch  sits  at  the  mouth  of  one  of 
the  most  spectacular  canyons  in 
Wyoming,  on  the  western  slope  of  the 
Big  Horn  Mountains.  The  ranch 
controls  about  seven  miles  of  two 
major  creeks  which  drain  the  highest 
peaks  of  the  Big  Horns.  The  high 
country  behind  the  ranch  is  some  of  the 
most  spectacular  and  relatively 
inaccessible  in  the  Big  Horns. 
Attractive  improvements  and  an 
incredible  building  site  in  the  mouth  of 
the  canyon  complete  the  package 
Priced  at  $2,500,000.  Terms  are 
available  to  qualified  parties.  Contact 
exclusive  agent  for  seller:  Hall  and  Hall, 
Inc.,  P.O.  Box  1924,  Billings,  Montana 
59103.  (406)  252-2155  or  (406) 
682-7583. 


WEST  BOULDER  RANCH.  Located 
where  the  West  Boulder  River  exits  the 
mountains,  25  miles  south  of  both 
Livingston  and  Big  Timber,  Montana, 
this  4,500-acre  ranch  is  bisected  by  one 
of  Montana's  few  private  trout  rivers. 
It  runs  from  the  river  to  the  national 
forest  boundary  in  a  contiguous  block 
of  lush  mountain  pastures  and 
meadows  which  are  highlighted  by  high 
cliffs  and  occasional  groves  of  pine  and 
aspen.  A  comfortable  lodge,  two 
homes,  two  guest  cabins,  a  classic  barn, 
extensive  working  corrals  and  useful 
outbuildings  create  a  base  for  a  cattle 
and  guest  operation  or  a  private  retreat. 
Views  of  the  peaks  of  the  Absarokas 
are  breathtaking.  Contact  exclusive 
agent  for  seller:  Hall  and  Hall,  Inc., 
P.O.  Box  1924,  Billings,  Montana 
|  59103.  (406)  252-2155  or  (406) 
682-7583. 


INVESTOR'S  CORNUCOPIA 

NC  Mountains,  East  of  Asheville.  Rare  & 
beautiful  1,000  acre  park.  Prime  location. 

Partly  subdivided.  Dam.  Lake.  More 

lakesites.  Woods.  Clear  streams. 

Waterfalls.  Minerals.  Massive  sand-gravel 

reserve.  Many  involvement  options. 

Incredible  negotiation  price.  Full  data: 

Owner.  CRM  Corp.  (704)245-9777. 

Box  1352.  Rutherfordton,  NC  28139. 


Own  part  of  17,000  Colorado 

acres  in  the  Rockies,  gorgeous 

mountain  land.  Come  visit! 

Call  for  color  brochure, 
303-379-3263,  or  write  Forbes 
Wagon  Creek  Ranch,  Box  303, 

Ft.  Garland,  CO  81133. 


STOP  SWEAT 2 
FOR  6  WEEKS] 

DRIONIC—  »h«  ^ 


[he 

answer  to  costly  and 
embarrassing  under- 
arm, hand  or  foot 
sweat.  Short  treatment 
with  electronic  D/ionic 
keeps  these  areas  dry 
for  6  week  periods.  Try 
doctor  recommended 
Orionic  @  $125  ea.  pair 
(specify  which).  Send 
ck  or  MC/ Visa  #  &  exp. 
date.  CA  res  add  6% 
tax.  45  DAY  MONEY 
BACK  GUAR. 

GENERAL  MEDICAL  CO. 

Dept.  F0B-24 

1935  Armacost  Ave. 

Los  Angeles,  CA  90025 

Phone  orders  —  MCI 
Visa  — 800  HEAL  DOC 


FACSIMILE  MACHINES 


witn 
Every  Fax 

Machine  Purchased 

TOP  DISCOUNT 

ON      thorp 

•  BEST  PRICES  IN  Tl  ECOUnTTRY 
"  ANDTRAlf  "■■ 
fAX 


SSJP 

•  FULL  SERVICE  , 

•  NOSALESTAX 


MNINC 


FAX  OF  AMERICA 

1-800-342-PAXX 

AMERICAN  LOW  P«tCE  FAX  PtSTMBUTOB 


FAX  PAPER 


FAX      PAPER 


Guaranteed  lowest  prices 
24  hour  shipping 
Dealer  inquiries  invited 


Call  or  fax  for  catalog/price 
Tel:  (516)  239-1854 
Fax:  (516)  239-1939 


A-Z  FAX  PAPER  MFG. 


100%  Cotton/Your  Logo!— 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  great  quality,  unconditional  I  y-guarancecd-polo  shirts  are  100%  cotton,  American 
Made,  and  custom  embroidered  u  ith  your  logo  or  design.  Minimum  order  just  six  shirts. 
For  a  price  list,  brochure  and  information  about  our  other  great  products  call. 

1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F16,  119N  11th  St.  Greenpoint.  NY  11211 


EXECUTIVE  GIFTS 


NEW  GIFT  SENSATION 

THE  WATER  OF  THE 
MONTH  CLUB... 
introduces  "CLASS  IN  A  GLASS," 
the  entirely  new  kind  of  mail  order 
gift  for  both  corporate  and 
individual  gift-giving.  Each  month 
members  will  receive  a  different 
combination  of  exotic  bottled 
waters,  elegantly  packaged  in  a 
Gourmet  Six-Pack. 

Choose  the  Water  Club  Member- 
ship that  best  quenches  your  thirst. 
From  $39.95 

1-800-345-5959 
The  Water  Centre 


BUSINESS  GIFT-GIVING: 


REMEMBER  Employees  and  Customers 
.  .  .  with  the  FINEST! 

•  Exciting,  name  brand  gifts  to 
please  anyone! 

•  Direct  only  -  25%  DISCOUNT! 

•  28  years  in  business  - 
Satisfaction  Guaranteed! 


Call,  write  or  FAX  your  business  Card 
for  Brochure  describing  program  and 
to  obtain  FREE  sample  catalogs  to 
review.  No  obligation! 


Give-A-Choice  Division,  3200  Lynn  Avenue, 

Minneapolis,  Minnesota  55416 

(612)  925-1085  FAX  (612)  920-5844 

"Thoughtfulness  is  Good  Business" 


Forbes:  Capitalist  Tool 


® 


CORPORATE  ITEMS 


JOHN  CLEESE 

Regularly  Visits  DEC,  3M, 
Hyatt  Hotels,  Barclays  Bank, 
IRS  and  thousands  of  other 
organizations  through  Video 
Arts  training  programs. 

For  a  FREE 

catalog 

of  sales, 

management, 

and  customer 

relations 

programs  call: 

VIDEO 
ARTS 

I-800-5S3-O091 
\I68 
In  II. 
1-312-291-100 

\\(,H 


COMPUTERS 


Ml  ITIARYITI  AC  INDUSTRIES  INC 


Our  13th  year  of  DISCOUNTS 

Tandy*Computers 

Radio  Shack"Products 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy  Katy(Houston)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


Streetwalker 


Edited  by  Thomas  Jaffe 


A  rerun  of  October  1987? 

W'  hat  gives  with  the  stock  market? 
After  reaching  new  heights  in 
early  September,  the  Dow  industrials 
had  by  late  in  the  month  given  up 
nearly  100  points.  Many  investors 
painfully  remember  that  it  was  exact- 
ly two  years  ago  that  the  market  made 
a  high  in  midsummer,  then  gradually 
sold  off  and  ultimately  went  over  the 
cliff  on  Oct.  19. 

Will  history  repeat?  The  answer,  ac- 
cording to  some  of  Streetwalker's  best 
sources,  is  a  resounding  no.  For  exam- 
ple, money  manager  Boniface  (Buzz) 
Zaino,  of  Los  Angeles-based  Trust  Co. 
of  the  West,  says  the  recent  uncertain- 
ty has  resulted  in  a  knee-jerk  move  to 
sell  stocks  of  companies  that  have 
lately  reported  negative  news — lousy 
earnings  in  the  summer  quarter,  say. 

"Nobody  wants  to  look  beyond  the 
next  quarter,"  says  Zaino.  "Even  if 
those  companies  had  been  doing  well 
and  have  strong  balance  sheets,  it 
doesn't  seem  to  have  made  a  differ- 
ence. Stocks  where  the  earnings  out- 
look remains  basically  intact  have 
gotten  killed  on  the  basis  of  a  disap- 
pointing quarter.  It  makes  no  sense." 
Zaino  thinks  this  is  a  good  opportuni- 
ty to  buy  companies  that  have  recent- 
ly sold  off  because  of  poor  earnings 
comparisons  but  that  continue  to 
have  good  long-term  fundamentals. 
Two  he  recommends  are  Bush  Indus- 
tries (10'/»)  and  Fluorocarbon  (13-Vfi). 

William  Ehrman,  who  recently  left 
George  Soros'  Quantum  Fund  to  co- 
found  New  York's  egs  Partners, 
thinks  lots  of  investors  are  simply 
taking  profits.  "So  many  things  came 
together  through  the  summer  of 
1989,"  he  says.  "Interest  rates  were 
declining;  inflation  rolled  over;  corpo- 
rate profits  held  up  okay;  as  the  dollar 
strengthened,  investment  money 
from  overseas  flowed  into  the  U.S.; 
the  list  goes  on.  It's  not  that  things 
now  are  suddenly  getting  worse,  it's 
that  investors  are  simply  less  confi- 
dent that  everything  can  keep  on  go- 
ing as  well  as  it  has  been." 

The  main  risk  from  here,  as  Ehrman 
sees  it,  is  that  profits  will  disappoint 
as  companies  move  into  1990.  "Over 
the  summer  the  market  was  led  by 
cyclicals,"  he  says.  "The  so-called 
soft  landing  thesis  was  in  force.  If 
there's  going  to  be  any  correction, 
they  could  be  the  leaders  again — only 


this  time  downwards,  on  the  basis  of 
disappointing  earnings." 

Ehrman  has  lately  been  buying  big- 
cap  multinational  growth  stocks  such 
as  Merck  (71s/s)  and  Warner-Lambert 
(105lA).  One  reason  they  were  weak 
during  the  summer,  he  thinks,  is  that 
as  the  dollar  grew  stronger,  many  in- 
vestors feared  the  negative  impact 
this  would  have  on  the  translation  of 
those  companies'  foreign  earnings. 
But  with  the  dollar  under  pressure, 
the  stocks  could  well  return  to  favor. 

Is  the  market  headed  for  a  huge 
retreat?  According  to  Zaino  and  Ehr- 
man, probably  not.  But  they  agree 
with  Streetwalker  that,  in  the  final 
analysis,  one  doesn't  buy  the  market; 
one  buys  stocks.  If  many  investors  are 
worried  about  where  the  market's  go- 
ing next,  it's  probably  a  good  opportu- 
nity to  buy  some  favorite  stocks. 


Food  for  thought 

Nestle  S.A.  of  Switzerland  is  the 
world's  largest  packaged  food 
company  (estimated  1989  sales,  near- 
ly $27  billion;  profits,  $1.4  billion). 
Talk  about  brand  names!  In  the  U.S., 
which  accounts  for  $7  billion  of  sales, 
Nestle  sells  Stouffer's  and  Lean  Cui- 
sine frozen  food  and  Contadina  fresh 
pasta  and  sauces.  It  also  owns  Carna- 
tion, which,  in  addition  to  ice  cream 
and  evaporated  milk,  is  the  third-larg- 
est pet  food  company  (behind  Ralston 
Purina  and  Quaker  Oats). 

Overseas,  Nestle  last  year  paid  a 
total  $4.9  billion  for  Rowntree  of  the 
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<  'amotion  cat  food  from  Nestte 

Blue-chip  brands  at  a  discount. 


U.K.,  in  confectionery  products,  and 
Italy's  Buitoni,  which  makes  pasta 
and  Italian  specialties.  These  should 
help  Nestle  achieve  greater  produc- 
tion and  distribution  efficiencies, 
which  could  make  for  higher  margins. 

But  although  Nestle  generates 
some  $600  million  of  annual  excess 
cash,  has  5%  net  margins — only 
slightly  below  the  average  of  its  U.S. 
peers — and  should  have  14%  to  15% 
compound  earnings  growth  over  the 
next  five  years,  it  still  sells  at  a  dis- 
count to  the  average  food  stock,  both 
U.S.  and  European.  Its  American  De- 
positary Receipts  recently  were  trad- 
ing for  just  26 Vi  over-the-counter. 

All  this  and  more,  says  June  Page  of 
Bear,  Stearns,  make  Nestle  a  heck  of  a 
buy.  At  recent  prices  Nestle  sells  for 
just  12  times  anticipated  1990  earn- 
ings, which  Page  estimates  will  be 
$2.13  per  adr,  of  which  there  are  42 
million.  She's  looking  for  a  price  of  33 
on  the  adrs  over  the  next  year. 


Canada  Bell  belle 

Is  a  cheap  cellular  telephone  stock  a 
contradiction  in  terms?  Leave  it  to 
Dennis  Leibowitz,  Donaldson,  Lufkin 
&  Jenrette's  highly  regarded  cellular 
analyst,  to  unearth  just  such  a  rare 
bird.  He  is  recommending  bce  Mobile 
Communications  Inc.,  the  wireline 
cellular  licensee  for  Ontario  and  Que- 
bec, Canada's  two  most  populous 
provinces.  Its  territory  covers  some  14 
million  people. 

Montreal-based  bce  Mobile  is  ex- 
pected to  have  145,000  subscribers  by 
the  end  of  this  year,  a  65%  increase 
over  1988.  Leibowitz  anticipates 
bce's  market  penetration  will  reach 
3.5%  in  1993.  Why  is  bce  Mobile 
signing  up  customers  at  a  faster  rate 
than  its  U.S.  peers?  High-quality  ser- 
vice. Because  of  the  national/provin- 
cial nature  of  Canadian  cellular  li- 
censes, there  are  few  dead  spots  and 
no  incompatible  equipment.  For  in- 
stance, bce  Mobile  has  built  a  700- 
mile  uninterrupted  cellular  corridor 
from  Windsor,  Ont.  to  Quebec  City, 
the  longest  in  the  world. 

Yet  at  a  recent  share  price  of  32% 
on  the  Toronto  Stock  Exchange,  bce 
Mobile  is  selling  for  the  equivalent  of 
just  over  U.S.$100  per  pop  (potential 
subscriber),  compared  with  the  $140 
per  pop  average  of  cellular  stocks. 
Why?  For  one,  the  company  is  new  to 
U.S.  investors.  There  is  also  concern 
about  Canada's  unpredictable  regula- 
tory environment. 

But  even  discounting  for  this,  he 
still  thinks  bce  Mobile  is  a  steal.  On 
the  basis  of  the  group  average  for  cel- 
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lular  shares,  he  thinks  the  stock  is 
worth  nearly  double  its  recent  price. 
Leibowitz  estimates  the  company 
will  lose  just  6  cents  a  share  this  year 
and  about  the  same  in  1990.  There  are 
roughly  61.9  million  Toronto-listed 
shares,  73%  of  which  are  owned  by 
bce  Inc.,  formerly  Bell  Canada. 


The  rumor  mill 
moves  north 

Speaking  of  Canada,  what  about  the 
summer  runup  in  shares  of  Cana- 
dian Pacific  Ltd.,  that  country's  most 
famous  conglomerate?  Recent  nyse 
price:  225/s.  The  speculation  is  that 
Hanson  Pic,  the  U.K.'s  premier  take- 
over house,  has  been  nosing  around 
the  $11.5  billion  (estimated  1989 
sales)  giant. 

It's  Hanson's  kind  of  stock.  Canadi- 
an Pacific  is  both  asset-rich  and  a  cash 
machine.  With  capital  spending  ex- 
pected to  drop  both  next  year  and  in 
1991,  analyst  Andras  Petery  of  Mor- 
gan Stanley  thinks  free  cash  flow  by 
then  could  be  as  much  as  $425  mil- 
lion, or  about  $1.34  per  share.  The 
company  now  has  nearly  $600  mil- 
lion, or  about  $1.90  a  share,  in  the  till, 
and  further  asset  sales  could  raise  this 
to  $1.15  billion  by  year-end.  Petery 
estimates  cp's  breakup  value  at  $37  a 


share,  a  60%  premium  to  market. 

But  Petery  doesn't  buy  the  takeover 
rumors.  Canadian  Pacific,  says  he,  is 
too  prominent  in  Canada  for  an  un- 
wanted takeover  bid  to  pass  muster. 

So  where  does  that  leave  the  com- 
pany on  fundamentals?  While  Petery 
thinks  both  railroad  earnings  and  land 
sales  will  improve  in  the  second  half 
of  1989,  he  notes  that  newsprint 
prices  continue  to  erode.  (Forest  prod- 
ucts accounted  for  35%  of  1988  prof- 
its.) Worse,  major  increases  in  indus- 
trywide pulp  capacity  could  squeeze 
profits  well  in  advance  of  new  plant 
openings,  scheduled  for  mid- 1991. 
Overall,  Petery  thinks  cp  will  earn 
$1.80  a  share  this  year,  down  13% 
from  1988.  No  need  to  chase  this  one. 

Bumpy  road 

[ack  Trucks,  Inc.,  one  of  the 
world's  premier  truck  manufac- 
turers, is  expected  to  lose  $50  million 
in  the  third  quarter;  look  for  it  to  run 
in  the  red  in  the  fourth  quarter  as 
well.  Veteran  John  Curcio,  while  still 
chairman,  has  been  replaced  as  chief 
executive  by  Ralph  Reins,  a  newcom- 
er from  itt.  Recently  the  stock  hit  a 
12-month  low  of  87/s  on  the  o-t-c,  pric- 
ing the  company  at  roughly  half  of 
book  value.  Analyst  Chuck  Harris  of 
Oppenheimer  &  Co.  warns  there  may 


be  more  potholes  ahead  for  this  $2- 
billion-plus  heavy  truckmaker. 

The  recent  debut  of  Mack's  new 
series  of  CH600  trucks  for  the  high- 
way market  was  rocky.  The  CH600s 
are  replacing  a  line  of  trucks  Mack  has 
sold  since  1965.  Many  customers,  it 
seems,  wanted  them  with  the  new 
engine  Mack  is  introducing.  Trouble 
is,  the  new  engine  won't  be  available 
until  late  this  year.  To  move  out  mod- 
els with  older  engines,  Mack  had  to 
sell  them  at  deep  discounts. 

While  competitors  like  Paccar  and 
Navistar  are  mainly  assemblers  that 
buy  their  components  from  outside 
suppliers,  Mack  produces  its  own  en- 
gines, transmissions  and  the  like; 
these  are  items  on  which  the  fixed 
costs  are  high.  The  rub,  says  Harris,  is 
that  Mack  doesn't  enjoy  the  kind  of 
efficiencies  that  might  come  from  in- 
tegrated manufacturing  because  its 
volume  simply  is  too  low. 

Of  course,  there's  always  the  possi- 
bility that  France's  Renault,  which 
with  warrants  owns  over  50%  of  Mack, 
might  buy  out  minority  shareholders. 
But,  asks  Harris,  why  bother?  "The 
French  already  control  the  company  as 
is. "  Harris  expects  Mack  to  lose  over  $2 
a  share  this  year,  and  thinks  it  will  be 
lucky  to  break  even  in  1990.  He  thinks 
the  stock  is  cheap  but  not  now  a  buy. 
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A  special  advertising 
supplement  featuring 
a  comprehensive 
report  on  M&A  activity 
will  appear  in  the 
December  25, 1989 
issue  of  Forbes 

Closing  Date: 
October  30,  1989 

In  the  field  of  mergers  and 
acquisitions,  1989  may  be  re- 
membered as  a  "year  of  sweep- 
ing change,"  in  which  several 
major  events — and  the  reaction 
to  them — had  a  lasting  impact 
on  the  future  course  of  the  indus- 
try. They  included  the  record 
breaking  volume  and  enormous 
leveraged  buyouts  that  had 
brought  1 989  to  a  close  and  the 
heated,  precedent-setting  bat- 
tle for  Time  Incorporated  that 
dominated  the  news  in  early 
summer.  Nancy  McConnell,  a 
leading  financial  journalist,  will 
analyze  these  events  in  the  text 
for  this  special  advertising 
supplement  which  will  include: 
■  An  in  depth  report  of  the  po- 
tential political  backlash  to 
the  excesses  of  1989  and  the 
way  bankers  and  their  cli- 
ents are  rethinking  their  future 
strategies  in  light  of  the  prec- 


edent-setting court  decision  in 
the  Time  Inc.  case,  which 
made  it  easier  for  corporate 
managers  to  fight  off  hostile 
takeovers. 

A  look  at  the  continued 
growth  of  international  merg- 
er activity,  both  in  the  increas- 
ingly hostile  takeovers  of 
U.S.  companies  by  foreign 
buyers  and  the  acquisitions 
spree  in  Europe,  as  corpora- 
tions position  themselves  for 
Common  Market  integration  in 
1992. 

An  analysis  of  the  enormous 
amount  of  money  still  avail- 
able to  finance  merger  activi- 


ty— most  notably  Wall 
Street's  burgeoning  LBO 
funds — and  what  this  means 
for  the  market. 

■  The  most  noteworthy  trends 
and  deals  of  the  year. 

■  What  to  look  for  in  M&A  for 
1990. 

■  And  much  more... 

Advertise  in  Mergers  and 
Acquisitions  supplement  and 
receive  valuable  benefits,  such 
as:  Have  your  advertising  mes- 
sage surrounded  with  positive 
and  supportive  supplement 
text,  receive  supplement  re- 
prints which  will  be  supplied  to 
all  advertisers  for  mailings  to  im- 
portant financial  contacts. 
And,  receive  a  free  listing  on  the 
reader  response  card  to  facili- 
tate quality  inquiries.  Your  adver- 
tising investment  in  this  special 
Forbes  supplement  pays  big 
dividends. 

For  reservations  and  infor- 
mation contact  your  local  Forbes 
representative  or  call: 
Arnold  J.  Prives 
(212)620-2224. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change " 

Items  from  past  issues  of  Forbes 


Sixty  years  ago  in  Forbes 

(From  the  issue  of  October  15,  1929) 
"The  inevitable  has  happened:  Abnor- 
mally dear  money  has  begun  to  have  a 
restrictive  effect  on  industry,  espe- 
cially construction.  It  was  long  ago 
foreseen  that  building  would  be  the 
first  industry  to  suffer  if  funds  could 
not  be  borrowed  on  reasonable  terms. 
Most  building  is  conducted  largely  on 
borrowed  money.  Speculative  build- 
ers now  find  bankers  and  other  lend- 
ers unresponsive.  When  money  can 
bring  8%  to  10%  on  call  loans  and  9% 
or  more  on  time  loans,  secured  by  the 
choicest  Stock  Exchange  collateral, 
there  is  little  inducement  to  finance 
new  building." 

"One  of  the  greatest  checks  to  safe 
flying,  dangers  of  fog,  appears  to  have 
been  conquered  in  recent  tests  at 
Mitchell  Field  when  Lieutenant 
James  H.  Doolittle  took  off,  flew  over 
a  15 -mile  course  and  landed  again 
without  seeing  the  ground  or  any  part 
of  his  plane  but  the  illuminated  in- 
strument board." 

Fifty  years  ago 

(From  the  issue  of  October  15,  1939) 


New  1940  Nash  (top)  and  Graham  models 

"At  the  40th  Annual  Automobile 
Show  in  New  York,  many  additional 
betterments  are  revealed.  Beauty  is 
enhanced.  Roominess  expanded.  Me- 
chanical innovations  introduced. 
Driving  is  made  still  easier.  Gear- 
shifting  through  clutch  manipulation 
is  on  the  way  out.  On  top  of  all  this, 


Du  Pont  hoped  its  leather  substitute  Corfam  would  be  a  new  nylon 


one  feature  certain  to  prove  popular  in 
both  hot  and  cold  sections  of  the 
country — and  in  foreign  countries — is 
the  introduction  of  revolutionary  air- 
conditioning  contrivances." 

"After  80  years  of  selling  only  for 
cash,  R.H.  Macy  &  Co.,  Inc.,  New 
York  department  store,  announces 
the  institution  of  a  time-payment  ser- 
vice. Prices,  says  Macy's,  will  remain 
the  same.  The  service  simply  allows 
customers  to  buy  at  cash  prices  on  the 
installment  plan,  paying  a  carrying 
charge  of  six  cents  on  each  94  cents 
purchased." 

Twenty-five  years  ago 

(From  the  issue  of  October  15,  1964) 
"Boeing  is  going  to  decide  soon  on 
whether  to  go  ahead  on  development 
and  production  of  its  short-range  737 
commercial  jet  transport.  The  indus- 
try is  betting  Boeing  will.  If  so,  it  will 
add  another  entry  to  a  field  in  which 
two  already  seems  like  a  crowd.  Both 
Douglas  and  British  Aviation  Corp. 
are  readying  short-range  jets  for  mar- 
ket now." 

"In  four  of  the  past  eight  years,  fire  &. 
casualty  companies  have  found  that 
their  operating  expenses  plus  insur- 
ance claims  have  exceeded  policy  pre- 
miums. In  the  other  four  years  the 
situation  has  been  better  only  by  com- 
parison; the  companies  barely  man- 
aged to  break  even  on  insurance. 
[And]  in  recent  weeks  it  became  clear 
that  1964  will  be  no  better." 

"Not  since  nylon  hit  the  market  25 
years  ago  has  any  new  synthetic  mate- 
rial enjoyed  such  immediate  success 
or  shown  such  potential  as  Corfam, 
Du  Pont's  new  substitute  for  leather. 
About  32  manufacturers  were  turning 


out  shoes  of  Corfam  when  they  first 
went  on  the  market  ten  months  ago. 
Now  about  45  manufacturers  are  us- 
ing Corfam." 

Ten  years  ago 

(From  the  issue  of  October  15,  1979) 
"Next  year,  for  the  first  time,  at  least 
three  U.S.  airlines  will  pay  $1  billion 
or  more  for  fuel.  United,  which  carries 
20%  of  all  domestic  traffic,  says  its 
bill  will  nearly  double  from  this  year's 
$800  million  (when  ual  had  a  two- 
month  strike)  to  about  $1.5  billion  in 
1980.  Others  in  the  billion-dollar  club 
next  year:  American  and  twa.  United 
and  American  say  they  pay  more  than 
three  times  what  they  did  five  years 
ago  for  fuel,  and  twa's  bill  has  dou- 
bled in  the  last  two  years." 

"The  farmer's  major  bankers  are  not 

centered  in  the  farm  belt,  but  in 
Texas  and  California,  according  to  a 
new  survey  by  the  American  Bankers 
Association.  Heading  the  list  for 
1978  was  the  Bank  of  America  with 
close  to  $1.2  billion  in  farm  loans. 
Another  San  Francisco-based  bank, 
Crocker  National,  was  second,  and 
Security  Pacific  National  of  Los  An- 
geles held  third  place.  Five  of  the  top 
ten  farm  lenders,  in  fact,  were  based 
in  California." 

"When  six  unions  ended  their  53-day 
strike  against  St.  Louis'  two  major 
dailies  in  January,  the  papers  thought 
their  troubles  were  over.  Were  they 
ever  in  for  a  surprise!  The  Post-Dispatch 
and  the  Globe-Democrat  reopened  their 
offices  to  find  that  most  of  their  food 
ads  had  disappeared.  During  the  strike 
the  grocers  had  turned  to  local  give- 
away sheets  for  advertising  space,  and 
most  never  returned." 
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One  enduring  truths 

of  th  lion's  capital  is 
that  reaucrats  survive. 
Ge):   i-D  Ford 


It  seems  that  the  analysis  of 
character  is  the  highest  human 
entertainment.  And  literature 
does  it,  unlike  gossip,  without 
mentioning  names. 
Isaac  Bashevis  Singer 


It  takes  a  great  deal  of  history 
to  produce  a  little  literature. 
Henry  James 


A  professor  is  one  who  talks 
in  someone  else's  sleep. 
W.H.  Auden 


What  you  are  must  always 
displease  you,  if  you  would 
attain  to  that  which  you 
are  not. 
St.  Augustine 


You  have  to  stand  every  day 
three  or  four  hours  of  visitors. 
Nine-tenths  of  them  want 
something  they  ought  not  to  have. 
If  you  keep  dead-still  they  will 
run  down  in  three  or  four  minutes. 
If  you  even  cough  or  smile  they 
will  start  up  all  over  again 
Calvin  Coolidge 


When  the  human  race  has  once 
acquired  a  superstition 
nothing  short  of  death  is  ever 
likely  to  remove  it. 
Mark  Twain 


After  all,  what  is  a  pedestrian? 
He  is  a  man  who  has  two  cars, 
one  being  driven  by  his  wife, 
the  other  by  one  of  his  children. 
Robert  Bradbury 


It  is  one  of  the  beautiful 

sensations  of  this  life  that 
no  one  can  sincerely  try  to  help 
anoth.i  without  helping  himself. 
Charlls  Dudley  Warner 


Thoughts 

on  the  Business  of  Life 


The  man  who  has  done  his  level 
best,  and  who  is  conscious 
that  he  has  done  his  best, 
is  a  success,  even  though 
the  world  may  urite  him 
down  a  failure. 
B.C.  Forbes 


Never  lend  books,  for  no  one 
ever  returns  them;  the  only 
books  I  have  in  my  library 
are  books  that  other  folk  have 
lent  to  me. 
Anatole  France 


All  seems  infected  that  the 
infected  spy,  as  all  looks 
yellow  to  the  jaundiced  eye. 
Alexander  Pope 


Righteous  indignation:  Your  own 
wrath  as  opposed  to  the  shocking 
bad  temper  of  others. 
Elbert  Hubbard 


Every  man  who  takes  office  in 
Washington  either  grows  or  swells, 
and  when  I  give  a  man  an  office, 
I  watch  him  carefully  to  see 
whether  he  is  growing  or  swelling. 
Woodrow  Wilson 


Banking  may  well  be  a  career 

from  which  no  man  really 

recovers. 

[ohn  Kenneth  Galbraith 


More  than  6.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  ($18.50 per  vol- 
ume it  purchased  separately).  Also  avail- 
able, a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $18.50.  Send  check  and 
order  to  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


A  budget  tells  us  what  we 
can't  afford,  but  it  doesn't 
keep  us  from  buying  it. 
William  Feather 


Another  advantage  of  being  rich 
is  that  all  your  faults  are 
called  eccentricities. 
Anonymous 


We  make  a  living  by  what  we  get, 
we  make  a  life  by  what  we  give. 
Winston  Churchill 


Every  great  man  nowadays  has 
his  disciples,  and  it  is  always 
Judas  who  writes  the  biography. 
Oscar  Wilde 


A  Text . . . 

They  that  wait  upon  the  Lord 
shall  renew  their  strength; 
they  shall   mount  up  with 
wings  as  eagles;  they 
shall  run,  and  not  be  weary; 
and  they  shall  walk, 
and  not  faint. 
Isaiah  40:31 


Sent  in  by  Robert  Barney,  San  Antonio, 
Tex.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


Men  are  more  often  bribed 
by  their  loyalties  and 
ambitions  than  by  money. 
Robert  H.  Jackson 


The  audience  is  not  the  least 
important  actor  in  the  play,  and 
if  it  will  not  do  its  allotted 
share  the  play  falls  to  pieces. 
Somerset  Maugham 


Autobiography  is  an  unrivaled 
vehicle  for  telling  the  truth 
about  other  people. 
Philip  Guedalla 
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mizes  wheel  slip  when  acceler- 
ating on  virtually  any  road 
surface  for  improved  traction 
and  control.  A  unique  suspen- 
sion that  adjusts  automatically 
to  your  speed.  And  advanced 
Bosch  III  anti-lock  brakes. 

Allante  delivers  a  generous 
measure  of  comfort  and  con- 
venience. Whisper-quiet  aero- 
d)  namics.  A  renowned  Delco/ 
Bose  sound  system  now  with 
both  compact  disc  and  cassette. 


Hand-selected,  custan  Italian  leather  seating  anas 


And  a  pass-through 

trunk  with  16.25  cubic 

feet  of  space-largest 

of  any  roadster. 

Allante  is  covered 

by  Cadillac  Roadside 

Service®  And  it  is  the 

onlv  automobile  in 

the  world  backed  for 

7  years/100,000  miles* 

Please  call  1-800-333-4CAD  for 
product  literature  and  the  location 
of  your  nearest  Cadillac  dealer. 

"See  vour  dealer  tor  terms  of  this  limited  warranty. 


■r 

Allante  VW> 
is  the      ^— ' 
onlv  roadster 
in  the  world 
with  advanced 
Traction  Control. 
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34  American  Gothic 

By  Vicki  Contavespi 

Some  folks  strive  for  wealth  for  what 

it  can  buy,  some  for  the  power  it 

brings,    but    [ohn    D.    Hollingsworth 

seems  chiefly  interested  in  the  green 

stuff  for  its  own  sake. 

44  "Let  Not  The  Rich  Man  Boast 

Of  His  Riches" 
B\  Martui  Berss 

"Bob  has  a  less  than  open  mind,"  says 
a  partner,  but  Robert  Van  Kampcn's 
personal  beliefs  are  the  foundation  of 
his  fortune. 


54  Jim  Moran,  Master  Salesman 
By  Graham  Button 

Born  poor,  James  Moran  beat  cancer 
and  has  built  a  $700  million  business 
selling  cars.  He  didn't  beat  the  Justice 
Department,  but  there's  a  twist  on 
that,  too. 

68  Peggy  Hopkins  Joyce,  Inc. 
By  David  Grafton 

For  better  or  worse,  they  don't  make 
gold  diggers  the  way  they  used  to. 

72  Self-Made  And  Self-Unmade 
By  Sandy  G.  Sbeehy 

The  instructive  case  of  legendary 
wildcatter  Glenn  McCarthy. 

112  Boston's  Accidental 

Demibillionaires 
By  Michael  Fritz 

Craig  McCaw  made  them  meganch, 
but  can  Affiliated  Publications' 
controlling  families  keep  up  their 
good  luck? 


TO  OUR  NEWSSTAND  BUYERS 

Subscriber  copies  of  this  magazine 
were  mailed  with  Forbes'  new  mag- 
azine— Personal  Affairs — as  a  supple- 
ment. If  you  would  like  your  own 
complimentary  copy,  mail  in  the  re- 
quest card  in  this  issue,  or  write  to 
Forbes,  60  Fifth  Avenue,  New  York, 
NY.  10011.  Attn.:  Mariann  Blaine. 


118  Ready  To  Roll 
By  Ralph  King  Jr. 

Why  former  Four  Hundred  member 
Ray  Chambers  thinks  his  work  with 
some  of  the  country's  most  disadvan- 
taged children  could  pay  off  50-to-l. 

REGIONS 

48  "Can  I  Get  A  Bulldozer  Down 
The  Driveway?" 

By  Ellen  Pans 

Fueled  by  land  scarcity,  simple  ego 
and  greed,  Los  Angeles'  teardown 
market  is  getting  out  of  hand. 

INTERNATIONAL 

76  Lace  At  $300  A  Yard 

By  Richard  C  Morais 

Inside  Pans'  haute  couture  scene. 

GREAT  WEALTH  IN  AMERICA 

60  Michael  Milken,  Meet 

Sewell  Avery 
By  James  (tram 

The  Eighties  are  to  debt  what  the  Six- 
ties were  to  sex.  The  Sixties  left  a 
hangover.  So  will  the  Eighties. 

86  "Where's  Mommy?" 

/>'r  Caroline  Latham 

If  you  want  to  make  your  heirs  really 

miserable,  follow  the  Dodge  brothers' 

example. 
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44  Heaven  sent  tax-free  munis 


68  Bring  your  diamonds,  your  rubies         118  Sating  the  children 


104  What  Your  Country  Can  Do 
For  You 

By  Jack  Willoughby 

Whether  Robert  Morris  was  a  scoun- 
drel or  a  patriot,  the  War  for  Indepen- 
dence probably  could  not  have  been 
won  without  him.  Morris  was  the 
richest  American  of  his  time. 

124  Gift  List 

Who  among  the  country's  wealthy 
contribute  handsomely  to  charities 
and  other  good  works? 

360  The  Perelman  Papers 

When  inexperienced  editors  estimate 
a  private  individual's  net  worth,  they 
are  prone  to  big  mistakes. 

388  The  Forbes  Four  Hundred  Cost 
Of  Living  Extremely  Well  Index 

By  Manjeet  Kripalani 

Are  you  watching  this  one,  Chairman 

Greenspan? 

INVESTING 

362  The  Money  Men:  Three  Raging 
Bulls  And  Two  Restrained  Ones 

By  Ralph  King  Jr. 

Harold  Simmons,  Shelby  Davis,  Irwin 
Jacobs,  Samuel  Zell  and  William 
Simon  share  their  thoughts  on  the 
outlook  for  the  stock  market. 


404  Statistical  Spotlight:  How  The 
Basses  Caught  Their  Billions 

By  Christopher  Palmer i 

Here's  what  happened  to  the  stocks 

the  Bass  brothers  filed  13-Ds  on. 

COMPUTERS/COMMUNICATIONS 

378  Where  Are  The  Microchip 
Billionaires? 

By  George  Gildei' 

It's  time  to  recognize  the  microchip 
pioneers  and  innovators,  even  if  they 
aren't  as  rich  as  the  people  who  have 
exploited  their  inventions. 
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390  Why  Mortimer  B.  Zuckerman 
got  hounded  by  Justice  For  Janitors, 
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Twenty-nine  stories 
filled  with  nothing. 

No  offices,  no  homes, 

no  stores. 

Nothing  but  elevators, 

up  and  down. 

(And  an  escalator  or  two.) 

This  strange  building  is 

the  new  Otis  test  facility, 

by  far  the  most  advanced 

of  its  kind  in  the  world. 

No  matter  what  wild  scenario 

an  engineer,  architect  or 

city  planner  might  dream  up, 

we  can  simulate  it  right  here. 

Twenty-nine  stories  filled 

with  what-ifs. 

Our  Otis  subsidiary  is 
a  leading  company  in  the 
building  systems  industry. 
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The  rich  got  richer 

The  price  of  admission  to  The  Forbes  Four  Hundred  hit  a  record 
$275  million  in  net  worth  this  year,  up  from  $225  million  last 
year.  Harold  Seneker,  our  veteran  chronicler  of  the  very  rich, 
further  refined  his  already  sophisticated  methods,  assisted  by 
Dolores  Lataniotis,  Graham  Button,  Vicki  Contavespi,  John 
DeMatteo,  Toddi  Gutner  and  Miles  Epstein.  Librarian  Clarita 
Jones  gathered  the  thousands  of  documents,  articles  and  books 
that  supplement  our  reporting  on  who's  got  what  where. 

A  different  sort  of  accumulation 

With  this  eighth  annual  edition  of  The  Forbes  Four  Hundred, 
subscribers  receive  the  premier  issue  of  Forbes  Personal  Affairs,  a 
magazine  full  of  practical  yet  fun  information  about  living  well. 
You'll  learn  about  creating  your  own  home  movie  theater. 
About  an  offbeat  luxury  cruise  down  the  coast  of  Chile.  You'll 
learn  what  art  auction  professionals  themselves  collect.  Why 
top  Wall  Streeters  like  George  Ball  are  squash  demons.  There 
are  articles  about  where  to  buy  custom-made  cuff  links,  and 
such  other  unnecessary  but  delightful  luxuries  as  deerstalking 
in  the  Scottish  Highlands  and  $3,800  custom-made  rocking 
chairs. 
Forbes  Personal  Affairs  is  the  brainchild  of  Christopher  and 

Richard  Bowditch 


Christopher  Forbes,  Everett  Halvorsen,  Carolyn  Torcellini, 

Roger  Zapke,  William  Flanagan,  lauren  Stockbower,  Timothy  Forbes 

Timothy  Forbes  and  builds  on  the  popularity  of  this  magazine's 
Personal  Affairs  section.  Christopher  Forbes  explains  it  this 
way:  "In  getting  around  and  meeting  business  people  we  noticed 
that  many  of  them  were  much  more  knowledgeable  about 
making  money  than  about  spending  it.  Yet  few  of  them  turned 
to  the  existing  lifestyle  magazines  for  guidance.  We  saw  a  niche 
here  for  a  publication  dedicated  to  accumulating,  not  money, 
but  pleasurable  and  tasteful  experiences." 

Editor  of  the  maiden  issue  was  William  G.  Flanagan,  who  has 
run  our  Personal  Affairs  section  since  it  was  introduced  in  1980; 
Carolyn  Torcellini  assisted.  Everett  Halvorsen  was  design  direc- 
tor, Roger  Zapke  art  director,  Lauren  Stockbower  photo  editor. 

If  you  bought  this  issue  of  Forbes  on  the  newsstand  and 
would  like  a  complimentary  copy  of  this  first  issue  of  Forbes 
Personal  Affairs,  simply  return  the  card  enclosed  in  this  copy. 


JlAfAVAXLA     f^^ttM 


Managing  Editor 


FORBES  400/OCTOBER  23,  1989 


r 


FENDI 


The  Latest  Roman  Masterpiece 


Swiss  Made  Timepieces  From  $250  to  $750  •  Water  Resistant  to  5ATM  (165ft)  •  Quartz 

ABRAHAM  &  STRAUS  •  B.  ALTMAN  •  BARCLAY  •  BELK  •  BLOOMINGDALE'S  •  THE  BON  •  BULLOCK'S  •  CARSON  PIRIE  SCOTT  •  CASTNER  KNOTT  •  DAYTON'S  • 
DILLARD'S  •  EMPORIUM  CAPWELL  •  FENDI  BOUTIQUES  •  FILENE'S  •  FOLEY'S  •  G.  FOX  •  HECHT'S  •  HESSS  DEPARTMENT  STORE  •  THE  HK3BEE  CO.  •  HUDSON'S 
•  I.  MAGNIN  •  JOHN  WANAMAKER  •  JORDAN  MARSH  •  KAUFMAN'S  •  LIBERTY  HOUSE  •  UTTMAN  •  LORD  &  TAYLOR  •  L.S.  AYRES  •  MAAS  BROTHERS  •  MACY'S  • 
MAISON  BLANCHE  •  MARSHALL  FIELDS  •  MAY  D&F  •  MEIER  &  FRANK  •  NORDSTOM  •  RICH'S  •  STRAWBRIDGE  &  CLOTHIER  •  THALHIMER  •  WOODWARD  &  LOTHROP 
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Brother, 
can  you 
spare  a  dime? 

Oct.  24,  1988 
The  Hunts — 
Lamar,  Herbert, 
Nelson 


Iamar  Hunt,  57,  the  youngest  of  the 
I  three  cash-strapped  Hunt  broth- 
ers, once  reportedly  said:  "I  happen  to 
believe  one  suit  is  enough  for  any 
man."  We  can  only  hope  he  planned 
to  stand  by  his  words. 

The  Hunts,  once  considered  one  of 
America's  richest  families,  have  had  a 
tough  decade.  Forbes  estimated  that 
the  three  sons  of  oil  baron  H.L. 
Hunt — Nelson  Bunker,  William  Her- 
bert and  Lamar — were  worth  $3  bil- 
lion in  1983.  By  1986  their  net  worth 
was  $1  billion. 

This  year,  for  the  first  time,  the 
brothers  do  not  appear  on  The  Forbes 
Four  Hundred  list.  Two  years  ago  we 
moved  them  from  the  individual  list 
to  the  family  fortune  category.  That 
year,  their  bankers  said,  the  brothers 
were  worth  around  $300  million. 

How  did  the  Hunt  brothers  manage 
to  fall  so  far?  The  catalyst  for  the 
drastic  turn  in  fortunes  was,  of  course, 
the  fallout  from  the  more  than  $1 
billion  loss  from  their  attempt  alleg- 
edly to  corner  the  silver  market  in 
1980.  Then  came  the  oil  bust,  which 
helped  send  the  highly  leveraged  Hunt 
family  jewel,  Placid  Oil,  once  among 
the  largest  of  the  private  independent 
oil  producers,  into  Chapter  1 1  in  1986. 
Some  of  Placid's  assets  have  since 
been  sold  off,  shrinking  its  value  by 
S200  million.  Then,  in  1986,  Penrod 
Drilling  Co.,  one  of  the  world's  largest 
Beets  of  offshore  oil  rigs,  owned  by  the 
three  Hunt  brothers'  trusts,  defaulted 
on  debt  of  more  than  $700  million.  So 
the  trusts  turned  over  $200  million  in 
real  estate,  $25  million  in  cash  and 
a  50%  interest  in  Penrod  to  satisfy 
the  banks. 

The  Hunts  have  been  forced  to  dis- 
pose of  real  estate  and  petroleum  as- 
rn  a  terrible  market,  to  pay  vari- 
ous debts.  Last  year  Bunker  and  Her- 
bert finally  filed  for  personal 
bankruptcy.  Documents  indicated 
that  Herbert's  personal  property  was 
worth  $40  million.  His  brother  Bun- 
s  property,  which  includes  an  an- 


cient coin  collection  worth  $19  mil- 
lion and  3,000  acres  in  Kentucky  blue- 
grass  country,  was  valued  at  $250 
million.  But  that  pales  in  comparison 
with  the  $887  million  of  debt  for  Her- 
bert and  $1.2  billion  for  Bunker. 

In  August,  Bunker  and  his  largest 
creditor,  the  Internal  Revenue  Ser- 
vice, agreed  in  principle  to  a  $200 
million  settlement  of  a  $700  million 
claim  for  back  taxes.  Herbert  has 
agreed  to  settle  for  $60  million  the 
first  of  two  irs  claims.  A  second,  for 
$290  million,  is  pending. 

Lamar,  in  contrast  to  his  more  flam- 
boyant brothers,  is  not  faring  too  bad- 
ly. He  did  not  file  for  bankruptcy. 
While  not  ready  to  return  to  the  Prime 
Time  Forbes  Four  Hundred,  Lamar 
still  owns  the  Kansas  City  Chiefs — 
worth  an  estimated  $85  million — and' 
a  portion  of  an  amusement  park 
worth  around  $65  million. 


He's  back! 

June  16.  1986 
Victor  Posner 


Three  years  ago  Forbes  found  Vic- 
tor Posner  weak  and  bleeding.  We 
said  that  the  Miami  takeover  shark 
was  turning  into  fish  food. 

Now,  after  a  four-year  sabbatical 
from  The  Forbes  Four  Hundred,  Vic- 
tor Posner,  71,  returns  with  an  esti- 
mated net  worth  of  $295  million. 
Does  his  rebound  result  from  new  ex- 
cellent management  of  his  raggedy 
multibillion  empire-  After  all,  Pos- 
ner's  empire  includes  controlling  in- 
terests in  dwg  Corp.,  which  com- 
prises such  farflung  assets  as  National 
Propane,  Arby's  roast  beef  chain  and 
Royal  Crown  Cola;  in  Fischbach 
Corp.,  the  country's  biggest  electrical 
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THE  ONLY  NAME  CHANGES  WFVE  MADE 

W  OVERWEARS. 

As  we  approach  our  125th  anniversary  we  couldn't  help  but  take  a  look  at  our 
past.  Despite  a  typographic  change  or  two,  we  still  do  business  under  the  same  banner. 
Through  world  wars,  industrial  revolutions,  economic  booms  and  busts,  Kidder,  Peabody 
is  still  Kidder,  Peabody. 

In  addition  to  preserving  our  name,  we  hold  fast  to  our  original  beliefs.  We're 
strongly  committed  to  client  service  and  to  discovering  opportunities  in  times  of 
uncertainty 

Kidder,  Peabody  has  withstood  the  test  of  time  because  of  what  it  stands  for:  a 
dedication  to  excellence.  And  that's 
another  thing  that  won't  change. 

6>  KIDDER.  PEABIJDY  &  CO.  INCORPORATED  1989  FOUNDED  1865.  MEMBER  SIPC  OVER  60  OFFICES  WORLDWIDE 
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A  legendary  Jaguar  XJ6  for  only  $39,700*  would  be 
wonderful.  But  a  new  XJ6  at  this  price,  with  a  num- 
ber of  very  significant  improvements,  would  be  quite  an 
accomplishment.  Introducing  the  1990  Jaguar  XJ6. 

Our  list  of  improvements  starts  with  the  heart  of  the 
car.  This  new  Jaguar  is  powered  by  a  larger,  4-liter 
engine  that  produces  an  impressive  223  horsepower. 


Of  course,  a  larger  engine  requires  a  transmission 
that's  up  to  the  task.  Our  new  automatic  transmission 
not  only  channels  our  powerplant's  energies  effort- 
lessly, it  also  features  an  exhilarating  "sport"  mode  that 
produces  the  response  necessary  for  spirited  driving. 

For  safer,  surer  stopping  under  all  braking  condi- 
tions we've  installed  a  new  Teves  anti-lock  (ABS)  sys- 
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"Manufacturers  suggested  retail  price,  excluding  dealer  preparation,  transportation  license  and  taxes  Actual  retail  prices  are  set  by  the  dealer  and  may  vary 


em.  This  new  braking  system  provides  improved  fade 
esistance  and  a  25  %  increase  in  power  assistance. 

Our  patented  four-wheel  independent  suspension 
vill  give  you  a  smooth,  luxurious  ride,  while  inside 
)ur  spacious  cabin  you'll  relax  in  the  rich  warmth  of 
land-polished  walnut  and  soft,  supple  leather. 

But  perhaps  the  most  distinctive  characteristic 


MACHINE 


n 


found  in  every  Jaguar  is  its  styling,  a  design  philoso- 
phy developed  by  a  company  with  a  fifty-year  history 
of  building  one  classic  automobile  after  another. 

We  invite  you  to  test  drive  a  1990  Jaguar  XJ6.  For 
your  nearest  dealer,  call  toll-free:  1-800-4- JAGUAR. 

And  at  just  $39,700,  give  thought  to  not  only  rais- 
ing your  standards,  but  to  raising  your  spirits  as  well. 

JAGUAR 


19    12 


20"xll"xl5" 


The  essence  of  versatile— 20"  European  Cabin  Bag  from 
our  distinctive  Diamond  Collection.  Totally  hand-constructed 
in  double-diamond  monogram  fabric  with  natural  Belting 
Leather  trim  and  24-karat  gold-on-brass  fittings.  $375. 

Crouch  &  Fitzserald 

400  Madison  Avenue  at  48  St.,  New  York,  NY  10017.  212-755-5888. 
Outside  N.y.C  call  1-800-6-CROUCH. 


"Ready? 'Chesterfield'. 
What  word  comes  to 
mind . .  .  'Conservative'? 
Well,  that's  not  entirely 
off- but  decidedly 
different  terms  occur  to 
me:  Elegant.  Striking. 
Classic.  Indispensable. 
Unfailingly  appropriate. 
TheDavideCenci 
Chesterfield.  Made  and 
hand-finished  in  Italy, 
for  graceful  lines  and 
ease  of  movement. 
Traditional  dark  gray 
herringbone  design,  with 
black  velvet  collar. 
Equally  impressive  in 
either  double  or 
single-breasted  style,  as 
it  is  equally  correct 
over  black  tie  or 
business  suit.  Ready? Try 
again:  'Chesterfield'. 
I  am  confident  the 
correct  answer  is 
'DavideCenci' ." 

Davide  Cenci 

New  York 

801  Madison  Ave. 

;|h  Street 
k  10021 

328/5910 
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contractor,  as  well  as  in  Salem  Corp., 
a  holding  company  that  includes  a 
maker  of  heavy  equipment  for  the 
metal  industry,  and  a  coal  processing 
and  handling  outfit. 

Alas,  it's  not  management.  The  rise 
in  Posner's  net  worth  is  partly  courte- 
sy of  Andrew  N.  Heine,  60,  former 
chairman  of  Kinney  System  Inc.,  a 
New  York  parking  lot  operator.  In 
March  Heine  bid  $22  a  share,  or  about 
$572  million,  for  Posner's  major  hold- 
ing, dwg.  A  recent  offer  by  a  franchise 
investor  group  of  $200  million  to  pur- 
All  told,  Posner's  modus 
operandi  hasn't  changed 
much  over  the  years.  While 
his  companies  have 
perennially  struggled 
for  cash,  Posner  has 
paid  himself  as  much 
as  $17.5  million  in  a 
single  year. 

chase  the  fast-growing  Arby's  Inc.  has 
sparked  even  more  interest  in  dwg. 
The  shares,  which  traded  on  the 
American  Stock  Exchange  as  low  as 
53/s  in  the  past  year,  have  climbed  as 
high  as  15'/s  and  recently  traded 
around  12. 

In  May,  Posner  converted  securi- 
ties, which  he  had  held  for  more  than 
15  years,  into  9,263,847  shares  of  dwg 
common,  thereby  increasing  his  hold- 
ings to  46.5%  of  the  25.8  million  out- 
standing shares,  currently  valued  at 
around  $144  million. 

And  Fischbach  has  been  in  play 
twice  in  the  past  year,  adding  a  bit  to 
Posner's  totals. 

All  told,  Posner's  modus  operandi 
hasn't  changed  much  over  the  years. 
While  his  companies  have  perennially 
struggled  for  cash,  Posner  has  paid 
himself  as  much  as  $17.5  million  in  a 
single  year.  Even  in  the  years  when 
poor  Posner  fell  below  our  Forbes  Four 
Hundred  standard  of  wealth,  he  con- 
tinued to  be,  quite  simply,  a  man  who 
does  not  do  without — two  private 
jets,  a  120-foot  yacht,  and  chauffeured 
limousines. 

We  always  knew  that  this  wheeler- 
dealer,  who  dropped  out  of  school  at 
13  and  made  his  first  fortune  before  he 
was  20,  would  not  go  down  with  his 
ship.  Posner,  if  nothing  else,  has  al- 
ways known  how  to  line  his  own 
pockets.  And  with  buyers  in  the 
wings,  his  ships  are  rising,  not  sink- 
ing. For  now. 
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,  You  just  can't  miss  with  a  Lanier  copier. 
Because  we  guarantee  98%  up-time  or  your 
money  back  for  copier  down-time.  We  also 
offer  an  after  hours  toll-free  Helpline.  And 
ifyour  Lanier  copier  is  out  of  service       H,„TO;.u,„,,r/3>> 
for  over  8  hours,  you  get  a  free  Jtk  WkMwMEIfr 

loaner.  So  don't  putter  around       L#%klm       Elm 
with  broken  copiers.  CallLanier.    THEONLYCOURSETOTAKE. 


Name  . 


Please  send  me  free  information  about  ljnicr: 
□  Copiers   DFax   □  Dictation/Business  Phones 

Company 


Address . 

Cm- 


.State 


.Zip. 


. Phone |     L 


Or  call: 


1-800-852-2679 


Mail  to:  Lanier  Copier  Promise,  P.O.  Box  785,  Dayton,  Ohio  45401 
Some  resrnctions  apply.  Sec  \  our  Lanier  Copier  rcprcscnumt  for  rull  detail*.    2)  HARRIS 
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Bleak  ranch 

A  multimillion-dollar  legal  battle  is 
coming  to  a  head,  with  a  decision 
expected  soon  in  the  matter  of  the 
Irvine  Co.  and  its  owner,  billionaire 
Donald  Bren,  versus  Joan  Smith  and 
her  mother,  Athalie  Clarke.  The  epic 
case  has  raged  for  six  years,  consum- 
ing 155  trial  days  and  legal  costs  esti- 
mated at  $30  million. 

Smith's  grandfather,  James  Irvine 
Jr.,  founded  the  Irvine  Ranch,  a 
64,000-acre  sprawl  in  Orange  County, 
Calif,  that  is  gradually  being  devel- 
oped with  homes,  offices 
and  shopping  centers. 
Smith  was  part  of  the 
group  that  bought  the  Ir- 
vine Co.  from  the  Irvine 
Foundation  for  $337  mil- 
lion in  1977.  Her  partners 
were  an  all-star  crew  in- 
cluding shopping  mall 
magnate  Alfred  Taubman, 
Wall  Streeter  Herb  Allen, 
Detroit  investor  Max 
Fisher  and  Orange  County 
home  builder  Don  Bren, 
every  one  among  The 
Forbes  Four  Hundred.  In 
1983  Bren  bought  out  the 
Taubman-Allen  group  in  a 
deal  that  valued  the  ranch 
at  $1  billion.  A  triple  in 
six  years,  not  bad. 

But  Smith  wanted  more  for  her  1 1% 
than  the  $110  million  Bren  offered. 
She  contends  the  ranch  was  really 
worth  $3  billion  at  that  time,  mean- 
ing her  stake  should  have  fetched 
$330  million.  With  interest,  call  it  a 
cool  half-billion. 

Bren's  argument  is  simple:  A  gang 
of  shrewd  businessmen  agreed  that  $1 
billion  was  a  fair  price.  Taubman  and 
Fisher  took  the  stand  to  assert  they 
knew  what  they  were  doing.  Bren's 
lawyers  hammered  away  at  Smith's 
primary  expert  witness,  independent 
assessor  Robert  Flavell,  stretching  his 
testimony  to  ^?>  days,  after  which  Fla- 
vell was  reportedly  hospitalized  from 
exhaustion. 

As  far  as  the  county  tax  assessor 
was  concerned,  the  property  was 
worth  $3  billion.  At  least  Irvine 
agreed  to  that  valuation  for  tax  pur- 
poses after  the  sale.  Bren's  lawyers,  by 
arguing  it  was  somehow  irrelevant, 
managed  to  get  that  little  bit  of  infor- 
mation ruled  inadmissible  in  the  case. 


/nine  Co.  's  Hreu 


So  Bren's  side  has  carried  on  its  books 
less  than  $200  million  to  pay  Smith's 
claim.  A  surprise  verdict,  however,  is 
not  out  of  the  question. 

Fund  flop,  Japanese-style 

Moving  into  the  U.S.  market  in  a  big 
way,  Dai-Ichi  Kangyo  Bank  agreed  to 
pay  $1.4  billion  for  almost  5%  of 
Manufacturers  Hanover  Corp.  and 
60%  of  Manufacturers'  C.I.T.  unit 
last  month.  Dai-Ichi  hopes  it  has  a 
solid  deal,  because  its  first  two  at- 
tempts to  crack  the  U.S.  led  to  quiet 
but  palpable  embarrassments. 
Late  last  year  Citicorp  tried  to  put 
together  a  leveraged 
buyout  fund  along  with 
Dai-Ichi  and  C.  Itoh  &  Co. 
The  managing  partners 
ponied  up  a  total  of  $53 
million,  and  the  Japanese 
firms  were  to  solicit  limit- 
ed partners  (minimum  in- 
vestment: $10  million) 
from  among  their  Japa- 
nese customers.  The  goal: 
to  raise  a  total  of  some 
$300  million.  But  the  in- 
vestors just  weren't  forth- 
coming. Citicorp  put  the 
fund  out  of  its  misery  in 
July  when  none  of  Dai- 
Ichi's  or  C.  Itoh's  much- 
vaunted  contacts  would 
put  in  a  dime. 
Why  did  the  fund  flop?  Japanese 
investors  were  apparently  soured  by 
two  earlier  funds  in  which  Dai-Ichi 
and  several  American  partners  tried 
to  do  U.S.  deals.  Those  funds,  ru- 
mored to  have  been  the  same  size  as 
the  Citicorp  fund,  apparently  never 
made  an  investment.  But  the  partners 
got  socked  for  management  fees, 
probably  close  to  2%.  Still,  the  Japa- 
nese got  to  see  how  m&a  is  really 
done  in  America:  fees  first,  questions 
later. — Jason  Zweig 

Lorenzo  versus  the  shorts 

In  late  August  Texas  Air  supremo 
Frank  Lorenzo  announced  he  was 
considering  selling  a  minor- 


ity piece  of  his  Continental  Airlines 
subsidiary,  a  possibility  he  reiterated 
at  the  annual  meeting  in  mid-Septem- 
ber. Since  then,  nothing.  Most  Wall 
Street  thinking  was  that  Lorenzo,  daz- 
zled by  the  bidding  wars  for  United 
and  Northwest,  had  floated  what 
could  be  a  trial  balloon,  hoping  to 
scare  up  an  offer  he  couldn't  refuse. 

But  he  may  have  had  a  different 
motive.  Lorenzo  is  rankled,  says  one 
analyst,  that  Texas  Air  has  long  sport- 
ed the  biggest  short  position  on  the 
Amex,  recently  3.4  million  shares  on 
40  million  outstanding.  The  Conti- 
nental deal  talk  did  help  push  the 
stock  up  almost  a  third  in  a  month,  to 
around  20,  giving  the  shorts  heart- 
burn. About  that  time,  short  interest 
fell  8.4%.  "He  killed  two  birds  with 
one  stone,"  chuckles  our  source. 

King  of  defaults 

Lee  Sutliffe,  a  Kansas  City  real  estate 
developer,  is  also  behind  a  not-for- 
profit  nursing  home  outfit,  First  Hu- 
mames.  The  company  owns  21  nurs- 
ing homes,  funded  by  almost  $83  mil- 
lion in  junk  municipal  bonds  issued 
since  1984.  In  mid-September  First 
Humanics  filed  for  Chapter  11.  The 
junk  bonds  turned  out  to  be  trash. 

The  First  Humanics  story  is  a  clas- 
sic case  of  a  deal  loaded  against  inves- 
tors from  the  start.  The  package  con- 
sisted of  existing  nursing  homes  pur- 
chased by  First  Humanics  at  a 
premium,  wrapped  up  with  fat  un- 


■ 


■*?•=*£.  "tr-  "  s  , 

V 


m^j^% 


■>> 


j> 


14 


FORBES  400/OCTOBER  23,  1989 


When  You  Care,  |    And  Shows. 
It  Shows. 


htful  gesture  that  adds  ud  to 


through  the  momei 


\WU  show  VOU 


receipt  slipped  unde 


rn.  America 


1-800-528-0444 


DOUBLETREE  HOTELS 


Turn  To  Page  193  For  An  Important  Message 
On  Estate  Planning  And  Taxes 
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Helpful  hints  on  what 
you  need  to  know  to 
make  sure  your  wealth 
reaches  the  people  you 
choose  in  the  manner 
you  choose,  while  mini- 
mizing estate  taxes. 
Exclusively  in  the  pages 
of  FORBES. 
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Look  for  the  special 
Merrill  Lynch  supple- 
ment called  Estate 
Planning:  Leaving  A 
Lasting  Legacy,  and 
call  1-800-637-7455, 
Ext.  8557  for  your  free 
copy  of  "48  Tax  Saving 
Ideas  for  Investors." 


derwriters'  fees  and  payments  to  Sut- 
liffe,  who,  conveniently,  acted  as  de- 
veloper on  the  projects.  Brokers  sell- 
ing the  bonds  to  their  hapless 
customers  took  a  rich  commission  of 
4%;  brokers  selling  high-quality 
bonds  usually  get  a  point  or  two  per 
bond.  As  many  as  eight  of  the  First 
Humanics  deals  wound  up  in  munici- 
pal bond  unit  trusts  issued  by  Bear, 
Stearns. 

Although  none  of  the  bondholders 
is  receiving  interest  payments,  Sut- 
liffe  says  principal  will  be  paid.  Junk 
muni  traders  are  dubious,  given  Sut- 
liffe's  none-too-inspiring  record.  Ear- 
lier this  decade  he  was  associated 
with  a  handful  of  defaulted  bond  offer- 
ings issued  by  now-defunct  Buchanan 
&  Co.,  a  firm  kicked  out  of  the  nasd 
for  "deceptive  and  dishonest  under- 
writing practices." 

Sutliffe  says  he  will  do  all  he  can  to 
put  First  Humanics  back  on  its  feet. 
But  he's  already  moved  on  to  greener 
pastures.  A  few  years  ago  he  took  up 
with  another  nursing  home  concern, 
Cincinnati-based  International  Elder- 
ly Care,  Inc.  In  recent  months  the 
company  has  sold  $23  million  in  junk 
revenue  bonds,  underwritten  by  Grey, 
Randolf  &  Abbott  Ltd.,  and,  big  sur- 
prise, with  the  same  fat  brokers'  com- 
missions attached.  If  at  first  you  don't 
succeed.  .  .  . — Gretchen  Morgenson 

Campeau  redux? 

Maybe  mall-builder  Frank  Pasque- 
rilla,  Johnstown,  Pa.'s  gift  to  The 
Forbes  Four  Hundred,  just  felt  left 
out.  After  all,  developers  Campeau 
Corp.  and  Hooker  Corp.  have  been 
grabbing  all  the  headlines  in  the  last 
few  years,  buying  big-name  retail 
chains.  Pasquerilla,  whose  Crown 
American  Corp.  bought  Hess's  de- 
partment stores  in  1979,  told  the 
world  last  month  that  with  Cam- 
peau crumbling,  he  would  likely 
make  a  billion-dollar-plus  bid  for 
Bloomingdale's. 

Pasquerilla  says  he  would  use  Bloo- 
mies  to  anchor  new  malls.  But  he 
has  never  built  an  upmarket  mall 
before;  his  properties  are  in  mid- 
America  markets  like  Scranton,  Pa. 
and  Oak  Ridge,  Tenn.  And  financing 
the  purchase  would  put  him  deeply 
in  hock,  leaving  little  room  for  ex- 
pansion of  either  chain.  "It's  a  joke," 
sneers  crosstown  rival  George  Za- 
mias.  "He  did  it  to  get  attention." 
Pasquerilla  still  insists  he  is  "going 
to  take  a  shot  at"  Bloomies,  and 
maybe  even  b.a.t  Industries'  Mar- 
shall Field's.  He  might  learn,  as 
Campeau  did,  that  pride  goeth  before 
a  mall. — Christopher  Palmeri 
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Let's  say  the  foot  is  your  company, 
the  banana  is  a  change  in  interest  rates, 
and  the  floor  is  extremely  hard,     j 

The  economy  can  be  accused  of  many  things.  Predictability  is  probably 
not  one  of  them. 

This  economic  fickleness  can  place  your  company  in  a  rather  vulnerable 
position.  As  you  charge  boldly  into  the  future,  eyes  on  the  horizon,  even  a  fairly 
minor  fluctuation  in  interest  rates  can  sneak  up  on  you  and  bring  your  company 
to  its  knees. 

Or  to  some  even  humbler  portion  of  its  anatomy. 

The  same  thing  can  happen,  of  course,  if  exchange  rates  or  commodity 
costs  decide  to  dance  a  little  t  i        jig. 


Clearly,   some 
At  Continental  Bank 

In  brief, 
exactly  how  much 


should  be  done  to  deal  with  this  threat, 
we  suggest  financial  risk  management, 
risk  management  allows  your  company  to  specify 
rate  variation  you're  willing  to  tolerate. 
If  rates  rise  or  fall  beyond 


the  limits 

you've  specified, 

you're  protected. 

Whether  the  rate  in  question  is  the 

prime  or  Eurodollar,  yen  or  deutschemark. 

Beyond  the  obvious  peace  of  mind  it 
offers,  financial  risk  management  confers  numerous 
other  benefits. 

It  controls  your  cost  of  funds.  It  allows  you  to  budget  your  interest 
expense  with  greater  confidence.  It  prevents  unforeseen  depletion  of  your  capital. 
On  the  whole,  it  permits  you  to  do  business  in  a  much  more  orderly  fashion. 

Risk  management  is  a  relatively  recent  arrival  on  the  financial  scene,  but  it 
is  already  being  heralded  as  the  ideal  mix  of  prudence  and  opportunity.  It  accords 
well  with  our  philosophy— which  is  to  bring  our  customers  the  most  innovative, 
most  effective  financial  tools  we  can  find,  develop  or  invent. 

To  learn  more  about  how  risk  management  can  help  your  company,  talk  to 
a  Continental  banker  at  (312)  828-5799.  There'll  still  be  bananas  in  the  world. 

But  at  least  you  won't  be  stepping  on  them,   ft?  ContlllOritdl  Bank 

A  new  approach  to  business." 


c  1989  Continental  Bank  N.A.  231  South  LaSallc  Street,  Chicago.  Illinois  60697 
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". . .  and  Chubb's  appraiser  pointed  out 
architectural  detail  even  I  didn't  know  existed!' 
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The  unique  properties  of  a  Masterpiece  replacement  insurance  policy  from  Chubb  are 
perhaps  best  appreciated  by  those  who  own  unique  properties.  When  a  Chubb  appraiser  provides 
your  home  with  a  complimentary  inspection,  fine  architectural  and  construction  details  are 
carefully  noted,  creating  a  valuable  record.  \bu're  advised  on  how  to  minimize  the  chance  of  a 
loss.  And  you  get  an  expert,  detailed  estimate  of  your  true  insurance  needs.  i /— -^i 

After  all,  the  essence  of  a  replacement  policy  from  Chubb  is  the  promise         f 
to  replace  your  home  with  your  home,  even  if  it  really  is  a  castle.  Ask  your  agent  or  V  a 

broker  about  Chubb,  or  call  800-922-0533.  '        ^-^' 


in- 1  Companies  is  proud  to  p'artii  ipate  in  "American  Playhouse!'  Watch  for  it  on  PBS. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


A  SENSE  OF  PROPORTION  ON  THE  DISPROPORTIONATELY  RICH 


If  the  total  wealth  of  the  400  richest  people  in  America — 
over  $268  billion — was  confiscated  by  the  feds  today,  it 
would  run  the  government  for  three  months. 

Ifthefedstook  100%  of  theincomefromthe35,875  people 
who  earned  a  million  bucks  or  more  in  1 986,  according  to  the 
Tax  Foundation's  computations,  the  increase  in  revenue 
would  have  run  the  government  for  12  days. 

Imagine  what  it  would  do  to  revenues  if  numerous  states 
could  no  longer  have  multimillion-dollar  pots  to  inspire 


millions  of  lottery-ticket-buying  hopefuls. 

Those  who  would  wipe  out  huge  incomes  or  vast  wealth 
by  confiscatory  taxation  would  also  wipe  out  a  vital  moti- 
vator for  the  entrepreneurial  spirits  who  spark  our  vigor- 
ously growing  free  enterprise  economy. 

The  relatively  little  garnered  by  the  very  rich  in 
proportion  to  our  incredible  gnp  should  cause  critics  to 
pause  a  bit  to  ponder  the  incalculable  ultimate  cost  of 
confiscating  that  wealth. 


CAN  YOU  BELIEVE  THAT  AIRLINE  PILOTS  CAN  BE  AS  UNCHECKED  OUT 


as  inexperienced  as  the  two  at  the  controls  of  that  aborted- 
takeoff  crash  at  La  Guardia  airport  recently?  Only  two 
died,  but  the  other  57  passengers  and  4  crew  members 
came  within  seconds  of  death. 
And  even  if  the  pilots  hadn't  disappeared  from  the 


scene  of  the  accident  and  remained  in  hiding  for  a  day 
and  a  half,  they  couldn't  have  been  required  to  take  a 
drug  or  alcohol  test. 

Incredible. 

Unallowable. 


IF  BLOOMINGDALES  IS  TO  BLOOM  ANEW 


the  surest  way  to  insure  that  is  to  make  sure  Chairman 
Marvin  Traub  gets  an  appreciable  piece  of  the  action.  He's 
the  key  to  reactivating  the  on-the-ball,  ahead-of-the-crowd 
fashion  mystique  that  made  Bloomies  a  crown  jewel.  It's 
because  it  was  such  a  jewel  that  the  dazzled  Mr.  Campeau 

FOREIGNERS  STILL  DIG 

We're  all  well  and  painfully  aware  of  the  decline  in  U.S. 
exports  and  the  costly  climb  in  U.S.  imports.  Rather  than 
price,  higher  quality  of  imports  vis-a-vis  our  own  stuff  has 
often  been  pinpointed  as  the  villain. 

We  were  undone  in  many  cases  by  having  had  it  our  own 
way  for  so  long  after  WWII.  But  our  competitive  adrenaline 
is  again  running.  There  are  heartening  signs  that  our 
capabilities  and  zest  for  a  leading  place  in  the  market- 
places of  the  world  are  alive  again. 

An  Ogilvy  &.  Mather  survey  of  257  nonpackage- touring 
foreign  visitors  about  to  depart  the  U.S.  provides  a  right 
good  bit  of  cheer.  Tops  in  cachet  for  44%  of  'em  are 
American  sporting  goods  and,  for  personal  computers, 
24% .  A  startling  34%  lust  after  American  cars,  26%  seek 
U.S.  stereo  equipment  and  home  appliances. 


way  overreached  himself,  tripped  and  fell. 

If  Marvin  can't  put  his  own  lbo  together  a  la  Macy's  Ed 
Finkelstein,  whoever  does  get  Bloomingdale's  had  better 
give  him  equity  enough  and  supply  cash  flow  enough  to 
make  that  department  store  flagship  again  the  champ. 

"MADE  IN  THE  U.S.A." 

They're  nuts  about  the  availability  and  array  of  our  fresh 
fruit,  our  juices  and  our  vegetables,  as  well  as  hamburgers, 
pizzas  and  corn-on-the-cob. 

We're  where  it's  at  for  pop  culture  and,  while  rock  'n' 
roll  is  universal,  U.S.  country  and  western  music  wows 
our  foreign  friends.  Among  60  American  brand  names,  the 
world's  top-rated  five  are  Coke,  ibm,  Nike,  at&t  and 
American  Express. 

Our  foreign  visitors  find  Americans  and  America 
distinguished  by  their  dedication  to  youthful  thinking 
and  living  and  appearance  and  fitness.  Americans  con- 
tinue to  be  dedicated  to  "being  number  one  and  think- 
ing big."  They  see  as  a  "quintessential  American  quali- 
ty" our  optimism. 

Disneyland  is  number  one  on  their  U.S.  hit  parade, 
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with  the  clantic  seaboard's  Statue  of  Liberty  and  the 
Pacific'  Jolden  Gate  Bridge  as  the  other  two  most 
appea'   ig  symbols. 

.E'S  BIG  BECAUSE  HE  ISN'T  TOO  BIG 

Spain's  most  intriguing  and  profitable  banker  confounds 
most  of  the  accepted  management  precepts.  Luis  Vails, 
chairman  of  Banco  Popular  Espahol,  spends 
far  more  time  ruminating  about  strategy  on 
his  mountain-top  retreat  than  in  his  splendid 
office.  In  a  fascinating  Wall  Street  Journal  pro- 
file, reporter  Nicholas  Bray  reports: 

"In  apparent  contrast  with  his  big-picture, 
long-term  focus,  his  methods  also  involve 
painstaking  attention  to  detail.  When  a  Brit- 
ish pensioner  living  in  Spain  complained  a 
few  years  ago  of  being  repeatedly  shortchanged  in  the 
benefits  from  her  previous  employer,  Mr.  Vails  personally 


While  our  foreign  visitors  are  candid  about  what  they 
see  as  U.S.  shortcomings,  they  don't  see  us  as  far  behind 
the  eight  ball  as  we  seem  to  think  we  are. 

TO  TACKLE  THE  SMALLEST  GRIPES 

got  to  the  bottom  of  it.  He  found  that  the  problem  lay  in 
the  conversion  rates  being  used  by  the  British  concern. 

"  'In  the  constant  fight  against  bureaucracy, 
the  lead  has  to  come  from  the  top,'  he  says.  'If 
you  don't  have  the  chairman  looking  after 
such  problems,  other  people  won't  bother.'  " 
If  you  don't  take  time  to  dream  about  what 
might  be,  could  be  or  should  be  your  com- 
pany's future,  it  won't  have  one.  If  you  don't 
keep  your  antenna  tuned  to  nitty-gritty  de- 
tails, you  don't  have  a  future. 
The  two  are  not  in  contradiction.  The  art  of  successful 
management  lies  in  masterfully  proportioning  the  two. 


ONE  AD'S  GREAT.  IS  THE  OTHER  BAD? 


Is  this  Lee  blue  jeans  ad  a  bad  one?  Reader  Robert 
Yopko  of  Ann  Arbor,  Mich,  writes:  "When  it  comes  to 
stupid  ads,  this  takes  the  cake.  What  does  this  mean? 
Does  she  cost  $750?  Do  the  jeans?" 

I  am  as  torn  as  the  jeans  because  I  really  think  the  ad 
is  more  provocative  than  bad.  Is  that  bad? 

Indisputably,  though,  this  Lockheed  message  is  first- 
rate.  A  uniquely  intriguing  illustration  and  the  consequen- 
tial point  simply  but  powerfully  made:  "In  the  early  15th 
century  China  was  the  most  advanced  power  on  Earth. 
The  Middle  Kingdom  led  the  world  in  such  technologies  as 
gunpowder,  printing,  metallurgy,  engineering  and  medi- 
cine. By  1431  a  Chinese  fleet  of  62  ships  and  28,000  men 
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had  reached  the  east  coast  of  Africa.  It  was  only  a  matter  of 
time  before  the  Chinese  discovered  Europe.  Then  the 
Ming  Emperors  halted  all  further  voyages.  Science  and 
technology  decayed.  And  the  next  five  centuries  saw  Chi- 
na become  one  of  the  world's  exploited  nations. 

"The  United  States  now  also  finds  itself  at  a  critical 
time  in  history.  The  funding  of  our  whole  space  program 
seems  to  be  politically  in  doubt.  Whether  space  is  explored 
by  the  United  States  or  the  Soviet  Union  or  Europe,  it  will 
be  explored.  The  direction  the  United  States  now  takes 
into — or  away  from — space  will  have  implications  for  our 
fate  during  the  next  500  years.  Our  moment  is  now. 

"Lockheed.  Giving  shape  to  imagination." 


RUBBING  OUT  "MADE  IN  THE  U.S.A. 


n 


In  these  times  when  one  of  our  real  problems  is  that  we 
don't  export  enough  in  relation  to  what  we  import  (seep 
-'/ ).  I  renumber  over  half  a  century  ago  when  I  had  a  bit  of 
a  problem  with  the  reverse.  In  the  summer  following 
college-freshman  year,  I  had  a  three-week  job  on  a  United 
Fruit  freighter,  and  our  principal  stop  was  in  Nicaragua — 


in  this  much-jungled  land.  I  bought  two  of  them,  feeling 
they'd  be  perfect  memorabilia,  crossed  over  the  fireplace  of 
our  dorm  room,  of  my  romantic  summer  work  safari. 

Aboard,  on  unwrapping  these  quintessential  Central 
American  artifacts,  I  was  chagrined  to  see  implanted  on 
the  blades  "Made  in  New  Haven,  Connecticut."  So  a  lot  of 


then  a  banana  republic  under  the  paternal  aegis  of  United     off  hours  were  spent  with  an  emery  stone  eliminating  this 
Fruit.  The  machete  was  the  principal  agricultural  weapon     deromanticizing  imprint. 
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A  HEARTWARMING  WAT  TO  BE  DROPPED  FROM  THE  "400" 

This  man  made  an  ongoing  investment  that  he  personally  supervises,  which  has  now 
put  him  below  the  level  of  wealth  required  to  still  be  among  America's  400  richest.  But 
it  will  result  in  a  vastly  greater  return  on  his  money  than  any  other.  See  page  118. 

RICH  AS  CROESUS  WAS,  HE  GOT  TAKEN 

Since  Forbes  has  become  the  au- 


thority on  who  are  America's  and 
the  World's  richest  and  by  how 
much,  we've  become  very  familiar 
with  all  the  synonyms  and  similies 
used  in  connection  with  great 
wealth.  Foremost  among  the  stand- 
bys  is  "rich  as  Croesus." 

So  we  could  not  resist  acquiring 
this  portrait  of  ol'  King  Croesus.  We 
figure  it  would  be  most  apropos  to 
have  him  looking  down  from  the  wall  at  the  workings  of 
those  of  our  editorial  staff  who  labor  unceasingly  year  in, 
year  out,  updating  the  rich  veins  that  flow  into  our  annual 


listings  of  The  Forbes  Four  Hun- 
dred, The  World's  Billionaires  and 
The  Richest  Entertainers. 

It  was  in  546  b.c.  that  Croesus,  the 
pelf-laden  King  of  Lydia,  blew  his 
throne  and  kingdom  because  he  mis- 
interpreted that  enigmatically  can- 
ny Oracle  who  hung  out  at  Delphi. 
Anxious  to  invade  Persia,  Croesus 
asked    the    Oracle    should    he    or 
shouldn't  he.  And  he  was  elated  at  the 
reply,  "If  you  cross  Halys,  you  will  destroy  amighty  empire." 
He  did.  And  the  oracle  was  right.  Only  the  mighty 
empire  destroyed  was  that  of  King  Croesus. 


WRINKLES  BETTER  THAN  CURTAINS 

A  lady  who's  been  successfully  fighting  cancer  wrote     on    a    lot    of    things.    I    used    to    worry    about    getting 
to  us  the  other  day:  wrinkles  and  now  I'm  happy  I'm  going  to   live  long 

"A  life-threatening  illness  changes  your  perspective     enough  to  get  them." 


IF  IT  DOESN'T  DO  ANT  GOOD 

why  bother? 


ONE  PLACE  TOU  CAN'T 

stay  is  put. 


BOOKS 


IIXKER 


GOOD 
TIMES 


•  The  Good  Times— by  Russell  Bak- 
er (William  Morrow  &.  Company, 
Inc.,  $19.95).  Columning  Russell  Bak- 
er goes  on  enriching  American  letters. 
His  Pulitzer  Prize'd  account  of  Grow- 
ing Up  engrossed  us  by  the  hundreds 
of  thousands,  and  this  further  account 
of  his  family  and  journalist  years  is 


equally  moving.  The  last  chapter  is  a  poignant  shaker- 
upper.  Let  us  pray  that  Russell  Baker  has  many  more 
chapters  to  go  before  the  Final  one. 

Excerpts:  Nixon  fitted  none  of  [a  presidential  can- 
didate's) personality  specifications,  so  had  to  fake  it.  All 
right,  a  lot  of  good  people  in  politics  had  to  fake  it; 
Nixon's  problem  was  that  you  could  see  him  faking  it. 
"Tricky  Dick,"  the  nickname  that  afflicted  him,  was 
false  and  misleading.  He  had  no  talent  whatever  for 
fakery.  His  attempts  at  it  were  so  transparent,  so  wooden, 
so  reminiscent  of  the  lead  in  the  eighth-grade  class  play, 
that  they  invited  laughter  and  contempt.  .  .  .  A  family  is 
many  generations  closely  woven;  though  generations  die, 
they  endure  as  part  of  the  fabric  of  the  family;  and  a 
burying  ground  is  a  good  place  to  remind  the  living  that 
they  have  debts  to  the  past.  This  churchyard  was  where 
[my  motherj  belonged.  It  was  full  of  her  life. 


9  The  Unreality  Industry — by  Ian  I. 

Mitroff  and  Warren  Bennis  (Birch  Lane 
Press  Book,  Carol  Publishing  Group, 
$17.95).  The  authors  set  up  a  grossly 
overblown  straw  man  and  then  pro- 
ceed to  knock  out  what  they  have 
stuffed  into  it.  Their  thesis:  Our  mass 
media,  particularly  tv,  have  sold  us 
fantasies  as  reality;  tv  has  so  glazed  our  vision  that  we  have 
no  perception  of  our  enormous  problems.  Do  these  authors 
really  believe  that  the  present  world  peace  and  overall 
economic  health  in  the  Free  World  are  all  Tv-induced 
hallucinations?  That  our  vast  and  deep  and  growing  alarm 
over  the  drug  scourge  is  a  mirage?  What  could  be  a  challeng- 
ing debating  point  in  this  book  is  beaten  into  pulp. 
Excerpts:  The  deliberate  creation  of  unreality  is  one  of  the 
most  pivotal  social  forces  shaping  our  time.  We  have 
empowered  tv  to  become  one  of  the  most  powerful  forces  in 
our  lives.  The  consequence  is  that  rvnot  only  defines  what 
isreality,  but  much  more  importantly  and  disturbingly,  tv 
obliterates  the  very  distinction,  the  very  line,  between 
reality  and  unreality.  .  .  .  Unreality  is  big  business.  It 
in  volves  the  expen  diture  of  billions  of  dollars  ann  ually.  It  is 
deliberately  manufactured  and  sold  on  a  gigantic  scale. 
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Frankly,  not  even  j 
precisely  how  long  a  U 


There  is  no  simpler  index  of 
automotive   value   than   automo- 
tive longevity. 

The  more  you  get  out  of  a 
car  in  miles  and  years  of  faithful 


as  long  as  five  million  miles,  to 
engine  machining  tolerances  as 
line  as  .001  millimeter. 

Precisely  how  far  can  this  pas- 
sionate pursuit  of  durability  even- 


U  1,184,880  miles, 
u  1957  Mercedes-Benz  is  listed  in 
service,   the  more  car  you've  got      the  Guinness  Book  of  World  Records      tually    take    a    Mercedes-Benz-and 

,.  lis  the  world's  most  durable  car. 

ten  tor  your  money. 


your  money?  The  fact  is  that  no  one 

No  carmaker  goes  to  greater  lengths  than  knows  precisely.   Although  it  should  be  noted 

Mercedes  Hen/  in   the  effort  to  give  you  just  that    the    Guinness    Book    of   World    Records 

From    preproduction    shakedown    tests  has  declared   a  certain    1957   Mercedes-Benz 
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ineers  know 
rcedes-Benz  can  last. 


sedan  "the  world's  most  durable  car." 

There  is  absolutely  no  guarantee,  of  course, 
that  your  new  Mercedes-Benz  will  someday  equal 
or  surpass  that  car's  one  million,  one  hundred 


and  eighty-four   thousand,   eight   hundred  and 
eighty  miles. 

But  then,  there  is  absolutely  no  guarantee 
that  it  won't.  For  more  information  about 
Mercedes-Benz  automobiles,  call  1-800-336-8282. 


ENGINEERED  LIKE  NO  OTHER 
CAR  IN  THE  WORLD 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


It  Can  Happen  Here 

The  belief  in  high  rewards  is  cer- 
tainly not  dead  in  the  land.  In  1972, 
when  George  McGovem  was  cam- 
paigning for  President,  he  was  sur- 
prised to  find,  in  working-class  dis- 
tricts, so  little  response  to  his  propos- 
al for  raising  the  capital  gains  tax. 
"What  do  they  think?"  he  asked. 
"That  they  are  all  going  to  win  the 
state  lottery?"  Perhaps — or  else  that 
they  were  going  to  sell  their  house  for 
twice  what  they  paid  for  it,  or  start  a 
small-town  restaurant  and  run  it  into 
a  Howard  Johnson  chain. 

—The  Very  Rich, 
by  Joseph  Thorndike  Jr. 

Jerome  vs.  Cecil 

Jerome  Zerbe,  who  died  at  85,  was 
this  country's  first,  and  really  only, 
society  photographer.  His  camera 
kissed  but  never  told.  He  was  both 
kind  enough  and  cunning  enough  not 
to  publish  a  single  unflattering  photo- 
graph [of)  the  rich  and  celebrated,  the 
young  and  cherished,  the  merely  gift- 
ed as  they  made  their  rounds  of  the 
whirling  world,  stepping  from  private 
planes  and  chauffeured  limousines  to 
lend  their  breezy,  racy  certainty  of  self 
to  costume  balls,  hunt  breakfasts  and 
noisy  nightclubs. 

Cecil  Beaton  photographed  the 
same  sumptuous  subjects,  but  in  a 
formal — indeed,  a  ceremonial — man- 
ner,   in   moments   of   parade    rather 


than  of  pleasure,  which  is  to  say, 
when  they  were  working  at  pleasure. 
They  were  posed  past  perfection: 
empty  myths. 

— Steven  M.L.  Aronson,  Interview 

An  All  American 

When  Irving  Berlin  complained  that 
20th  Century  Fox  paid  Rodgers  and 
Hammerstein  more  for  "Oklahoma!" 
than  it  offered  him  for  "Annie  Get 
Your  Gun,"  the  studio  argued  that  he 
shouldn't  care;  he  was  so  rich  he'd 
have  to  give  91%  to  the  government. 
"You  don't  understand,"  Mr.  Berlin 
explained.  "I  came  to  this  country 
from  Russia,  and  look  what's  hap- 
pened to  me.  This  country  has  been 
wonderful  to  me.  I  love  this  country.  I 
love  to  pay  taxes." 

— New  York  Times 

Copping  Out 

By  1978  John  Lennon  had  ceased 
to  resemble  himself.  Wasted  by  diet- 
ing, fasting  and  self-induced  vomit- 
ing, he  weighed  only  130  pounds. 
Totally  enervated  by  lack  of  purpose 
and  exercise,  he  rarely  left  his  bed. 
Drugged  all  day  on  Thai  stick,  magic 
mushrooms,  or  heroin,  he  slept 
much  of  the  time  and  spent  his 
waking  hours  in  a  kind  of  trance. 

What  had  happened  to  John?  The 
same  thing  that  happened  to  How- 
ard    Hughes     and     many     another 


The  pen  rest  man  in  America:  Sam.  l  'nele,  ones  t3  trillion 
hi  national  debt  (No  longer  included  in  Forbes  list ) 


—New  York  Host 


wealthy,  self-indulgent  recluse.  Len- 
non had  simply  refused  to  pay  the 
price  for  staying  alive,  the  toll  levied 
in  terms  of  involvement,  responsi- 
bility and  effort. 

— The  Lives  of  John  Lennon, 
by  Albert  Goldman 

No  Paper  Plates? 

Mary  Hudson  of  Kansas  City,  who 
built  a  nine-figure  fortune  operating  a 
gas  station  chain,  achieved  her  wealth 
largely  by  penny-pinching,  and  the 
habit  apparently  carried  over  to  her 
private  life.  Once  when  she  was  pre- 
paring for  a  large  dinner  party  she 
bought  off-price  liquor,  and  brownies 
for  dessert.  She  didn't  see  any  reason 
for  using  a  separate  dessert  plate  for 
the  brownies. 
— The  Ultra  Rich,  by  Vance  Packard 


The  only  thing  of  value  we 
can  give  kids  is  what  we 
are,  not  what  we  have. 

— Leo  Buscaglia. 
Living,  Loving  A  Learning 


Artistic  Schemer 

Art  dealer  Joseph  Duveen's  mark- 
ups were  as  shrewd  as  the  man  him- 
self— exactly  what  the  traffic  would 
bear.  His  tips  were  as  expansive  as  his 
manner.  A  SI 00  bill  pressed  discreetly 
into  the  palm  of  a  deck  steward  on  the 
liner  Aquitania  seems  excessive  for 
the  era,  but  it  secured  Duveen  what 
he  wanted — a  deck  chair  placed  along- 
side that  of  Alexander  Smith  Coch- 
ran, the  carpet  tycoon.  Wrapped  in 
steamer  rugs,  sharing  morning  bouil- 
lon and  afternoon  tea,  Duveen  and 
Cochran  were  soon  on  the  best  of 
terms — which  set  Cochran  back  $5 
million  worth  of  European  art. 
— Rainbow  People,  by  Richard  Collier 

Gold  in  Them  Thar  Hills 

On  February  23,  1938,  Joseph  Ken- 
nedy sailed  for  England  to  make  his 
fortune,  just  as  his  grandfather  had 
hoped  to  do  nearly  a  century  earlier 
when  he  left  for  America.  "We're  go- 
ing to  London,"  Kennedy  had  joked 
when  he  informed  an  aide  of  the  [am- 
bassadorship], "but  don't  go  buying  a 
lot  of  luggage.  We're  only  going  to  get 
the  family  in  the  Social  Register. 
When  that's  done,  we  come  on  back 
and  go  out  to  Hollywood  to  make 
some  movies  and  some  money." 
— The  Kennedys,  by  Peter  Collier 
and  David  Horowitz 
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VACHERON  CONSTANTIN 

The  World's  oldest  Watch  Manufacturer 
Geneva  since  1755. 


Business  Gifts 

That  Are  Remembered, 

Forever, 


Tiffany's  Corporate  Division  offers  an  extraordinary 
selection  of  gifts  that  will  be  cherished  for  years  to  come.  Because 
nestled  inside  of  every  Tiffany  blue  box  is  a  gift  of  exclusive 
design  and  remarkable  craftsmanship,  reflecting  a  152-year  heri- 
tage. Whether  it's  jewelry,  sterling  silver,  crystal,  clocks,  watches 
or  fragrance,  there's  something  exquisite  to  accommodate  every 
budget  and  holiday  gift  need. 

The  highest  standards  of  customer  service  are 
upheld  by  your  personal  Account  Executive  who  takes  pride  in 
serving  your  special  business  needs.  Backed  by  a  support  system 
second  to  none,  your  Account  Executive  ensures  no  detail  is 
overlooked,  including  prompt  fulfillment. 

You'll  receive  this  same  level  of  expertise  in  developing 
sales  incentive  programs,  recognition  award  programs  and  in 
dealing  with  our  Custom  Design  department.  So  whether  you're 
celebrating  a  sales  achievement,  applauding  a  lifetime  of  service, 
or  turning  your  special  ideas  into  reality,  you  can  expect  the 
Tiffany  standard  of  service. 

To  order  a  Corporate  catalogue,  open  an  account  or 
place  an  order,  call  The  Corporate  Division  at  1-800-423-2394. 

TlFFANY&CO. 

I  YORK  BEVERLY  HILLS  I  HK   K50  DALLAS  HOI  STON  PHILADELPHIA 
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Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


HOGWASH 


A  few  weeks  ago  the  U.S.  officially  became  a  debtor 
nation:  The  Commerce  Department  announced  that  in  the 
second  quarter  the  interest  and  dividends  we  paid  out  to 
overseas  investors  exceeded  the  money  we  earned  from 
overseas.  Foreigners  now  own  more  of  our  assets  than  we 
own  abroad  of  theirs.  The  response  to  this  news  from 
economists,  politicians  and  other  observers  was  predict- 
able: We  are  living  beyond  our  means.  Future  generations 
will  be  oppressed  servicing  and  paying  off  these  growing 
liabilities.  Our  standard  of  living  will  de- 
cline. Typical  was  what  one  noted  econo- 
mist said  to  the  New  York  Times:  "We  will 
have  to  make  great  sacrifices  to  work  our 
way  out  of  this  situation." 

Baloney.  All  baloney.  Our  debtor  status  is 
not  the  economic  equivalent  of  herpes  or 
aids.  These  people  utterly  miss  the  true 
significance  of  what  has  been  happening  to 
us  in  the  1980s. 

The  U.S.  underwent,  and  is  still  undergoing,  one  of  the 
most  extraordinary  restructurings  in  economic  history. 
We  are  doing  to  our  economy  in  peacetime  what  Japan  and 
Europe  did  to  theirs  from  the  rubble  of  war  in  the  1950s 
and  1960s.  Just  as  they  used  our  capital  to  make  them- 
selves stronger  and  more  competitive,  so,  too,  today  we  are 
using  their  money  to  make  ourselves  more  innovative, 
productive  and  dynamic. 

We've  been  experiencing  an  extraordinary  investment 
boom.  Beginning  in  the  1980s,  around  $500  billion  was 
invested  annually  in  our  economy.  Much  of  that,  more- 
over, was  wasteful:  it  was  predicated  on  the  assumption 
that  high  inflation  was  here  to  stay.  Remember  the  boom 
for  oil,  gold  and  land?  Last  year  the  number  was  over  $900 
billion.  Our  investment  rate  has  been  going  up,  not  down. 

Contrary  to  what  the  doomsters  say,  we're  ahead  in  the 
technology  race.  Today,  the  U.S.'  share  of  the  world  soft- 
ware market  is  higher  than  it  was  five  years  ago.  We  have 
three  times  more  computers  per  capita  in  this  country  than 
do  the  Japanese.  Read  George  Gilder's  fabulous  new  book, 
Microcosm,  to  get  a  feel  for  both  the  exciting  new  frontiers 
that  are  opening  up  and  for  how  the  U.S.  is  leading  the  way. 


U.S.  Trade 
In  Services 
At  a  Deficit 

2d-Quarter  Shortfall 
Is  Tied  to  Payments 
Made  to  Foreigners 

—  Nev/  York  Times 


Government  statistics  don't  begin  to  fully  measure 
what  has  been  happening  here.  The  Commerce  Depart- 
ment now  acknowledges,  for  example,  that  it  hasn't  ade- 
quately taken  account  of  the  enormous  quality  improve- 
ments in  the  power  and  capability  of  computers!  We  still 
don't  really  know  how  to  measure  service  productivity. 

We  can,  though,  measure  manufacturing:  The  annual 
growth  of  manufacturing  output  and  productivity  in  this 
decade  has  been  the  best  of  any  comparable  peacetime 
period  in  our  history. 

Over  half  of  the  growth  of  imports  in  the 
1980s  was  not  for  consumer  items  such  as 
automobiles,  vcrs  and  cameras,  but  rather 
for  industrial  and  commercial  equipment 
and  supplies,  building  blocks  for  our  incred- 
ible recovery. 

The  harvest  of  these  sowings  and  plant- 
ings is  just  beginning.  If  we  don't  destroy 
our  economic  potential  through  protection- 
ism, higher  taxes,  a  debased  currency  or  regulation,  this 
economy  will  easily  service  its  liabilities. 

Those  who  think  that  a  country's  status  as  a  creditor  or 
debtor  nation  is  an  accurate  gauge  of  economic  health 
should  answer  these  questions:  Did  the  investment  boom  of 
Europe  and  Japan  in  the  1950s  and  1960s  mean  their 
standard  of  living  was  doomed  to  decline  in  the  1980s?  Did 
our  debtor  status  for  the  first  140  years  of  this  country's 
existence  mean  we  were  stagnating?  Did  South  Korea's 
debtor  status  mean  it  was  somehow  stagnating  as  its  per 
capita  income  grew  from  $50  to  $3,000?  Is  the  fact  that 
Argentina,  Brazil  and  Mexico  have  impressive  trade  sur- 
pluses a  sign  that  these  countries  are  economically  robust? 
For  those  who  fret  that  we  are  selling  our  birthright, 
console  yourselves  that  foreigners  own  less  than  4%  of  the 
nation's  assets.  Even  if  overseas  capital  continues  to  pour 
in  at  current  levels,  foreigners  will  own  less  than  6%  at  the 
turn  of  the  century. 

People  abroad  see  more  opportunity  here  than  they  do  at 
home  or  elsewhere  in  the  world.  They  seem  to  have  more 
faith  in  our  future  than  we  sometimes  do.  Their  invest- 
ments are  making  us  and  them  richer. 
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Face  it, 
Maggie, 
your  family 
depends  on 
your  income 
as  much 
as  Jim's.  % 
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Blue  Chip  Advice 

A  two-income  family  raises  its 
lifestyle.  And  its  need  to  protect 
that  lifestyle.  Which  calls  for  a 
revolutionary  kind  of  blue  chip 
advice.  The  kind  that  blends 
group  and  individual  disability 
insurance  into  a  plan  that  is 
comprehensive  enough  for  all 
employees— yet  individual 
enough  for  top  executives. 
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Commentary 

on  Events  at  Home  and  Abroad 

By  Caspar  W  Weinberger,  Publisher 


"SWIFT  RESPONSES"  USUALLY  MEAN  BAD  AGREEMENTS 


There  are  two  frequently  heard  themes  today  which 
could  weaken  our  security  and  that  of  our  allies.  The  first 
is  that  we  must  be  ready  with  a  very  quick  response  to  any 
new  strategic  arms  reduction  proposal  the  Soviets  may 
offer,  so  as  to  help  Gorbachev.  The  conventional  wisdom 
is  virtually  unanimous  that  we  must  do  this.  The  Presi- 
dent is  strongly  attacked  by  most  columnists  for  not 
"helping  Gorbachev"  enough. 

The  second  theme  is  that  funding  for  any  program  the 
Congress  wants  can  easily  be  "taken  out  of  Defense." 

It  seems  to  me  that  these  are  both  cases  of  the  conven- 
tional wisdom  being  extremely  unwise. 

It  was  former  President  Reagan's  firmness  in  staring 
down  the  Soviets  and  forcing  them  to  give  in  on  point  after 
point  of  their  so-called  nonnegotiable  positions  on  inf 
(intermediate-range  nuclear-force  missiles)  that  enabled 
us  to  secure  the  inf  treaty  in  precisely  the  terms  we 
wanted.  They  were  precisely  the  terms  President  Reagan 
had  asked  for  seven  years  earlier.  A  "swift  response"  to 
Soviet  proposals  at  the  time  would  have  given  us  a  treaty 
in  which  the  Soviets  kept  100  of  their  SS-20  missiles  in 
Asia,  which  tried  to  force  deep  reductions  in  the  French 
and  British  nuclear  deterrent,  and  which  would  have  re- 
quired our  giving  up  sdi  (strategic  defense  initiative). 

The  same  people  who  are  now  urging  a  "swift  response" 
(read  "swift  agreement")  to  Soviet  proposals  are  those  who 
urged  that  we  accept  all  of  those  Soviet  positions  in  the  inf 
negotiations.  If  we  did  not,  they  said,  we  would  never  get  a 
treaty.  President  Reagan,  to  his  eternal  credit,  responded, 
"If  we  can't  get  the  kind  of  treaty  that  would  serve  our 
interests  and  those  of  our  allies,  then  we  do  not  want  any 
treaty.  A  bad  agreement  is  worse  than  none  at  all." 

Swift  responses  based  upon  the  obsessive  desire  to  sign 
an  agreement — any  agreement — with  the  Soviets  will  in- 
evitably lead  us  to  agreements  that  allow  the  Soviets  major 
advantages.  The  Soviets  have  a  vastly  greater  ability  to 
arm  quickly  if  they  decide  to  violate  a  treaty,  and  a  vastly 
greater  ability  to  hide  such  violations. 

We  do  not  need  to  help  Gorbachev  nearly  as  much  as  we 
need  an  agreement  that  would  increase  our  strategic  sta- 
bility, an  agreement  that  would  be  at  least  as  verifiable  as 


the  inf  treaty.  If  it  takes  seven  years  or  more,  so  be  it.  The 
arguments  we  hear  so  frequently — that  if  we  do  not  give 
the  Soviets  what  they  want  they  will  not  sign  any  treaty, 
or  that  we  will  hurt  Mr.  Gorbachev's  chances  of  survival 
unless  we  give  him  the  kind  of  treaty  he  wants — are 
prescriptions  for  strategic  disaster. 

All  of  which  raises  the  next  point:  How  did  we  get  the 
Soviets  to  agree  in  1987  to  an  inf  proposal  that  they  rejected 
in  1981?  Because  we  regained  immense  military  strength 
between  1981  and  1987,  and  because  the  Soviets  correctly 
concluded  that  the  only  way  they  could  eliminate  the 
threat,  as  they  saw  it,  of  the  Pershing  II  and  our  cruise 
missiles  was  to  give  us  the  kind  of  treaty  we  wanted. 

Banking  on  Defense 

That  brings  us  back  to  the  "take  it  out  of  Defense" 
response  we  hear  over  and  over  from  congressional  spon- 
sors of  social  legislation  they  perceive  to  be  politically 
popular.  Next  year  will  be  the  fourth  consecutive  year  that 
Congress  will  have  severely  cut  the  Defense  budget.  The 
House  and  Senate  are  now  locked  in  conference  over 
which  of  two  quite  inadequate  levels  of  Defense  spending 
they  will  enact.  The  legislators  are  also  blithely  proposing 
to  cut  other  billions  from  Defense  to  pay  for  a  variety  of 
projects,  including  tax  cuts,  painless  catastrophic  health 
insurance  (which  somehow  ignores  the  greatest  health 
catastrophe  of  all,  long-term  care),  additions  to  the  large 
requests  for  the  drug  war  made  by  the  President,  more  aid 
for  Poland  and  Hungary,  etc.,  etc. 

Let  us  have  reasoned  responses  to  Soviet  strategic  arms 
reduction  proposals  that  increase  our  own  strategic  stabil- 
ity, and  the  patience  to  face  down  the  Soviets  in  negotia- 
tions even  though  we  will  continually  be  told  that  our 
insistence  "imperils  the  signing  of  a  treaty" — any  treaty. 
And  let  us  also  have  the  political  courage  and  the  strategic 
wisdom  to  recognize  that  the  only  way  we  will  ever  get 
strategic  arms  reductions  is  to  keep  our  defense  strong, 
continue  our  highly  successful  work  leading  to  deploy- 
ment of  strategic  defense,  and  refrain  from  treating  the 
Defense  budget  as  a  cow  to  be  milked  for  programs  that 
add  nothing  to  our  military  strength. 
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ill  Rices  the  bug,  the  plow, 
and  the  Lands9  End  I nter loclicn  Knit  Shirt 


Bill  Rice,  ready  to  meet  the  President 
in  his  favorite  Interlochen  Knit  Shirt. 


There  wasn't  much 
moving  on  that 
shimmering  hot 
summer  day  not 
long  ago,  on  a 
West  Texas  ranch. 
Just  a  skittish 
lizard,  here  and 
there.  And  a  trac- 
tor, plowing  the 
fields,  driven  by  a  man  named  Bill  Rice. 

Now,  summertime  and  bugs  seem 
to  go  together  like  bacon  and  eggs.  So  it 
wasn't  surprising  that  pretty  soon,  a  bug 
crawled  down  into  the  Lands'  End  Inter- 
lochen Knit  Shirt  that  Bill  happened  to 
be  wearing  that  day. 

(While  we  have  gotten  pretty  well  ac- 
quainted with  Bill  Rice,  we  can't  tell  you 
anything  about  this  bug,  whether  it  was  a 
brave  bug  or  an. ornery  bug,  a  wise  old 
bug  or  a  foolish  young  bug.  It  disappeared 
without  giving  any  interviews.) 

Anyway,  we'll  let  Bill  tell  you  what 
happened  at  this  point,  in  his  own 
words. 

"There  wasn't  room  for  me  and  the 
bug,  so  I  yanked  the  shirt  off  and  just 
hung  it  on  the  back  of  my  tractor. 

"Well,  to  make  a  long  story  short, 
the  shirt  fell  down  and  I  accidentally 
plowed  it  under.  After  I  plowed  it  back 
up  and  threw  it  in  the  washing  machine, 
it  was  still  as  good  as  new.  Now  that's  a 
well-made  shirt. " 


A  shirt  good  enough 
to  meet  the  President. 

At  this  point  in  the  story,  as  Bill  talked  to 


us,  he  began  to  warm  to  the  topic  of  our 
Interlochen  Knit  Shirts. 

"I  wear  them  everywhere  I  go. 
Working  out  here  on  the  ranch,  and 
going  into  town  too. " 

Bill  says  it's  the  comfort  of  the  shirt 
that's  got  him  sold.  Along  with  the  way 
it  looks.  (He  owns  six  of  the  shirts  he's 
pictured  in  here!) 

"If  I  was  going  to  meet  the  Presi- 
dent, "  says  Bill  with  a  twinkle  in  his  blue 
eyes,  "I'd  wear  this  shirt. " 

What's  so  speeial  about 
our  Interlochen  Knit? 

As  its  name  somewhat  prosaically  im- 
plies, it's  knit  with  an  "interlocking" 
stitch  to  create  a  fabric  that  is  especially 
lofty  and  plush.  Of  pure  combed  cotton, 
no  less,  for  surpassing  softness  next  to 
the  skin. 

In  one  of  our  more  exuberant 
moments,  we  once  declared  that  our 
Interlochen  Knit  Shirt  is  absolutely 
"COTTON  BALL  SOFT!" 

More  unusual  than  the  knit  fabric  it- 
self is  the  fact  that  our  Interlochen  is 
even  tailored  with  a  soft  touch.  The  col- 
lar is  taped,  the  shoulder  and  armhole 
seams  neatly  single-needle  stitched,  the 
placket  smoothly  finished  inside — all  so 
no  rough  edges  of  fabric  ever  come 
between  you  and  the  softness  of  our 
Interlochen. 

Why  take  such  pains  with  a  simple 
knit  shirt?  For  the  same  reason  we  add 
extra  features  to  our  Oxford  Shirts,  our 
Corduroy  Pants,  our  Canvas  Attaches: 

Quality  is  one  of  the  ruling  principles 
of  The  Lands'  End  Experience.  And  our 
customers  seem  to  appreciate  that. 

Listen  to  Bill  Rice  again:  "Out  here, 
we  bust  our  butts  to  make  a  living. 
And  when  we  spend  money,  we  want  qual- 
ity. That's  why  I  buy  from  Lands'  End." 

There's  more  to 
The  Lands'  End  Experience. 

To  make  sure  our  kind  of  Quality  is 
accessible  to  as  many  people  as  possi- 
ble, we  insist  that  it  always  be  accom- 
panied by  Value.  As  Direct  Merchants, 
we  deal  directly  with  our  manufactur- 
ers, sell  directly  to  our  customers,  to 
deliver  the  utmost  for  the  dollar. 

Completing  The  Lands'  End  Experi- 
ence is  our  efficient,  enthusiastic  brand 


of  Service. 

We  ship  most  orders  within  24  hours 
after  we  hear  from  you.  Back  every- 
thing we  sell  with  an  emphatic  guarantee 
that  reads,  simply,  GUARANTEED. 
PERIOD.'  And  keep  our  "store"  open 
24  hours  a  day,  seven  days  a  week. 

Why  not  call  one  of  our  operators 
today,  toll-free  at  1-800-356-4444,  and 
let  them  introduce  you  to  The  Lands' 
End  Experience?  They're  famous  for 
their  friendliness. 

So  friendly  are  they  that  sometimes, 
our  customers  are  encouraged  to  tell 
them  the  wildest  stories  you've  ever 
heard.  Like  the  one,  not  long  ago,  about 
the  Texas  farmer  who  plowed  under  one 
of  our  knit  shirts. 

Now,  who'd  believe  that? 

"Hello, 

This  is  Linda. 

May  I  help  you?" 


®  1989,  Lands1  End,  Inc. 


Lands'  End,  Inc.       Dept.  H-22 
Dodgeville,WI  53595 

Name 


Address 
City 


State 


Zip 


Call  toll-free: 

1-800-356-4444 


Forbes 


Some  folks  strive  for  wealth  for  what  it  can 
buy,  some  for  the  power  it  brings,  butfohn 
D.  Hollingsworth  seems  chiefly  interested 
in  the  green  stuff  for  its  own  sake. 


American 


Gothic 


By  Vicki  Contavespi 


He  built  a  small  machin- 
ery repair  shop  into  the 
nation's  largest  textile 
machinery  company — 
worth  nearly  $500  mil- 
lion— and  owns  land  valued  at  merely 
$250  million.  But  he's  not  your  typi- 
cal member  of  The  Forbes  Four  Hun- 
dred: John  D.  Hollingsworth  lives  in 
an  Airstream  trailer  on  the  grounds  of 
his  main  factory  in  Greenville,  S.C. 

A  mythic  figure  in  his  industry  and 
around  Greenville,  John  D.,  at  71,  in- 
spires fear  in  many  suppliers,  custom- 
ers and  competitors.  People  arc  afraid 
to  talk  about  him.  He  agTeed  to  talk 
with  Forbes  but  remained  so  wary 
throughout  the  interview  that  we 
came  away  with  little  insight  into  the 
character  of  this  man  who  employs 
thousands  and  yet  lives  little  better 
than  his  own  workers.  A  near  billion- 
aire with  miserly,  mean  habits. 

John  D.  Hollingsworth's  father 
scratched  out  a  living  in  the  Depres- 
sion Thirties  servicing  cotton  mill 
machines  and  sharpening  the  "fillet" 
wire  then  fundamental  to  yarnmak- 
ing  When  John  Jr.  was  around  ten,  he 
started  tagging  along.  Work  and  fam- 
ily life  were  one.  It's  still  that  vay. 
"Work.  That's  his  religion,  tha.  us 
marriage,"  says  Steve  Stasnc 
mer  Hollingsworth  salesman. 


In  1942  his  father  died,  and  Hol- 
lingsworth, then  24,  hired  Ella  Mae 
Bennett,  a  secretary,  as  an  administra- 
tive assistant.  She  ended  up  marrying 
not  only  John  but  the  business  as 
well.  When  John  went  off  to  World 
War  II  as  a  Navy  machinist  mate  sec- 
ond class,  stationed  mainly  in  Vero 
Beach,  Fla.,  Ella  ran  the  business.  By 
then  the  company  had  expanded  into 
rewinding  lickerins,  or  rolling-pin- 
shaped  rolls  that  take  up  the  raw  cot- 
ton with  sawtooth  wire. 

Before  the  mid-1950s,  cotton  was 
mainly  carded,  or  drawn  into  long 
strands  for  making  yarn,  through  a 
fillet  wire  mounted  on  a  card  ma- 
chine. The  gadget  could  process  an 
average  of  10  pounds  per  hour,  but 
constantly  clogged  up  and  had  to  be 
sharpened  monthly.  At  his  little  plant 
in  Greenville,  Hollingsworth,  in  the 
1950s,  came  up  with  a  better,  more 
even,  sawtoothed  wire  to  install  on 
cards.  He  also  came  up  with  a  method 
of  cladding  the  card  with  aluminum 
instead  of  steel. 

"It  was  a  whole  new  ball  game," 
according  to  Robert  Ashworth,  execu- 
tive vice  president  of  Ashworth 
Brothers,  Hollingsworth's  only  major 
U.S.  competitor  in  metallic  cards. 
Hollingsworth's  wire  raised  the  10 
pounds  an  hour  to  20,  and  his  lighter 
aluminum  allowed  higher  speeds  that 
multiplied    that   to   40   pounds   and 
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Jolm  D.  Hollingsu'orth 
Work.  "That's  his  religion. 


John  D.  Hollingsivortb's  Airstream  trailer  home,  near  his  Greenville  plant 
The  IRS  wanted  to  know  where  all  the  cash  came  from  in  the  first  place. 


more.  Service  calls  dropped  from 
monthly  to  twice  a  year 

With  the  wire,  Hollingsworth  of- 
fered first-rate  service.  The  business 
was  called  John  D.  Hollingsworth  on 
Wheels:  It  promised  a  service  truck  at 
the  mill  door  within  48  hours.  Soon 
John  D.  added  another  lucrative  busi- 
ness: picking  up  scrapped  cards  made 
obsolete  by  his  inventions  and  re- 
building them  into  efficient  machines 
at  25%  of  the  cost  of  new  ones — and 
selling  them  at  50% . 

Ella  and  John's  revenues  went  from 
$72,000  in  1942  to  over  $1 1  million  in 
1963,  with  perhaps  half  of  that  pretax 
profit.  The  number  of  employees 
went  from  an  average  of  7  to  610.  Ella 
was  still  handling  the  office — opera- 
tions, marketing,  finance,  taxes,  legal 
matters.  As  Ligon  King,  a  longtime 
Hollingsworth  salesman,  remembers, 
"Mrs.  H.  was  the  boss,  and  everybody 
called  her  that.  She  built  up  and  ran 
that  company."  Then,  in  the  1960s,  a 
bizarre  series  of  events  unfolded. 

John  D. — as  most  people  have  al- 
ways called  him — began  acting,  to  put 
it  mildly,  peculiar.  He  carried  large 
amounts  of  cash,  sometimes  in  a  leo- 
pardskin  bag,  that  he  referred  to  as  the 
"swimsuit."  He  would  press  money 
into  aluminum  tins,  gloating  over 
each  bill  as  he  counted  it.  He  bought 
up  every  carding  machine  he  could  get 
and  stored  them  in  a  field  near  his 
plant,  where  hundreds  sit  rusting  to 
this  day. 

It  was  clearly  pathological  behav- 
ior, but  it  was  to  get  worse.  John  and 
Ella  had  only  one  child,  a  daughter, 
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Hollingsu'orth's  collection  of  rusting  carding  machines 
John  D.  began  acting,  to  put  it  mildly,  peculiar. 


Mary  Jane.  She  was  precociously 
bright,  graduating  from  the  Universi- 
ty of  Miami  at  age  16.  Just  after  gradu- 
ation, she  became  pregnant  out  of 
wedlock.  It  happens  to  countless  fam- 
ilies, but  the  results  this  time,  added 
to  John  and  Ella's  business  and  mari- 
tal stress,  were  catastrophic. 

Ella  supported  Mary  Jane,  while 
John  D.  apparently  remained  bitterly 
unsympathetic  and  cold,  even  after 
Mary  Jane  married  the  father,  Walter 
Farrell,  in  the  summer  before  her 
daughter's  birth.  It  seemed  that  the 
family  increasingly  divided  into  two 
factions,  Ella  and  Mary  Jane  on  one 
side,  John  D.  alone  on  the  other.  In 
1963  John,  increasingly  eccentric  and 
suspicious,  changed  the  locks  at  the 
plant,  and  Ella  quit  the  business.  In  a 
bizarre  twist,  they  continued  living  in 
the  same  one-story  brick  house  on  the 
factory  grounds.  Ella,  however,  out  of 
the  company,  tried  her  hand  at  small 
businesses  such  as  a  gift  shop  and  a 
local  employment  agency.  Several 
years  later  she  would  go  to  work  for  a 
Hollingsworth  competitor. 

John  hired  a  lawyer,  Wesley  Walk- 
er, cofounder  of  a  prestigious  Green- 
ville law  firm.  John  D.  started  trying 
to  get  back  all  the  land  in  Ella's  name, 


and  eventually  succeeded. 

In  an  effort  at  reconciliation,  the 
Hollingsworths  visited  a  couple  of 
doctors  for  advice.  At  least  one  diag- 
nosed John  D.'s  increasingly  strange 
behavior  as  paranoid  schizophrenia. 

The  reconciliation  efforts  failed,  al- 
though John  D.  and  Ella  did  not  di- 
vorce until  the  late  1960s.  In  1963  Ella 
filed  a  suit  for  her  partnership  interest 
in  the  business.  John  sued  Ella  for 
misappropriating  company  money 
(she  had  given  some  to  her  brother 
and  other  relatives),  although  she  held 
power  of  attorney  at  the  time. 

In  January  1964  John  moved  out  of 
their  home  and  into  his  trailer  behind 
the  plant.  Then  47,  he  began  working 
closely  with  a  much  younger  woman, 
Inez  King,  an  administrative  assistant 
for  Hollingsworth.  She  became  his 
confidante  and  remains  so  to  this  day. 

Shortly  after  moving  out  of  the  fam- 
ily home,  John  D.  reported  to  the  po- 
lice a  break-in  at  his  Greenville  plant; 
nine  months  later  he  called  the  police 
again  and  this  time  said  some 
$548,000  in  cash  had  disappeared 
from  his  office  bathroom  during  the 
April  break-in.  He  produced  Jeffrey 
Farrell,  the  brother  of  his  son-in-law, 
who  said  he  had  been  conspiring  with 


Mary  Jane  and  that  they  had  broken 
in,  taken  the  money  and  delivered  it 
to  Ella. 

Mary  Jane  sued  John  D.  for  mali- 
cious prosecution  and  abuse  of  pro- 
cess. In  deposition  she  said  Jeffrey  was 
a  liar.  She  swore  he  had  been  sitting 
with  her  and  her  mother  in  their  liv- 
ing room  watching  tv  the  night  of  the 
break-in. 

Enter  the  Internal  Revenue  Service, 
which  wanted  to  know  where  all  the 
cash  came  from  in  the  first  place.  The 
irs  went  after  them  for  criminal  tax 
fraud.  For  John's  tax  defense,  Wesley 
Walker  brought  in  Randolph  W. 
Thrower,  a  longtime  professional  as- 
sociate from  the  Atlanta  law  firm  of 
Sutherland,  Asbill  &.  Brennen.  As  her 
lawyer,  Ella  hired  Thomas  Wofford,  a 
onetime  senator  from  South  Carolina. 

John  D.'s  lawyers  had  prepared  a 
novel  defense:  mental  illness,  a  de- 
fense bolstered  by  Dr.  Bernard  Hol- 
land, then  head  of  the  psychiatric  de- 
partment of  Emory  University.  Ella 
was  a  bit  of  a  problem,  though,  since 
she  hadn't  shown  any  signs  of  mental 
illness.  But  Walker,  in  a  letter  to  Ella's 
lawyer,  pointed  out  that  "our  psychi- 
atric authorities"  had  no  doubt  Ella 
and  lohn  "emotionally  and  mentally 
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She  does  enjoy  all  the  cookbooks  youVe  given  her.  But  she  now  has 

three  more  than  the  Library  of  Congress. 


W 


r   Tom 


This  year,  tell  her  you'd  marry  her  all  over  again. 
The  Diamond  Anniversary  Band. 


A  diamond  is  forever. 


T/y> 


Suggested  retail  price  for  rings  $3,995-$5,90O. 

For  more  information,  call  800  421-8208  or  213  286-9100. 
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acted  adversely  upon  each  oth- 
er." A  crazy  man  who  was  driv- 
ing his  estranged  wife  crazy. 

Ella,  seemingly  bent  on  re- 
venge, refused  to  go  along.  She 
seemed  to  want  to  see  her  hus- 
band jailed.  However,  when  the 
irs  decided  to  drop  John  D.'s 
criminal  case  but  proceed 
against  Ella,  she  apparently  did 
an  about-face  for  self-protection 
and  made  an  appointment  to  see 
an  independent  psychiatrist. 
Ella  would  later  state,  in  a  letter 
written  to  her  lawyer:  "If  my 
family  is  taken  care  of,  then  I 
can  live  'crazy.'  "  In  a  complicat- 
ed agreement  that  settled  Ella's 
divorce  and  Mary  Jane's  mali- 
cious prosecution  suit,  Ella  re- 
ceived $200,000  and  her  daugh- 
ter, $150,000— all  they  would 
get  out  of  the  whole  business. 
Mary  Jane  maintains  to  this  day 
that  her  mother  would  never 
have  resorted  to  a  mental  illness 
defense. 

The  criminal  tax  fraud  case 
was  dropped  in  1968 — after 
10,000  hours  of  special  agent 
work  by  the  irs.  The  case  continued 
as  a  civil  matter  with  fraud  penalties 
attached. 

Hollingsworth  settled  with  the  irs 
out  of  court.  At  a  time  when  the  in- 
come tax  rate  reached  90%,  the  Hol- 
lingsworths  had  been  systematically 
avoiding  paying  millions  of  dollars  in 
taxes.  John  ended  up  paying  over  $8.7 
million  in  back  taxes  and  fraud  penal- 
ties— one  of  the  largest  individual  de- 
ficiencies ever  reported  at  that  time. 

Sources  close  to  the  tax  case  are 
still  troubled  by  its  outcome.  Why 
didn't  the  government  call  in  its  own 
psychiatrists?  Why  didn't  the  govern- 
ment prosecute?  John  D.'s  attorney, 
Randolph  Thrower,  became  the  com- 
missioner of  the  Internal  Revenue 
Service  from  April  1969  to  June  1971 
and  turned  the  Hollingsworth  case 
over  to  his  partner,  George  L.  Cohen 
Within  six  months  of  his  leaving  the 
irs,  Thrower's  firm  negotiated  the  fi- 
nal agreement  for  Hollingsworth. 

In  March  1972,  John  D.  sued  the  irs. 
His  attorney  from  September  on  was 
the  same  Randolph  Thrower,  now  in 
private  practice.  Hollingsworth  even- 
tually got  back  $977,710. 

Ella  spent  the  rest  of  her  life,  till  her 
death  in  1984,  fighting  the  long-ago 
theft  charge.  Only  after  her  death  was 
Ella  exonerated  in  a  separate  tax  case 
over  the  alleged  theft:  The  charge  was 
dismissed  in  1987  when  no  one  could 
show  that  the  money,  the  supposed 
$548,000  left  in  the  office  bathroom, 
ever  existed. 


Man  Jane,  Ella  and  John  D.  Hollingsworth 
"Mrs.  H.  was  the  boss." 


For  25  years  now  John  D.  Hollings- 
worth has  lived  in  a  large  and  com- 
fortable but  scarcely  luxurious  silver 
Airstream  trailer.  The  house  he  and 
his  wife  lived  in  near  the  woodland 
plant  stands  empty,  except  for  the  oc- 
casional overnight  business  guest.  A 
10,000-acre  South  Carolina  planta- 
tion that  he  bought  for  $1  million  in 
cash  stands  virtually  unused  in  the 
southern  part  of  the  state.  Hollings- 
worth has  not  spoken  to  his  daughter 
in  20  years,  by  her  account,  nor  seen 
any  of  his  six  grandchildren  since  the 
eldest,  Kelly,  now  26,  was  a  baby. 

Granddaughter  Kelly  told  Forbes 
she  once  parked  at  the  gate  of  his 
plant  for  ten  hours  in  hopes  of  seeing 
her  grandfather.  "I  couldn't  believe 
that  there  wasn't  some  way  I  could 
find  out  for  sure  that  he  didn't  want  to 
see  us."  John  D.  refused  even  to  talk 
with  his  granddaughter  on  the  plant 
telephone. 

This  near  billionaire  now  devotes 
himself  entirely  to  making  money, 
with  no  apparent  goal  other  than  to 
pile  it  higher  and  higher.  His  typical 
dress  is  work  pants  with  a  plaid  shirt. 
His  wristwatch  is  strapped  through  a 
top  buttonhole  near  his  collar — an  old 
machinist's  habit  that  makes  it  easier 
for  him  to  see  the  time  and  protect  the 
watch  when  working. 

Ligon  King,  the  ex-salesman  with 
Hollingsworth,  tells  of  an  employee 
who  requisitioned  paper  clips.  John  D. 
went  around  to  several  desks,  took  a 
few  clips  from  each,  bundled  them 


together  and  gave  them  to  the 
man,  saying  there  were  plenty  of 
clips  around.  On  the  other  hand, 
Buck  Vander  Weele,  chief  execu- 
tive of  a  company  John  D.  later 
bought,  recalls  going  to  the  fac- 
tory one  day  and  seeing  about  a 
dozen  huge  lathes,  each  costing 
hundreds  of  thousands  of  dol- 
lars, sitting  in  mothballs. 

Another  textile  executive  re- 
calls that  even  "back  in  the  early 
1960s  when  he  had  most  of  the 
market,  he  was  so  paranoid  that 
he  had  people  spying  on  people. 
[In  one  case]  one  [Hollingsworth 
agent]  was  watching  a  competi- 
tor, and  some  police  sheriff 
came  along  and  wanted  to  know 
what  he  was  doing  with  his  bin- 
oculars, and  he  said  he  was  bird 
watching." 

Buck  Vander  Weele  ran  the 
textile  machinery  firm  Platt- 
Saco-Lowell  when  Hollings- 
worth bought  it  in  1982.  Vander 
Weele  recalls  asking  him  what 
his  plans  for  the  company  were. 
He  recalls  John  D.'s  telling  him, 
"I  have  more  money  than  you 
will  ever  see.  .  .  .  Don't  give  me  any  of 
your  professional  management  theo- 
ries or  your  accounting."  Vander 
Weele  found  no  apparent  manage- 
ment structure  at  Hollingsworth. 
Vander  Weele  says,  "Everyone  reports 
directly  to  him.  Everyone  is  always 
under  scrutiny." 

And  yet  John  D.  inspires  intense 
loyalty  from  some  employees.  "Peo- 
ple are  going  to  tell  you  all  kinds  of 
things — the  Gestapo  tactics,  this,  that 
and  the  other,"  says  Steve  Stasney, 
the  ex-Hollingsworth  salesman  now 
with  his  own  textile  firm.  "Yeah,  Mr. 
Hollingsworth,  upon  occasion,  has 
had  people  followed.  He's  done  that. 
Why?  To  protect  his  business.  Did  he 
go  to  extremes?  Yeah,  on  occasion,  he 
went  to  extremes.  Bottom  line:  Mr. 
Hollingsworth  has  the  money,  so  the 
money  is  no  longer  the  objective.  So 
what  does  he  want?  He  wants  all  the 
business  he  can  possibly  obtain  from 
every  customer.  He'll  spend  as  much 
money  on  a  $2,000  account  as  he  will 
a  $200,000  account  so  that  he's  ob- 
taining all  the  business." 

And  he'll  go  a  long  way  to  get  that 
business,  according  to  a  sworn  state- 
ment made  by  a  local  textile  worker, 
Ben  Masters,  and  obtained  by  Forbes. 
According  to  Masters,  Hollingsworth 
took  particular  delight  in  the  failure 
of  a  rival  company,  International  Tex- 
tiles, Inc.  Why?  Apparently  because 
International  employed  his  wife,  Ella, 
after  their  breakup. 

Masters'  statement  says  that  he 
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There  are  7 
Wonders  of  the  World. 


But  there's  only  one 


The  Great  Pyramid  of  Cheops 
The  Hanging  Gardens  of  Babylon 
The  Statue  of  Zeus  at  Olympia 
The  Temple  of  Diana  at  Ephesus 


The  Tomb  of  King  Mausolus  at  Halicarnassus 
The  Colossus  of  Rhodes  on  the  Isle  of  Rhodes 
The  Lighthouse  on  the  Isle  of  Pharos 
The  8th  Wonder?  Beefeater  and  Tonic! 


LONDON  DISTILLED 

DRYGIN 

**<ES  BL  RBl-  3M  LONDON  E*OL»< 


The  world's  most  imported  gin. 

4  7%  Ale.  by  Vol.  100%  Grain  Neutral  Spirits.  Imported  by  The  Buckingham  Wile  Company,  Lake  Success.  NY.  ©  1989. 
To  send  a  gift  of  Beefeater  Gin  anywhere  in  the  U.S..  call  1-800-238-4373.  Void  where  prohibited. 


Introducing  the  Chrysler  NewYorker  fifth  Avenue. 


What  good  are  soft  leather  seats 

in  aluxury  car  if  you  can't 

stop  straight  on  a  wet,  slippery  road? 


Who  would  argue  against  the  option 
of  rich,  soft  Mark  Cross  leather. .  .and 
an  eight-way  power  driver's  seat  with 
infallible  memory?  Tilt  steering  col- 
umn? Climate-controlled  air  condition- 
ing? More  legroom  than  the  biggest 
Cadillac?  Or  an  inner  quiet  that  shuts 
out  the  distractions  of  the  outer  world? 

No  one.  But  then  again  who  would 


want  to  drive  a  luxury  car  on  a  wet, 
slippery  road  without  the  benefits  of 
one  of  the  world's  most  advanced 
braking  systems? 

Anti-lock  braking. . . 
safer  stopping  power. 

Anti-lock  braking  systems  (ABS) 
are  considered  to  be  one  of  the  most 
important  safety  advances  in  the  auto- 


motive industry  today. 

One  quick  emergency  stop  can 
teach  you  that. 

Hit  the  advanced  anti-lock  braking 
system  (ABS)  available  in  an  all-new 
Chrysler  Fifth  Avenue  and  your  brak- 
ing skills  increase  noticeably— with  or 
without  your  cooperation.  Because 
you  shed  the  limitations  of  conven- 


i        '•  xtustments  and  war  Hems.  Deductible  on  powrtrain  after  550.  \tarranty  comparison  vs.  '89  competition.  Legroom  vs.  Cadillac  Brougham. 


tional  or  lesser  braking  systems. 

With  ABS,  an  electronic  control 
unit  constantly  senses  the  speed  of 
each  wheel  and  determines  the  rate  of 
deceleration.  When  the  rate  is  too 
rapid,  the  system  correctly  reduces 
the  amount  of  hydraulic  pressure 
applied  to  each  brake... helping  to 
prevent  lockup  and  skidding. 

Equally  important,  Fifth  Avenue's 
ABS  allows  crucial  steering  control 
during  emergency  braking  and  can 
dramatically  shorten  stopping  dis- 


tances on  wet,  slippery  roads.  Hardly       remarkably  smooth  ride  and  impres- 
a  luxury  one  wants  to  be  without.  sive  fuel  efficiency. 

Crystal  Key. . . 

better  protection  than 

Rolls  or  Mercedes. 

Fifth  Avenue  comes 
with  the  most  com- 
prehensive protection  of 
any  luxury  sedan.  Crys- 
tal Key  Owner  Care  pro- 
vides coverage  from 
bumper  to  bumper  for  5 
years  or  50,000  miles.  It 
covers  engine,  power- 
train,  air  conditioning, 
steering,  suspension,  electrical,  and 
much  to  everyone's  satisfaction, 
advanced  electronic  components.  Not 
even  Rolls  Royce  or  Mercedes  Benz 
can  match  this  protection!" 

The  new  Chrysler  New  Yorker  Fifth 
Avenue.  Eloquent  and  ample  testi- 
mony to  Chrysler's  credo. .  There  is 
no  luxury  without  engineering. 


Chrysler's  Crystal  Key  Program 

BASIC  CAR 
WARRANTY 

Covers  entire 

car  eicepl 
normal  upkeep 

MAJOR 
COMPONENTS 
PROTECTION 

DEDUCTIBLE 
YOU  PAY 

FOR  REPAIR 
of  major 

components 

POWERTRAIN 

ENGINE 
PROTECTION 

OUTER  BODY 

RUST 

THROUGH 

PROTECTION 

1990 

CHRYSLER 

NEW  YORKER 

FIFTH  AVENUE 

5  YEARS 
50,000 
MILES 

5  YEARS 
50.000 
MILES 

NONE 

7  YEARS 
70,000 
MILES 

7  YEARS/ 
100.000 
MILES 

1989 

ROLLS  ROYCE 

CORNICHE 

3  YEARS/ 
UNLIMITED 

3  YEARS 
UNLIMITED 

NONE 

3  YEARS 

UNLIMITED 

3  YEARS 
UNLIMITED 

1989 

MERCEDES 

BENZ 

560  SEL 

4  YEARS' 
50,000 
MILES 

4  YEARS 
50.000 
MILES 

NONE 

4  YEARS, 
50,000 
MILES 

4  YEARS 
50.000 
MILES 

1989 

CADILLAC 

SEDAN 

DEVILLE 

4  YEARS 
50.000 
MILES 

4  YEARS 
50.000 
MILES 

$100  AFTER 

1  YR   12,000 

MILES 

4  YEARS/ 
50,000 
MILES 

6  YEARS/ 
100.000 
MILES 

1989 

LINCOLN 

CONTINENTAL 

1  YEAR, 
12.000 
MILES 

6  YEARS 
60.000 
MILES 

$100  AFTER 

1  YR   12,000 

MILES 

6  YEARS- 
60,000 
MILES 

6  YEARS/ 
100,000 
MILES 

Safety  in  milliseconds 

Chrysler  pioneered  the  extensive 
use  of  driver  air  bags,  and  they  are 
standard  on  Fifth  Avenue— and  every 
Chrysler  passenger  car  built  in  the 
U.S.  When  sensors  detect  a  front-end 
collision  of  more  than  10  mph,  the  bag 
inflates  to  protect  the  driver's  head 
and  chest.  It  happens  in  50  milli- 
seconds, about  half  the  time  it  takes  to 
blink  your  eye.  Combined  with  a  lap/ 
shoulder  belt,  Chrysler  air  bags  pro- 
vide one  of  the  best  safety  restraint 
systems  available  today. 

World's  most 
advanced  transmission. 

Chrysler  believes,  without  ques- 
tions, that  engineering  is  the  essence 
of  luxury.  That's  why  Fifth  Avenue 
also  features  Ultradrive,  the  world's 
first  fully  adaptive,  electronically  con- 
trolled four-speed  automatic  transmis- 
sion. Ultradrive  senses  and  adapts  to 
changes  in  speed  and  driving  situa- 
tions over  140  times  a  second,  shifting 
into  precisely  the  right  gear  at  pre- 
cisely the  right  moment.  Result:  a 


Advanced  anti-lock 
braking  system  (ABS) 


a 


Chrysler 


7/TO 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler- Plymouth  Dealer. 

There  Is  No  Luxury 
Without  Engineering. 


Daughter  Man  Jane  HoliingSU  ortfo  Crolley  and  children 

"I  couldn't  believe  there  wasn't  some  way  I  could  find  out  for  sure  he  didn't  want  to  see  us. 


was  first  hired  in  1965  by  one  of  Hol- 
lingsworth's  top  employees,  Marshall 
Casey,  to  spy  on  competitors.  Masters 
says  Casey  also  taught  him  how  to 
sabotage  equipment  sold  by  Interna- 
tional Textile  by  injecting  metal  and 
grease  into  the  bearings  or  by  rubbing 
Chap  Stick  over  cards,  gumming  up 
the  metallic  wire.  Masters,  it  should 
be  noted,  has  a  less  than  sterling  repu- 
tation in  his  industry,  but  colleagues 
say  his  testimony  is  plausible.  Casey 
strongly  denies  it. 

One  competitor  claims  purchasing 
agents  for  major  mills  are  paid  to 
maintain  card  clothing  "purchase 
agreements"  with  Hollingsworth  that 
effectively  lock  out  competition.  Hol- 
lingsworth denies  this. 

Ruthless  though  he  is,  Hollings- 
worth could  not  wipe  out  all  competi- 
tion. Gradually,  the  marketplace  be- 
gan to  change.  Competitors  such  as 
Ashworth  Brothers  could  copy  the 
shape  of  his  wire,  closely  approximate 
its  quality  and  thus  begin  to  compete 
via  lower  price.  Many  customers, 
even  though  satisfied  with  Hollings- 
worth's  quality  and  service,  were  ner- 
vous about  his  near-monopoly  power. 
Many  of  them  also  bought  from  Ash- 
worth Brothers  or  Graf  Metallic  of 
America.  However,  they  only  dented 
the  market:  Hollingsworth  still  has 


70%  of  the  U.S.  market  for  metallic 
card  clothing. 

Besides  his  company,  Hollings- 
worth's  other  passion  is  land,  which 
he  began  buying  even  before  he  had 
disposable  cash.  He  always  bought, 
never  sold.  In  the  1960s  the  construc- 
tion of  Interstate  85  near  Greenville 
divided  his  property  there  in  two, 
vastly  increasing  its  value.  Green- 
ville, growing  in  the  direction  of  his 
holdings,  was  somewhat  slowed  in  its 
development  because  of  his  refusal  to 
sell  or,  until  recently,  even  to  develop. 
Hollingsworth  is  widely  regarded  as 
the  largest  private  landowner  in 
South  Carolina,  with  some  $250  mil- 
lion worth  of  real  estate,  much  of  it 
along  the  interstate  leading  from 
Greenville  to  the  airport. 

Forbes  finally  met  Hollingsworth, 
after  months  of  effort,  on  a  hot,  humid 
Wednesday  afternoon  in  Greenville. 
John  D.  was  not  alone.  His  lawyers 
Wesley  Walker  and  Randolph  Throw- 
er flanked  him.  Hollingsworth  seems 
older  than  his  71  years,  with  hands 
gnarled  from  a  lifetime  of  working 
with  machinery.  He  appeared  mild- 
mannered  and  soft-spoken,  even  tim- 
id. When  a  Forbes  reporter  offered  to 
shake  his  hand,  he  backed  away  sud- 
denly, exhibiting  involuntary  physi- 
cal signs  of  alarm. 


Hollingsworth  later  seemed  the  pic- 
ture of  self-control.  "I  cannot  control 
what  other  people  say  or  do,"  was  a 
repeated  reply.  "No,  I  don't  know  what 
my  market  share  is,"  he  said.  "No,  I 
don't  know  how  many  salesmen  I 
have — exactly."  He  went  to  great 
lengths  to  deny  that  he  had  any  control 
over  the  company,  though  he  said  he 
owned  100%  of  the  stock.  He  declared 
there  was  no  management  hierarchy 
at  all:  "We  rely  on  the  strength  and 
skills  of  each  other  to  make  the  busi- 
ness better."  What  kind  of  system  did 
he  have  to  make  them  work  together? 
"We  all  talk  to  each  other." 

Industrial  spying?  He  denied  it  in  a 
brief  sentence  or  two.  Sabotage? 
Calmly  denied.  Payments  under  the 
table  to  customers'  executives?  Ditto, 
though  a  visible  flush  was  rising  in  his 
poker  face  and  he  glared  at  the  Forbes 
reporter. 

What  happens  when  John  D.,  now 
71,  dies?  Hollingsworth  and  his  law- 
yers steadfastly  refuse  to  discuss  the 
company's  future  sans  John  D.,  but  it 
would  be  completely  out  of  character 
for  Hollingsworth  not  to  have  a  will. 
It  is  equally  unlikely  that  Mary  Jane, 
now  divorced,  remarried  and  wid- 
owed, will  inherit.  Still,  much  as  he 
would  like  to,  Hollingsworth  won't 
be  able  to  take  it  with  him.  ■ 
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My  1949  Chateau  Lafite,  they  say,  is  too  valuable  to  drink. 


My  Studebaker  Classic  should  never  be  driven. 


Don't  even  think  of  eating  off  the  English  china. 


All  I  can  say  is, 
thank  goodness  for  my  Waterman. 


Finally,  a  priceless  possession  I  can  actually  use. 


tens  write.  A  Waterman  pen  expresses.  For  more  than  a  century,  this  distinction  has  remained  constant.  In  the  precise,  painstaking 
tooling,  for  example.  In  the  meticulous  balancing.  In  layer  upon  layer  of  brilliant  lacquers.  In  accents  gilded  with  precious  metal. 
Those  who  desire  such  an  instrument  of  expression  f\    will  find  Waterman  in  a  breadth  of  styles,  prices  and  finishes. 


,onf\ 

Wa 


ATERMAN 


■  PARIS  - 


©  1 989  Waterman  Pen  Company 


"Bob  has  less  than  an  open  mind,  "says  a  partner,  but  Robert  Van 
Kampens  personal  beliefs  are  the  foundation  of  his  fortune. 

"Let  not  the 

rich  man  boast 

of  his  riches" 


Photograph-,  bv  Kevin  Horan 


^ 


■    ■ 


• 


X 


Robert  Van  Kampen  in  front  of  bis  borne,  Moriab,  and  the  family  crest  (right) 

A  cross,  three  stars  representing  family  life,  a  ticker  tape  and  the  Boca  Raton  Hotel. 
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By  Marcia  Berss 


Thus  says  the  Lord.  Let  not  a  wise  man  boast  of  his  wisdom.  Let 
not  the  mighty  man  boast  of  his  might.  Let  not  the  rich  man  boast 
of  his  riches.  But  let  him  who  boasts,  boast  of  this:  that  he 
understands  and  knows  Me.  Jeremiah  923-24 

That  is  one  of  several  citations  of  scripture  en- 
graved on  a  family  crest  designed  by  Chicago's 
Robert  Van  Kampen.  The  crest  hangs  at  the  entrance 
to  Van  Kampen's  Georgian  manor  near  Wheaton,  111.  It 
depicts  what  he  considers  the  foundation  stones  of  his  life. 
In  the  center  there  is  a  cross:  Van  Kampen,  who  calls 
himself  a  "biblical  Christian,"  studies  scripture  2 Vi  hours 
a  day.  There  are  three  stars,  for  his  three  daughters,  sym- 
bolizing family  life. 

Then  there  is  something  that  at  first  seems  incongruous. 
A  ticker  tape  represents  financial  services.  Van  Kampen 
made  his  first  fortune  in  municipal  bonds.  In  1979  he 
moved  into  real  estate  as  a  hedge  against  inflation.  That's 
portrayed  by  an  image  of  Florida's  Boca  Raton  Ho- 
tel, owned  by  his  real  estate  outfit,  vms  Realty. 

Robert  Van  Kampen  is  living  proof  that 
one  need  not  be  cynical  or  avaricious  to 
accumulate  a  great  fortune.  He  has  made 
nearly  $300  million  hewing  close  to  the 
moral  strictures  of  the  Bible  and  the 
uncompromising  fundamentalist  faith 
of  his  fathers.  Van  Kampen  says  he  has 
become  wealthy  not  in  spite  of  his  mor- 
al stands  but  because  of  them. 

"I  think  God  has  blessed  me  because  I 
try  to  be  faithful,"  says  the  youthful-look- 
ing 50-year-old.  He  adds  that  his  proudest 
possession  is  one  of  the  largest  Bible  collec- 
tions in  America. 

Van  Kampen  lives  on  a  125-acre  estate  west  of  Chicago; 
it  was  formerly  the  home  of  Mark  Morton  of  Morton 
Thiokol.  Van  Kampen  calls  the  estate  Moriah,  after  the 
mountain  where  Abraham  took  Isaac  for  sacrifice.  The 
grounds  are  populated  with  deer  and  zebra,  conjuring  up 
images  of  Noah.  He  continually  quotes  scripture. 

But  by  the  grace  of  God,  I  am  what  I  am.  And  His  grace  toward 
me  did  not  prove  in  vain.  For  I  labored  even  more  than  all  the 
rest,  because  of  what  God  gave  me.  I  Corinthians  15:10 

Here  is  Van  Kampen's  rendering  of  his  voyage  to  materi- 
al as  well  as  spiritual  wealth: 

As  a  21 -year-old  fresh  out  of  Wheaton  College  (a  subur- 
ban Chicago  Christian  college  where  his  father,  former 
head  of  a  publishing  house,  has  been  a  longtime  trustee), 
Van  Kampen  landed  a  job  selling  bonds  at  Chicago  broker- 
age house  John  Nuveen  &  Co.  The  year  was  1960  and  Van 
Kampen  began  learning  about  a  product  that  only  a  few 
very  wealthy  people  and  their  advisers  cared  much  about: 
tax-exempt  bonds.  "I  didn't  even  know  there  was  such  a 
thing  as  a  tax-free  bond,  but  I  became  enamored  with  it," 
he  recalls,  adding:  "We  can  use  what  God's  given  us.  We're 
responsible  to  do  so." 

For  customers,  young  Van  Kampen  was  assigned  small, 
less  lucrative  banks  to  call  on.  He  approached  them  with 
zeal  and  within  a  short  time  became  one  of  Nuveen's  top 
bond  salesmen,  earning  the  nickname  "The  Charger." 
When  he  was  27  and  working  on  commission,  Van  Kam- 
pen outearned  Nuveen's  chairman.  When  that  happened, 
the  firm  changed  its  pay  system  from  commission  to 
straight  salary  for  young  officers  like  Van  Kampen.  This 
put  his  earnings  back  below  the  chairman's.  It  also  caused 


"The  Charger"  to  quit. 

In  1967,  at  age  28,  Van  Kampen  started  Van  Kampen 
Merritt;  the  latter  name  came  from  Jack  Merritt,  formerly 
with  Philadelphia  brokerage  house  Butcher  &  Singer.  Van 
Kampen  Merritt's  niche:  It  would  buy  bonds  wholesale 
from  Nuveen  and  sell  them  at  a  slight  markup  to  Van 
Kampen's  old  customer  base  of  small  banks. 

The  business  was  moderately  successful.  But  by  1974 
Van  Kampen  Merritt's  customers  were  battered  by  the 
first  oil  crisis  and  increasingly  wanted  aaa  bonds.  So  Van 
Kampen  Merritt  packaged  bonds  into  tax-free  funds.  This 
diversified  risk.  They  also  backed  their  bond  funds  with 
insurance,  guaranteeing  payment  of  principal  and  interest. 
This  strengthened  the  rating  and  made  the  merchandise 
more  attractive  to  Van  Kampen  Merritt's  nervous  custom- 
ers. To  make  sure  his  merchandise  moved  in  the  clubby 
world  of  tax-exempts,  Van  Kampen  sold  the  funds  through 
regional  brokerage  firms,  allowing  them  to  put  their  own 
names  on  the  deals  and  giving  them  an  especially  sweet 
commission. 

"No  one  had  heard  of  us,  so  we  had  to  do  some- 
thing to  make  [the  regional  broker)  more  likely 
to  sell  our  product  than  Nuveen's,"  Van 
Kampen  recalls.  It  took  Van  Kampen  Mer- 
ritt nine  months  to  sell  its  first  $5  mil- 
lion insured  municipal  bond  trust  to 
the  doubters.  By  1983  the  firm  was  do- 
ing $300  million  a  month. 

But  Van  Kampen's  love  affair  with 
tax-exempts  was  waning.  He  sold  Van 
Kampen  Merritt  to  Xerox  in  late  1983, 
for  $185  million.  He  was  just  44. 
That  success,  insists  Van  Kampen, 
came  strictly  from  obeying  Biblical  teach- 
ings: respect  for  God,  spouse,  children  and  job, 
in  that  order.  In  a  cynical  and  materialistic  era, 
that  sounds  corny  or  even  disingenuous.  But  in  the  course 
of  a  long  interview,  Van  Kampen  made  clear  to  Forbes  that 
he  believes  what  he  says  and  acts  by  what  he  believes:  that 
businesses  run  on  high  ethical  principles  are  also  likely  to 
be  very  profitable.  Van  Kampen: 

"When  I  sold  the  firm,  my  personnel  guy  said  an  indus- 
try survey  showed  the  average  firm  had  problems  with 
22%  of  employees — drugs,  alcoholism  and  so  on.  I  didn't 
know  the  first  one  at  our  company.  I  do  some  things  in  a 
godly  way,  and  right  off  the  bat  I  have  22%  of  my  work 
force  working  that  others  don't  have." 

What  exactly  does  that  mean — to  "do  some  things  in  a 
godly  way"?  Van  Kampen: 

"In  the  years  I  ran  Van  Kampen  Merritt  we  never  had  a 
divorce.  A  guy  who's  been  hit  with  divorce,  he's  useless.  I 
always  told  my  guys,  'If  anything  I  ask  pressures  your 
relationship  with  your  wife,  tell  me  and  I'll  find  you 
another  job.'  " 

He  takes  a  similar  view  toward  compensation.  "I  want 
to  pay  a  man  enough  so  his  wife  doesn't  have  to  work,"  he 
says.  In  raising  their  children,  "she's  got  a  bigger  job  than 
he  does.  No  one  ever  quit  me  because  I  didn't  pay  enough." 
So,  what's  good  ethically  is  also  good  for  Van  Kampen. 

Van  Kampen  currently  controls  several  small  businesses 
ranging  from  a  brickmaker  to  a  forestry  outfit.  At  each 
company,  top  managers  must  sign  what  he  describes  as  a 
Judeo-Christian  work  code.  This  delineates  Van  Kampen's 
notions  of  strict  business  ethics  and  standards  of  excel- 
lence to  be  maintained. 

"The  greatest  business  principle  you  can  find  in  scrip- 
tures is  integrity,"  says  Van  Kampen.  "Customers  have 
told  me  that  [competitors']  institutional  salesmen  called 
them,  saying,  'We  want  to  take  you  to  a  party,  we  got 
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girls.  .  .  .'  [At  Van  Kampen  Merritt)  we  never  bought  busi- 
ness. We  never  paid  anything  under  the  table.  I  sleep 
nights."  At  client  entertaining,  employees  drank  nothing 
harder  than  beer  and  wine:  "I  don't  want  to  make  drunks 
out  of  my  employees  that  will  destroy  families.  Let  some- 
one else  have  that  blood  on  their  hands.  Not  me." 

To  make  sure  he  can  impose  and  maintain  his  standards, 
Van  Kampen  insists  on  majority  ownership  of  his  ven- 
tures. "I've  always  tried  to  control  organizations  I'm  in- 
volved with,  so  if  there's  a  problem  I  can  set  the  principles 
on  which  we  do  business." 

There  is  one  large — and  very  significant — exception  to 
that  50%  -plus  rule:  vms  Realty  (the  initials  stand  for  Van 
Kampen  and  partners  Peter  Morris 
and  Joel  Stone).  Here  Van  Kampen 
does  not  have  control,  a  fact  that 
causes  him  considerable  anxiety. 

In  1979,  when  inflation  was  in 
double  digits  and  interest  rates 
were  rising,  Van  Kampen  put  up 
the  capital  for  what  he  thought 
would  be  a  small  sideline:  real  es- 
tate syndication.  Thus  was  vms 
Realty  born. 

"It  was  supposed  to  be  a  five- 
man  operation,  and  the  next  thing  I 
know  it's  huge  and  out  of  my  con- 
trol," says  Van  Kampen.  The  firm 
took  off  on  tax  and  regulatory 
changes  in  the  early  1980s,  and 
vms,  using  hundreds  of  millions  of 
dollars  of  tax  shelter  money  from 
thousands  of  limited  partners,  be- 
gan gobbling  up  office  buildings 
and  hotel  properties.  Among  its 
more  spectacular  deals  was  the 
$100  million  purchase  of  the  Boca 
Raton  Hotel  and  Club  (Forbes, 
Dec  19.  19S.i). 

Van  Kampen's  initial  30%  stake 
was  diluted  to  an  estimated  22.5% 
in  1987  when  Van  Kampen's  old 
friend  Xerox  bought  25%  of  vms  for 
$80  million.  That  values  his  in- 
vestment at  some  $72  million. 

Van  Kampen  doesn't  question 
the  honesty  or  integrity  of  his  part- 
ners in  vms;  they  would  not  be  his 
partners  if  he  did.  But  Van  Kampen 
is  uncomfortable  with  some  of  the 
investments  that  attract  his  part- 
ners (they  are  led  by  President  Pe- 
ter Morris),  and  his  partners  often 
disagree  with  Van  Kampen.  A 
"gadfly,"  says  Morris  of  Van 
Kampen. 

But  his  insistence  upon  unifying  his  beliefs  and  his 
business  practices  is  precisely  what  makes  Van  Kampen  so 
interesting.  When  Van  Kampen  sees  Playboy  magazine  in  a 
vms  hotel,  he  has  it  pulled.  Ditto  X-rated  cable  movies. 
"You  can't  stick  that  in  front  of  a  man  without  paying  a 
price,"  he  says,  vms  Realty  passed  on  buying  the  Dallas 
Cowboys  a  few  years  ago;  doing  business  on  Sunday  was 
unacceptable  to  Van  Kampen.  Gambling  is  out,  too,  so  vms 
has  invested  in  no  casinos.  That,  claims  Morris,  is  no 
constraint:  "Casinos  are  a  high-flying  business  we  don't 
have  expertise  in." 

Yet  Morris  recently  traveled  to  Russia  to  discuss  devel- 
oping resorts.  Van  Kampen  blanches  at  doing  business  in 


Van  Kampen's  heavily  marked 
Bible  (above)  and  daily 
Bible  study  uitb  staff 


the  atheist  state:  "I  don't  care  if  the  Politburo's  approved 
it;  I  don't  like  it.  They  [vms  executives)  will  have  a  bigger 
sales  job  on  me  than  on  the  Politburo.  I'm  not  getting 
whipped  into  glasnost.  Maybe  it's  real,  but  let  'em  find  out 
from  someone  else." 

Sighs  Morris:  "At  times  Bob  has  less  than  an  open 
mind." 

Adopting  for  a  moment  the  cadence  of  scripture,  Van 
Kampen  describes  what  he  calls  the  Jonah  syndrome: 

"God  told  Jonah  to  go  to  the  brutal  city  Nineveh,"  says 
Van  Kampen.  "God  said  'Go,  because  I'm  going  to  convert 
the  city.'  Jonah  said,  'No,  they  are  our  enemy,'  and  he  got 
on  a  boat  going  the  opposite  way.  The  next  thing  you  know 

there's  a  storm,  and  the  boat  is 
sinking.  Jonah  realized  that  his  sin 
against  God  would  cost  innocent 
lives  and  said  to  God,  'Throw  me 
overboard.'  " 

Van  Kampen  insists  that  he 
doesn't  want  his  beliefs  to  hurt 
vms  Realty's  other  partners. 
"There  is  constantly  tension  be- 
tween us,"  he  says.  "I've  said  to 
them  many  times,  'Buy  me  out. 
You  can  do  a  lot  without  me  that 
you  can't  do  with  me  because  of 
the  Jonah  syndrome.'  " 

To  which  vms  President  Morris 
replies:  "If  he  wanted  out  so  much, 
he'd  offer  a  price  we  couldn't  re- 
fuse. Nobody's  pursuing  it  [Van 
Kampen's  departure  from  vms)  be- 
cause he  makes  a  real  contribu- 
tion, even  if  he  is  a  gadfly." 

Van  Kampen  is  not  very  active  in 
vms  these  days.  For  most  of  the  last 
three  years  he's  been  working  on  a 
book,  now  450  single-spaced  typed 
pages,  interpreting  prophetic  Jew- 
ish history.  And  he  is  a  heavy,  but 
anonymous,  donor  to  Christian 
works. 

But  he  hasn't  abandoned  busi- 
ness entirely.  Earlier  this  year  he 
went  back  into  the  bond  business 
with  the  $12  million  purchase  of 
rating  agency  Fitch  Investor  Ser- 
vice. "It  is  a  marvelous  opportuni- 
ty because  the  business  is  now  a 
duopoly  between  Standard  & 
Poor's  and  Moody's,"  he  says. 
"There's  a  competitive  spirit  in  me 
that  likes  to  be  the  little  guy  taking 
on  the  big  guy.  We  did  that  in  mu- 
nicipal bond  funds." 
He's  also  into  farming,  and 
bought  timberland  from  Crown  Zellerbach  when  James 
Goldsmith  was  selling  to  pay  down  acquisition  debt:  "It's 
God's  creation,  unspoiled,"  says  Van  Kampen  of  the  Ore- 
gon property.  He  owns  Chicago's  biggest  maker  of  quality 
bricks,  naming  it  Pythom,  the  village  where  the  Jews  made 
bricks  for  the  Pharaoh.  "I'm  just  an  entrepreneur,"  he  says. 
"I  can't  help  it." 

Throughout  our  conversations  with  him,  Robert  Van 
Kampen  kept  insisting  that  we  not  credit  him  for  his 
temporal  achievements.  It  has  all  been  the  work  of  a 
higher  power. 

"I  am  nothing,"  Van  Kampen  said.  "Now  you  know  my 
heart."  ■ 
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INTRODUCING  OUR  NEWEST  NECKTIE  COLLECTION 


CHAN 


AT  SELECTED  FINE  STORES  AND  CHANEL  BOUTIQUES:  NEW  YORK,  BEVERLY  HILLS, 
CHICAGO,  DALLAS,  PALM  BEACH,  HONOLULU,  SAN  FRANCISCO. 


Fueled  by  land  scarcity,  simple  ego  and  greed,  Los  Angeles' 
teardown  market  is  getting  out  of  hand — unless  you  think  that 
$3  million  and  up  for  a  house  to  demolish  isn't  out  of  hand. 

"Can  I  get 

a  bulldozer  down 

the  driveway?" 


By  Ellen  Paris 


Jack  Kasarjian  has  only  one  question 
when  he  buys  a  house.  "All  I  care 
about,"  says  Kasarjian,  "is,  can  I  get  a 
bulldozer  down  the  driveway?" 

Last  June  Kasarjian,  38,  paid  $4.5 
million  for  a  3,226-square-foot  ranch- 
style  home  on  a  1-acre  lot  in  Los  An- 
geles' Bel  Air  neighborhood.  The 
home,  across  the  Bel  Air  Country 
Club's  golf  course  from  the  estate  of 
demibillionaire  David  Murdock,  over- 
looks the  2nd,   10th  and  11th  holes 


and  is  the  first  of  four  Bel  Air  houses 
with  similar  golf  course  views  that 
Kasarjian  has  bought.  In  all  cases,  Ka- 
sarjian could  get  his  bulldozer  down 
the  driveway,  which  is  important  in 
that  all  he  wants  to  do  is  demolish  the 
houses  and  replace  them  with  far  larg- 
er structures. 

Kasarjian  does  "teardowns."  In  the 
case  of  the  house  across  from  David 
Murdock,  he  plans  to  level  it  and 
build  a  25,000-square-foot  house, 
which  he  hopes  to  sell  for  between 
$15  million  and  $18  million.  At  $15 


million,  he'd  make  around  $5  million, 
pretax,  on  the  deal. 

There  are  dozens  of  similar  devel- 
opers working  Los  Angeles'  best 
neighborhoods.  Drive  through  Bever- 
ly Hills,  Bel  Air,  Holmby  Hills,  Pa- 
cific Palisades  and  the  north  side  of 
Santa  Monica.  The  palm-lined 
streets  are  lined  with  dumpsters, 
rent-a-fences  and  portable  toilets. 
Dump  trucks  almost  outnumber 
Mercedes  and  Porsches.  Air  ham- 
mers split  the  quiet  air. 

Actress  Jane  Seymour  and  her  hus- 
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"It's  the  check  writers  who  buy  these  homes." 


FORBES  400/OCTOBER  23,  1989 


band,  David  Flynn,  are  doing  a  varia- 
tion of  teardowns — they  tear  down 
the  house  but  leave  the  foundation 
and  part  of  the  frame;  by  doing  a  "re- 
habilitation" project,  they  can  get 
plans  approved  faster  and  easier.  Then 
they  rebuild  "turnkey"  houses — five 
so  far — all  filled  with  Ralph  Lauren 
fabrics  and  antiques.  Business  has 
been  so  good  that  Flynn  has  cut  back 
on  his  career  as  a  celebrity  business 
manager  to  do  renovations  full  time. 

"We're  selling  an  immediate  fix," 
says  Seymour's  real  estate  broker, 
Jana  Jones.  "Everybody  in  L.A.  wants 
instant  gratification." 

What  does  all  this  say  about  the 
new  rich — or  at  least  the  southern 
California  variety  of  the  species?  Ar- 
chitect Gus  Duffy  has  designed  nearly 
40  new  homes  in  the  Beverly  Hills 
area  since  1980.  He  has  some  ideas 
about  the  people  he  works  for. 

"Restraint,"  he  observes,  "is  hard 
for  someone  who  has  made  a  lot  of 
money.  They  want  everything. 

"But,"  he  adds,  "there  are  limits  to 
what  I  will  do." 

Duffy's  limits  accommodate  his 
latest  project.  This  is  a  Moroccan- 
style  villa  sprawling  over  11,000 
square  feet  in  Beverly  Hills.  The  job 
site  office  is  not  the  usual  tool-strewn 
construction  trailer,  but  a  Moroccan 
tent.  The  previous  home,  which  was 
bought  for  $2  million  and  torn  down 
by  a  Japanese-American  heart  sur- 
geon, once  belonged  to  then-actor 
Ronald  Reagan. 

Not  surprisingly,  several  current 
and  former  members  of  The  Forbes 
Four  Hundred  are  at  the  forefront  of 
the  teardown  movement.  Producer- 
director  Steven  Spielberg — who  pock- 
eted an  estimated  $105  million  in 
1988  and  1989  alone  (Forbes,  Oct.  2\— 
bought  the  house  next  door  to  his  in 
Pacific  Palisades,  tore  it  down  and 
built  a  .  .  .  garage. 

Norman  Lear's  former  partner,  Jerry 
Perenchio,  is  always  eager  to  impress. 
He  bought  the  house  next  door  to  his 
in  the  Malibu  Colony;  rumor  has  it 
he's  about  to  tear  it  down  to  expand 
his  6,000-square-foot  beach  house. 
Meanwhile,  the  Sultan  of  Brunei  re- 
portedly bought  three  adjacent  houses 
in  Beverly  Hills,  and  plans  to  raze 
them  to  build  a  single  large  house. 

One  of  the  teardowns  most  favored 
by  the  celebrity  magazines'  writers  is 
the  house  producer  Aaron  (Dynasty) 
Spelling  and  his  wife,  Candy,  are 
building  in  Holmby  Hills,  overlook- 
ing the  Los  Angeles  Country  Club. 
Spelling  bought  and  tore  down  the  old 
Bing  Crosby  house  and  is  erecting  a 
56,000-square-foot  mock  French  cha- 
teau, complete  with  some  30  rooms. 


Oud  Mim.n 


The  former  Max  Factor  home  in  Beverly  Hills 

For  today's  new  rich,  a  $2.9  million  teardown  candidate. 


Cost:  an  estimated  $50  million. 

Even  in  Los  Angeles  most  people 
balk  at  $50  million  for  a  house.  But  $3 
million,  $4  million,  $5  million  tear- 
down-rebuild  packages  are  not  un- 
common. Who  buys  them?  Mainly 
professionals  and  entrepreneurs  who 
already  live  on  Los  Angeles'  west  side. 
In  addition  to  seven-  or  high-six-fig- 
ure incomes,  these  people  have 
watched  the  equity  in  their  old  homes 
expand  to  the  bursting  point.  Last 
year  alone  the  price  of  an  average  west 
side  home  rose  nearly  30% . 

Apparently,  the  banks  are  not  doing 
much  financing  of  these  projects.  "If 
people  can't  afford  to  pay  cash  for 
these  homes,"  says  Bram  Goldsmith, 
chairman  of  Beverly  Hills-based  City 
National  Bank,  "they  shouldn't  be 
buying  them." 

"In  Beverly  Hills,  it's  attorneys,  en- 
tertainment industry  people  and  doc- 
tors" who  are  doing  the  buying,  re- 
ports John  Aaroe,  manager  of  Douglas 
Properties,  a  southern  California  real 
estate  brokerage  company.  "What's 
available  [i.e.,  the  current  housing 
stock]  isn't  good  enough  for  them." 

Aaroe  means  that  for  many  newly 
rich  Californians,  homes  built  in  the 
dim,  dark  1960s  and  before — houses 
like  Max  Factor's  pictured  above — are 
too  small,  too  dull.  Maybe  they're 
only  4,000  square  feet.  The  rooms  are 


too  cramped;  the  windows,  too,  you 
know,  rectangular.  There  aren't 
enough  closets.  Or  big  enough  bath- 
rooms. Or  roomy  enough  garages. 
These  are  not  people  who  will  settle 
for  a  trash  compactor.  They  demand 
huge  industrial  (but  nice-looking) 
kitchens  so  the  catering  crews  can 
serve  dinner  for  60.  Large  windows  are 
in.  So  are  skylights. 

Sprawling  ranch-style  houses  built 
in  the  1950s  are  going  under  the  bull- 
dozer treads.  In  their  place  are  rising 
two-story  Mediterranean,  Colonial 
and  Tudor  homes.  This  allows  for 
Versailles-esque  effects:  two-story  en- 
try halls,  sweeping  staircases,  cathe- 
dral-ceiling libraries  full  of  books 
bought  by  the  yard.  Downstairs,  the 
amenities  include  media  rooms  with 
hideaway  movie  and  television 
screens,  gymnasiums,  expansive  fam- 
ily rooms  and  the  enormous  kitchens. 
Upstairs  are  his-and-hers  closets  that 
in  the  1950s  would  have  been  consid- 
ered big  enough  to  sleep  a  couple  of 
upper-middle-class  kids.  In  some 
cases  the  master  bedroom  suites 
alone  take  up  a  quarter  of  the  home. 

"They  want  understated  glitz  " 
sums  up  Margie  Oswald,  the  manager 
of  the  Beverly  Hills  office  of  Rodeo 
Realty. 

The  teardown  business  has  pro- 
duced handsome  profits  for  some  of 
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its  pioneers.  Alan  Khedari  used  to 
have  a  kind  of  license  to  print  money: 
He  was  a  Beverly  Hills  dentist.  But 
you've  got  to  pull  a  lot  of  teeth  (very 
roughly,  about  2,800  a  year)  to  make 
the  $1  million  profit  that  a  good  tear- 
down  project  or  two  has  been  able  to 
earn.  So  Khedari  teamed  up  with 
Thomas  Spiegel's  Columbia  Savings 
&  Loan  in  1984  to  form  csl  Develop- 
ment, which  has  since  done  20-odd 
teardowns  in  Beverly 
Hills. 

Apart  from  the  instinct 
of  most  southern  Califor- 
nia nouveaux  riches  to 
display  their  material  pos- 
sessions, the  teardown 
rage  has  been  fueled  by 
one  fact:  In  Los  Angeles, 
land  in  the  best  locations 
is  scarce.  As  one  Brent- 
wood broker  who  did  not 
major  in  economics  puts 
it:  "The  land  is  so  valu- 
able, people  simply  can't 
afford  not  to  build  bigger 
houses." 

Sadly,  the  easy  money 
has  been  made.  A  year  and 
a  half  ago  developer  Barry 
Dean  bought  a  house  on 


North  Alpine  Drive  in  Beverly  Hills 
for  $1.3  million.  He  then  tore  it  down 
(for  around  $7,000)  and  built  a  10,000- 
square-foot  house  on  the  16,500- 
square-foot  (that's  less  than  half  an 
acre)  lot.  He's  now  asking  $5.2  mil- 
lion for  it.  If  he  gets  it,  his  profit 
would  be  around  $1  million. 

Today,  however,  he'd  be  hard- 
pressed  to  find  a  teardown  in  Beverly 
Hills  for  under  $2.5  million,  which 


would  leave  him  nothing.  "We're  get- 
ting out  of  Beverly  Hills,"  says  Dean, 
who  is  now  tearing  them  down  in 
nearby  Bel  Air. 

Paul  Zahler  pioneered  the  teardown 
market  in  Santa  Monica's  fashionable 
north  side  beginning  in  1983,  and  has 
done  about  100  since.  But  hyperinflat- 
ing  land  prices  have  forced  him  to 
move  north,  to  Pacific  Palisades  and 
the  San  Fernando  Valley  towns  of  En- 
cino  and  Woodland  Hills, 
where  land  values  are 
much  lower  and  the  tear- 
down  margins  higher. 
Ironically,  in  Pacific  Pali- 
sades Zahler  is  tearing 
down  some  of  the  very 
homes  his  father,  also  a 
developer,  built  in  the  ear- 
ly Sixties. 

"This  market  is  bullet- 
proof," insists  teardown 
artist  Jack  Kasarjian,  "be- 
cause it's  the  check  writ- 
ers who  buy  these 
homes."  Wait  a  minute: 
When  intelligent  people 
insist  that  a  market  can- 
not go  down,  it's  usually  a 
good  bet  that  things  have 
gotten  out  of  hand.  ■ 


Chad  Slanerv 


Architect  Cits  1  hdfy  and  tlx>  villa  that  replaced  Ronald  Reagan  S former  Ixmw  (above) 
"Restraint  is  hard  for  someone  who  has  made  a  lot  of  money." 
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Born  poor,  James  Moran  beat  cancer  and 
has  built  a  $700  million  business  selling 
cars.  He  didn  V  beat  the  Justice  Department, 
but  there  s  a  twist  on  that,  too. 

Jim  Moran, 
master  salesman 


By  Graham  Button 


Older  Chicagoans  still  re- 
member Jim  Moran  from  the 
1950s.  He  was  "Jim  Moran  the 
Courtesy  Man,"  a  local  tv  advertising 
phenomenon.  His  Courtesy  Motors 
was  the  world's  largest  Ford  dealer;  as 
show  host,  Moran  beat  out  Ed  Sulli- 
van and  Steve  Allen  in  a  local  popular- 
ity poll.  Or  so  reported  Time  magazine 
when  it  put  the  car  dealer  on  its  cover 
in  1961. 

Today  Moran  is  71.  In  his  first  inter- 
view with  a  national  publication  in 
nearly  three  decades,  Moran  says  he 
moved  to  Hillsboro  Beach,  Fla.  in 
1966  when  his  doctor  told  him  he  had 
less  than  a  year  to  live.  "My  whole 
world  came  crashing  down  at  47  years 
of  age,"  Moran  recalls. 

Moran  fought  back  the  cancer  and 
overcame  several  other  health  prob- 
lems. And  he  managed  to  keep  his 
$2.4  billion  (sales)  automotive  em- 
pire, jm  Family  Enterprises,  Inc.,  one 
of  America's  best-kept  secrets. 

jm  Family  Enterprises  has  2,300 
employees  in  more  than  25  automo- 
tive-related subsidiaries.  The  center- 
piece is  Southeast  Toyota  Distribu- 
tors, which  Moran  opened  in  1968. 
Today  Southeast  is  perhaps  the  larg- 
est independent  automotive  distribu- 
tor in  the  world.  Moran  has  supplied 
some  2  million  cars,  vans  and  trucks, 
and  support  services,  to  what  are  now 
165  dealers  in  five  southeastern 
states.  Last  year  over  15 1,000  Toyotas 
passed  through  Southeast's  sprawling, 
70-acre  port  and  accessorizing  plant 
in  Jacksonville.  Moran  also  owns  a 
company  to  supply  parts,  one  for  in- 
surance, one  for  financing,  another  for 
leasing,  and  a  Puerto  Rico  chemical 
company  that  makes  automotive 
paint  sealants  and  undercoating. 

That  accessorizing  plant  was  one 


important  key  to  Southeast's  riches. 
The  cars  arriving  from  Japan  were  like 
virgin  Christmas  trees,  waiting  to  be 
trimmed  with  sunroofs,  vinyl  tops, 
alloy  wheels,  air  conditioners,  stereo 
radios  and  so  on.  In  its  heyday,  Mo- 
ran's  accessorization  subsidiary,  Joy- 
serve,  resembled  a  Detroit  assembly 
line,  and  the  profit  margins  on  many 
items  were  phenomenal.  By  one  deal- 
er's estimate,  Moran  was  making  $10 
million  a  year  on  car  pinstripes  alone. 
With  freight  charges  and  other  mark- 
ups, Moran  had  an  average  pretax 
profit  of  at  least  $1,000  per  car. 

Along  the  way,  Moran  has  been  re- 
sponsible for  a  number  of  innova- 
tions. He  started  the  first  finance 
company  for  U.S.  dealers  of  imported 
cars;  his  World  Omni  Financial  Corp. 
now  has  $2.5  billion  in  loans  out- 
standing. Moran's  was  the  first  U.S. 
dealer  network  to  computerize  inven- 
tory control,  retail  sales  reporting, 
and  warranty  claims  submission. 
Many  of  his  dealers  have,  as  a  result, 
become  multimillionaires. 

Moran's  hard  work  and  creativity 
have  amply  rewarded  him,  too.  Alto- 
gether, Forbes  estimates,  in  1988  im 
Family  netted  around  $200  million 
pretax  from  distributing  and  all  his 
other  businesses.  Value  of  a  business 
like  this:  around  $700  million. 

Moran  grew  up  during  the  Depres- 
sion, the  only  son  of  a  Chicago  cigar 
store  clerk.  He  is  still  proud  of  his 
Horatio  Algeresque  story.  A  few  days 
before  Moran's  14th  birthday,  his  fa- 
ther died.  "We  had  an  Irish  wake  on 
the  fourth  floor  of  a  walkup,"  says 
Moran.  "My  mother  had  a  ham  and, 
you  know,  some  beer  and  ginger  ale, 
and  you  passed  the  hat." 

His  passion  was  cars.  Soon  after 
graduating  from  high  school,  Moran 
bought  a  Sinclair  filling  station  for 
$360.  He  shelled  out  $75  for  the  first 


car  he  rebuilt,  a  1936  Ford,  in  1944;  he 
installed  a  new  clutch,  spiffed  it  up, 
and  sold  it  for  $235.  That  beat  pump- 
ing gas.  He  turned  his  station  over  to 
his  brother-in-law  and  borrowed 
$5,000  to  start  a  used  car  lot. 

"That  first  month  I  made  $3,000— 
$3,000!"  he  exclaims,  as  if  still  in  awe. 

Moran  wanted  a  new  car  dealership 
and  eventually  got  a  Hudson  fran- 
chise. But  it  was  the  way  Moran  sold 
cars,  not  the  make  itself,  that  was 
Courtesy  Motors'  secret. 

"I  had  a  television  set,"  he  recalls. 
"All  I  had  to  do  was  look  at  it  and  say, 
'My  God.  What  a  way  to  advertise 
cars!  And  nobody  is  doing  it.'  "  The 
year  was  1948. 

Soon  he  was  sponsoring  his  own  tv 
programs,  including  Wrestling  from 
Rainbow  and  Sunday  Night  Movies.  He 
personally  hosted  a  country  and  west- 
em  music  show,  and  customers 
flocked  to  the  salesman/celebrity's 
dealership.  Time  would  later  say  that 
Moran's  voice  "seizes  the  listener — 
especially  women,"  sending  "shivers 
up  and  down  the  stitching  of  many  a 
wallet  and  purse."  Soon  Moran  was 
moving  over  15%  of  Hudson's  output. 

When  he  switched  to  Ford  in  1955 
(Hudson  merged  with  Nash-Kelvina- 
tor  in  1954),  Moran  already  had  his 
Chicago  variety  show,  the  Jim  Moran 
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James  Moran  in  front  of  Southeast  Toyota's  headquarters 

In  his  heyday,  he  sold  one  out  of  every  five  Toyotas  in  the  U.S. 


Courtesy  Hour.  Moran  held  his  own 
with  the  top  stars  of  the  day — Bob 
Hope,  Mickey  Rooney,  Danny  Thom- 
as and  many  others.  Within  30  days 
Courtesy  Motors  was  reportedly  the 
world's  largest  Ford  dealer. 

By  1966  Moran  was  living  a  life  far 
from  the  Irish  enclave  on  Chicago's 
north  side.  He  had  a  wife,  three  kids,  a 
house  with  a  pool  in  the  suburbs,  lots 
of  money,  the  admiration  of  the  com- 
munity, a  vacation  home  in  Florida. 
That's  when  his  doctors  told  him  he 
had  a  year  to  live.  "It's  a  very  traumat- 
ic thing,"  he  says,  "when  somebody 
hits  you  with  that  big  C." 

Moran  turned  over  Courtesy  Mo- 
tors to  his  son-in-law  and  general 
manager  and  moved  to  Florida,  where 
he  has  waged  a  long  and,  say  his  doc- 
tors, successful  fight  against  cancer. 

But  Moran  was  not  cut  out  for  the 
role  of  idle  convalescent.  Soon  after 
arriving  in  Florida,  he  got  a  Pontiac 
dealership.  Today  jm  Pontiac,  now 
based  in  Hollywood,  Fla.,  is  recog- 
nized by  General  Motors  as  the  na- 
tion's largest  Pontiac  dealer. 

Meanwhile,  Toyota  was  trying  to 
build  sales  in  the  U.S.  It  needed  dis- 
tributors to  set  up  dealer  networks, 
and  was  willing  to  share  profits  with 
American  entrepreneurs.  Moran  de- 
cided to  try  the  Japanese.  Southeast 


Toyota  was  incorporated  in  Pompano 
Beach,  Fla.,  and  thanks  to  clever  mar- 
keting, Moran  soon  became  the  larg- 
est Toyota  distributor  in  the  U.S. 

From  merely  rich,  he  became 
megawealthy. 

Moran  had  realized  early  on  that  he 
needed  the  best  relations  with  Toyo- 
ta's top  officers,  who  would  ultimate- 
ly decide  how  many  cars  he  could  get. 
Moran,  says  a  former  Toyota  Motor 
Sales  U.S.A.  executive,  "has  done  an 
excellent  job  of  catering  to  the  Japa- 
nese need  for  stroking.  He's  real  good 
at  stroking  up  front,  and  then  stroking 
below  the  table."  According  to  docu- 
ments obtained  by  Forbes  and  corrob- 
orated by  former  Southeast  Toyota 
employees,  Moran  agreed  from  the  be- 
ginning to  pay  at  least  one  top  Japa- 
nese officer  $10  for  every  car  sold 
above  a  predetermined  level.  Moran 
denies  any  such  arrangement  existed. 

We  now  meet  the  skeleton  in  Mo- 
ran's  closet.  In  1973  something  called 
Project  Haven  came  to  light.  This 
was,  at  the  time,  the  largest-ever  irs 
probe  into  tax  evasion  through  the  use 
of  offshore  tax  havens,  irs  agents  sur- 
reptitiously obtained  the  contents  of  a 
briefcase  belonging  to  an  officer  of 
Castle  Bank  &  Trust,  of  Nassau,  Baha- 
mas. (The  Supreme  Court  later  ruled 
that  the  evidence  could  not  be  sup- 


pressed by  the  defendants.) 

In  the  briefcase  was  a  list  of  promi- 
nent Americans  with  accounts  at 
Castle  Bank:  Chicago's  Pritzker  fam- 
ily; actor  Tony  Curtis;  Playboy's  Hugh 
Hefner;  Penthouse's  Bob  Guccione;  the 
late  Morris  (Moe)  Dalitz,  known  for 
his  ties  to  the  Teamsters  and  the  mob; 
and  Jim  Moran  and  three  top  Japanese 
Toyota  officials. 

One  of  those  Toyota  officials,  Shoji 
Hattori,  then  in  charge  of  Toyota's 
U.S.  operation,  was  later  indicted  for 
allegedly  using  Castle  Bank  to  evade 
taxes  on  kickbacks  from  three  Toyota 
distributors  (Moran  was  not  among 
them)  for  awarding  Toyota  distribu- 
torships; Hattori  fled  the  country,  and 
remains  a  fugitive  from  U.S.  justice. 

Project  Haven  opened  a  Pandora's 
box.  According  to  irs  investigators, 
Castle  Bank  &  Trust  had  been  created 
to  evade  U.S.  taxes.  Among  the  bank's 
key  players  was  Burton  Kanter,  a  not- 
ed Chicago  tax  specialist  whose  cli- 
ents included  members  of  Cleveland's 
organized  crime  fraternity.  The  au- 
thorities wanted  to  know  more  about 
Kanter  and  Castle  Bank. 

In  1978,  more  than  five  years  after 
Project  Haven  made  headlines,  Moran 
was  indicted  for  criminal  tax  fraud. 
He  hired  a  Hollywood,  Fla.  lawyer, 
Steadman  Stahl  Jr.,  to  defend  him. 

Moran  cut — or  thought  he'd  cut — a 
deal  with  the  Justice  Department.  In 
return  for  immunity,  he  would  pro- 
vide the  feds  with  evidence  establish- 
ing Ranter's  ownership  in  Castle 
Bank.  According  to  people  familiar 
with  the  case,  Moran  delivered  his 
side  of  the  bargain.  But  then  the  inex- 
plicable happened:  Moran's  lawyer, 
Stahl,  moved  to  have  the  evidence 
sealed.  And  the  Justice  Department's 
lawyers  agreed.  No  Ranter,  no  immu- 
nity deal  with  Moran. 

In  1984  Moran  pleaded  guilty  to 
seven  counts  of  filing  false  individual 
and  corporate  tax  returns.  He  drew  a 
suspended  two-year  sentence,  a  civil 
settlement  in  excess  of  $12  million, 
and  a  community  service  require- 
ment that  he  satisfied  by  establishing 
a  training  center  where  underprivi- 
leged children  learn  car  maintenance. 

What  went  wrong?  Alan  Block,  a 
criminologist  at  Penn  State  Universi- 
ty who  has  written  a  monograph 
about  organized  crime  and  the  irs  in 
the  Bahamas,  and  has  carefully  re- 
viewed the  Moran  case,  thinks  Moran 
was  victimized.  "I  believe  Moran  pro- 
duced the  evidence  necessary  to  go 
after  Ranter,"  says  Block.  "It's  quite 
clear,  in  my  mind,  that  Justice  did  not 
honor  its  deal  with  Moran."  In  Block's 
opinion,  Ranter  used  Justice  Depart- 
ment connections  to  derail  the  case. 
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For  most  people,  getting  shock 
absorbers  is  a  seat-of-the-pants 
decision.  When  they  feel  a  jolt 
in  the  seat  of  their  pants,  they 
decide  to  get  new  shocks. 

So  what's  wrong  with  that? 

It's  not  just  a  matter  of 
comfort.  Bad  shocks  can  mean 
bad  handling.  The  way  your  car 
corners  on  exit  ramps,  the  way 
it  responds  to  sudden  steering, 
the  way  it  stops  on  bumpy 
roads  all  depend  on  your  shocks. 

To  help  keep  your  car 
handling  properly  have  Mr. 
Coodwrench  check  your  shocks 
and/or  struts.  If  they  need 
replacing,  he'll  have  the  exact 
CM  Coodwrench  Shocks  your 
CM  car  or  truck  was  designed 
to  use. 

Plus,  when  you  get  CM 
Coodwrench  Shocks  you  get  a 
Lifetime  Limited  Warranty  that's 
good  for  as  long  as  you  own 
your  CM  car  or  light  truck.  See 
Mr.  Coodwrench  for  details,  now 
at  over  7200  General  Motors 
dealerships  coast  to  coast- 
wherever  you  see  these  signs. 


Because  it's  not  just  a  car... 
it's  your  freedom. 


Why  would  Justice  not  have  hon- 
ored its  deal?  Richard  Jaffe,  now  an 
investigator  in  the  Florida  state  attor- 
ney's office,  was  the  irs  agent  who  led 
the  Project  Haven  investigation.  Don- 
ald Van  Roughnet,  a  Florida  attorney, 
is  a  specialist  in  legitimate  offshore 
trusts;  he  was  also  involved  in  the 
later  stages  of  Moran's  defense.  Both 
Jaffe  and  Van  Koughnet  believe  that 
Stahl,  and  perhaps  lawyers  inside  the 
Justice  Department,  were  trying  to 
protect  Kanter.  Under  this  somewhat 
conspiratorial  theory,  Moran  was 
simply  the  fall  guy. 

Another  fall  guy  was 
Roger  Baskes,  a  partner 
in  Ranter's  Chicago  law 
firm.  He  was  convicted 
of  setting  up  tax  evasion 
schemes  in  Castle  Bank 
for  his  clients.  Ranter 
faced  tax  conspiracy 
charges  in  a  case  arising 
out  of  Project  Haven;  he 
was  acquitted  in  1977, 
and  to  this  day  main- 
tains he  was  never  a 
principal  in  Castle  Bank. 

One  thing  is  clear.  In  asking  Stead- 
man  Stahl  to  defend  him,  Moran 
could  have  done  better.  In  1985  Stahl 
was  convicted  of  obstructing  justice 
while  defending  a  local  drug  kingpin. 
Stahl  served  two  years  and  has  been 
readmitted  to  the  Florida  bar.  Asked 
about  his  alleged  misrepresentation  of 
Moran,  Stahl  dismisses  it  as  a  "vi- 
cious lie."  He  contends — and  at  least 
one  Justice  official  involved  in  the 
case  backs  him  up — that  the  evidence 
provided  in  Moran's  defense  wasn't 
sufficient  to  prosecute  Ranter. 

Why  then  did  Stahl  move  to  seal  the 
evidence?  Stahl  says  that  by  prior 
agreement  with  the  government,  the 
evidence  would  not  be  made  public  if 
it  was  not  compelling. 

What  says  victim  Moran,  if  victim 
he  was?  Nothing.  He's  muzzled.  Wil- 
liams &.  Connolly,  Moran's  current 
counsel,  has  strongly  advised  him  to 
say  nothing  about  his  tax  case. 

"Every  bone  in  my  body  says  yes,  I 
should  talk  about  it,  but  my  lawyers 
say  no,"  says  Moran.  And  so  the  skel- 
eton still  rattles. 

Why  bother  with  a  decade-old  tax 
case?  Because  it  took  a  heavy  toll  on 
Moran — he  says  it  caused  his  stroke 
in  1983 — and  because  it  could  have 
cost  him  his  business.  Under  the 
terms  of  its  distributorship  agree- 
ment, Toyota  could  have  terminated 
Moran's  franchise.  But  Toyota  appar- 
ently wasn't  prepared  to  part  compa- 
ny with  the  man  once  responsible  for 
selling  nearly  one  out  of  every  five 
Toyotas  in  the  U.S.  Says  Don  Sigmon, 


a  Toyota  dealer  in  Greenville,  N.C.:  "I 
can  assure  you  that  [Toyota  Chair- 
man] Eiji  Toyoda  and  President  [Shoi- 
chiro]  Toyoda  love  Jim  Moran.  He  has 
always  been  a  producer." 

Many  of  the  dealers  who  get  their 
cars  from  Southeast  also  think  highly 
of  Moran.  In  years  past  he  has  flown 
virtually  every  Southeast  dealer  or 
general  manager,  with  their  spouses, 
to  an  annual  all-expenses-paid  gala, 
usually  in  places  like  Hawaii  or  even 
Tokyo.  Topping  off  these  occasions 
multimillion-dollar  money 
pool — funded  by  South- 
east and  the  dealers — 
called  the  "cashbash,"  in 
which  dealers  could  draw 
for  cash  prizes  of  up  to 
$100,000. 

"Everybody  likes  mon- 
ey," reasons  Moran,  who 
says  he  has  doled  out 
$100,000  bonuses  to  peo- 
ple making  $50,000  in 
salary.    "Hey — that  gets 
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Moran  as  cover  subject  and  TV  star 
"The  Courtesy  Man." 


his  attention,"  says  the  master  sales- 
man. "You  couldn't  drive  him  off 
with  a  baseball  bat." 

But  life  with  Toyota  took  on  a  trou- 
bling cast  with  the  introduction  of  car 
import  quotas  in  1981.  Overnight, 
dealers  had  to  fight  for  cars  that  were 
in  short  supply.  Under  Toyota's 
"turn-to-eam"  allocation  system — in 
which  the  12  U.S.  distributors,  com- 
pany-owned and  private,  competed 
for  monthly  allocations  from  Japan — 
competition  for  cars  among  distribu- 
tors grew  fierce. 

Some  of  Southeast's  district  manag- 
ers began  encouraging  dealers  to  file 
false  sales  reports,  so  as  to  get  more 
cars.  This  backfired  when,  in  1986,  a 
few  North  Carolina  dealers  who  re- 
fused to  go  along  with  the  alleged 
scheme  petitioned  state  regulators  to 


revoke  Moran's  license  to  operate. 

The  key  plaintiff  in  a  $40  million 
suit  against  Southeast  Toyota  was 
North  Carolina's  first  (and  most  suc- 
cessful) Toyota  dealer,  Garson  Rice. 
He  had  vied  against  Moran  for  the 
original  Southeast  franchise  back  in 
1968.  Now  he  won  some  revenge  from 
Moran  in  the  form  of  a  staggering  $22 
million  out-of-court  settlement. 

Moran  had  other  dealer  problems 
when  the  rising  yen  jacked  up  prices 
and  competition  from  new  imports, 
and  better-made  domestics  started 
squeezing  margins.  But  instead  of  cut- 
ting prices  to  its  dealers,  Southeast 
basically  held  the  line. 

Sensing  Moran's  vulnerability  after 
the  settlement  with  Rice,  other  deal- 
ers are  beginning  to  grumble.  Richard 
Beasley,  a  prominent  South  Carolina 
banker  and  Toyota  dealer,  has  filed  a 
$70  million  complaint  that  a  repre- 
sentative of  Southeast  falsified  his 
books  and  coerced  his  dealership  to 
file  false  sales  reports  under  the  threat 
of  loss  of  his  franchise.  Moran  denies 
all  the  charges  and  vows  to  fight  Beas- 
ley vigorously. 

According  to  some  estimates,  half 
of  Toyota's  U.S.  dealers  lost  money  in 
1988.  Cars  are  starting  to  back  up  on 
dealer  lots.  In  January  Moran  scaled 
back  his  accessorizing  operation  by 
more  than  one-third  and  announced 
price  reductions.  This  year,  there  will 
be  no  motivational  trips  to  Hawaii. 

The  future  of  Moran's  im  Family 
Enterprises  after  its  founder  passes 
from  the  scene  is  by  no  means  clear. 
Toyota's  long-term  goal,  according  to 
some  observers,  is  to  regain  control  of 
its  three  remaining  independent  dis- 
tributorships, including  Moran's.  But 
for  now,  Moran  has  renewed  his  fran- 
chise agreement  for  six  more  years. 

"I've  been  assured  from  the  top  on 
down  that  I  have  it  ad  infinitum," 
says  Moran.  "But,"  he  adds,  "nothing 
is  forever."  Moran  has  done  what  he 
can  to  concentrate  control  within  his 
family.  Besides  son-in-law  John 
McNally  and  daughter  Pat  (both  pos- 
sible successors),  Moran's  second 
wife,  his  son  James  Jr.  and  daughter 
Arline  (McNally's  wife)  are  all  key 
executives,  or  at  least  on  the  board. 

Moran  himself  continues  to  work  a 
nine-hour  day,  six  days  a  week.  Hard 
work  is  as  much  a  part  of  him  as  the 
gruesome  cancer  surgery  scars  he  of- 
fers to  show  a  Forbes  reporter.  Recall- 
ing that  Sinclair  gas  station  he  bought 
with  $360  in  1939,  he  says:  "I  worked 
seven  days  a  week,  from  6:30  in  the 
morning  to  10  o'clock  at  night,  365 
days  a  year."  Retirement?  "I  wouldn't 
know  what  to  do  with  myself,"  he 
replies.  "I'd  go  crazy."  ■ 
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A  MACHINE  THAT  HELPS  PLANTS  GROW. 


It  takes  nurturing  to  grow  a  business. 

If  you've  got  the  touch,  The  Xerox  Financial 
Machine  can  help  your  business  blossom. 

You  can  lease  or  finance  anything;  from  storage 
tanks  for  increasing  capacity  to  Xerox  copiers  for 
increasing  efficiency.  All  from  Xerox  Credit. 
There's  insurance  for  your  place  of  business  and 
workers  compensation  for  your  employees  from 
Crum  and  Forster.  Van  Kampen  Merritt  capital 
markets  expertise  can  help  you  structure  solid  debt 
funding  for  industrial,  commercial,  and  municipal 
projects.  Investment  banking  and  institutional 


brokerage  are  specialties  of  Furman  Selz.  And 
your  plans  for  retirement  look  pretty  rosy  with  the 
life  insurance  and  annuities  from  Xerox  Life. 

They're  all  part  of  Xerox  Financial  Services;  a 
powerful  group  of  financial  companies  with  over 
$17.5  billion  in  assets.  All  geared  to  help  you  man- 
age your  growth. 

So  you  can  enjoy  the  fruits  of  your  labor. 

To  find  out  how  The  Xerox  Financial  Machine 
can  help  your  business  flourish,  just  tell  us  your 
financial  needs.  Write  Xerox  Financial  Services, 
P.O.  Box  5000,  Norwalk,  CT  06856. 
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The  Eighties  are  to  debt  what  the  Sixties  were  to  sex. 
The  Sixties  left  a  hangover.  So  will  the  Eighties. 


Michael  Milken, 
meet  Sewell  Avery 


By  James  Grant 


Trammell  Crow,  the  king  of 
the  surviving  Dallas  real  estate 
developers  and  a  charter  Forbes 
Four  Hundred  member,  is  credited 
with  a  number  of  pithy  business 
sayings.  Builders  are  leveraged  and  op- 
timistic fellows,  and  some  of  Crow's 
remarks  are  inspirational,  e.g.,  "The 
way  to  wealth  is  debt."  However,  re- 
cent goings-on  in  the  credit  markets 
may  force  a  revision  in  that  epigram. 
The  updated  version  may  read,  less 
pithily,  "The  way  to  wealth  in  a  bull 
market  is  debt.  The  way  to  oblivion  in 
a  bear  market  is  also  debt,  and  nobody 
rings  a  bell." 

Debt  is  the  original  fair-weather 
friend.  It  is  with  you  on  the  upside, 
and  against  you  on  the  downside.  So 
long  has  the  financial  sun  been  shin- 
ing that  it  seems — especially  to  the 
bulls  on  Wall  Street — as  if  the  skies 
will  never  darken.  But  if  you  can  ac- 
knowledge the  possibility  of  even  one 
inclement  business  season,  you  will 
want  to  reflect  on  the  leveraged 
American  condition,  and  on  many  of 
the  private  American  fortunes  that 
constitute  The  Forbes  Four  Hundred. 
You  will  want  to  consider  that  debt 
may  become  just  as  unpopular  one 
day  as  it  now  is  popular.  You  may 
want  to  anticipate  how  a  forward- 
thinking  investor  might  profit  from 
such  a  turn  in  events. 

When  the  legendary  showman  P.T. 
Bamum  stretched  to  buy  his  Ameri- 
can Museum  more  than  a  century  ago, 
a  friend  asked  him  how  he  intended  to 
pay  for  it.  "Brass,"  he  replied  gaily, 
"for  silver  and  gold  have  I  none." 

This  is  an  account  of  the  new  brass 


James  Oram  is  editor  of  Gram  -  Interest  Kite  Observ- 
er, u  debt-free  publication  that  follows  i/h-  credit 
markets  mu/  is  headquartered  in  New  York 
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age  in  American  finance — where  we 
are  now,  how  we  got  here  and  where 
we  are  going. 

Financially  speaking,  the  story  of 
the  20th  century  has  been  the  mel- 
lowing of  the  American  lender.  At  the 
turn  of  the  century,  it  was  hard  to  get 
a  loan.  In  1989,  if  you  have  a  mailbox 
into  which  a  credit  card  can  be 
dropped,  it  is  almost  impossible  not  to 
get  one.  Consumers,  governments 
and  businesses  have  borrowed  as  nev- 
er before.  It  is  the  decade  of  the  five- 
year  Yugo  loan,  the  leveraged-buyout 


loan,  the  unsecured  bridge  loan,  the 
teaser-rate  adjustable-rate  mortgage 
loan,  the  rescheduled  Brazilian  or 
Mexican  loan,  the  Sotheby's  art-quali- 
ty loan  and  the  liposuction  and  breast- 
enlargement  loan.  It  is  the  decade  of 
retractable  facsimile  bonds,  subordi- 
nated primary  capital  perpetual  float- 
ing rate  notes  and  collateralized  fixed- 
rate  multi-tranche  tap  notes.  All  in 
all,  the  1980s  are  to  debt  what  the 
1960s  were  to  sex. 

Debt  is  more  than  a  financial  medi- 
um— more,  even,  than  the  de  facto 
legal  tender  of  the  great  bull  market. 
Debt  is  an  industry  in  itself,  like  auto 
parts.  What  is  so  notable  about  the 
gilded  career  of  billionaire  Michael  R. 
Milken  is  that  it  happened  at  all.  Its 
timing  was  a  stroke  of  luck.  In  the 
1950s,  when  the  intense  young  Mil- 
ken was  almost  certainly  not  wasting 
his  time  watching  Lassie  on  television, 
interest  rates  were  low,  tax  rates  were 
high  and  the  stock  market  (by  our 
lights)  was  moderately  valued.  In  ret- 
rospect, it  was  the  perfect  time  to 
launch  a  junk  bond  enterprise,  except 
for  one  important  catch.  The  shadow 
of  the  Great  Depression  still  fell 
across  American  finance.  As  recently 
as  the  mid-1950s,  Citibank  put  more 
of  its  depositors'  money  into  Treasury 
securities  than  it  did  into  loans. 

During  Christmas  week  1955,  a 
panel  of  distinguished  economists 
convened  in  New  York  to  assess  the 
disquieting  state  of  American  credit. 
The  scholars  observed  that  three-year 
auto  loans  had  begun  to  proliferate  (in 
the  1920s,  the  average  maturity  was 
one  year)  and  that  mortgage  loans 
were  available  on  suspiciously  lenient 
terms.  Geoffrey  Moore,  a  leading  au- 
thority on  the  business  cycle,  found 
parallels  between  the  credit  expan- 
sion of  the  mid-1950s  and  that  of  the 
1920s,  and  he  suggested  that  caution 
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was  the  order  of  the  day. 

What  was  not  then  apparent  was 
that  the  postwar  relaxation  of  lend- 
ing standards  had  only  just  begun. 
The  process  would  continue  for  de- 
cades, and  would  reach  extremes 
unimagined  in  the  1920s.  You  can 
make  the  case  that  this  liberaliza- 
tion began  with  A. P.  Giannini, 
founder  of  the  Bank  of  Italy  in  tum- 
of-the-century  San  Francisco. 
Giannini  had  the  radical  notion 
that  the  workingman  would  actu- 
ally repay  a  loan.  His  idea  was  vi- 
sionary, and  his  bank — renamed 
BankAmerica — was  once  the  larg- 
est in  the  country. 

The  founding  of  the  Federal  Re- 
serve System  in  1913,  the  advent  of 
the  General  Motors  Acceptance 
Corp.  in  1919,  and  the  ballooning 
of  margin  debt  in  the  Coolidge  bull 
market  were  the  financial  mile- 
stones of  the  1910s  and  1920s. 

Nobody  was  in  a  mood  for  liber- 
alization in  the  1930s,  and  it  will 
be  noted  that  no  Milken  look-alike 
made  his  mark  on  American  fi- 
nance in  the  1940s,  1950s  or  1960s. 
What  the  creditors  of  those  years 
knew  is  that  heavy  borrowing  was  a 
technique    favored    by    people    like 
Charles  E.  Mitchell,  chairman  of  Na- 
tional City  Bank,  who  wound  up  ex- 
plaining themselves  before  congres- 
sional investigating  committees. 

Milken  didn't  know  that,  or  wisely 
ignored  it  if  he  did.  As  he  was  entering 
business  in  the  early  1970s,  a  genera- 
tion of  Depression-scarred  lenders 
was   exiting.    Their   mental    bag- 
gage— the  trauma  of  the  1930s  debt 
liquidation — was  not  his,  and  he 
rediscovered  the  forbidden  fruit  of 
extreme  financial  leverage. 

What  he  knew  about  debt  is  that 
it  magnifies  financial  results.  It 
hefts  prosperity  up  by  its  boot- 
straps and  makes  it  something 
larger  than  it  would  otherwise  be. 
It  facilitates  the  sale  of  houses,  cars 
and  businesses  to  buyers  who  oth- 
erwise couldn't  afford  them.  It  nul- 
lifies the  old  idea,  propounded  by 
John  Kenneth  Galbraith,  that  en- 
trenched corporate  managements 
may  safely  live  the  life  of  Riley 
behind  a  wall  of  equity.  It  produces 
stupendous  fees  and  underwriting 
commissions  for  investment 
bankers. 

In  Milken's  case,  it  produced  one 
of  the  greatest  fortunes  in  Wall 
Street  history.  It  simultaneously 
smiled  on  the  decade's  big  debtors, 
including  such  Four  Hundred 
members  as  Nelson  Peltz  (of  Trian- 
gle Industries  fame),  cellular  mo- 
gul Craig  McCaw  and  leveraged 


buyout  guy  Henry  Kravis. 

What  Milken  may  not  have  reck- 
oned with  is  that  success  breeds  suc- 
cess. Good  ideas  become  bad  ideas 
through  a  competitive  process  of 
"Can  you  top  this?"  So  completely 
have  the  old  antidebt  prejudices  been 
erased  that  extraordinary  transactions 
have  begun  to  seem  commonplace, 


and  astonishing  numbers  have  lost 
their  power  to  amaze.  Old  fogies, 
having  complained  about  an  immi- 
nent day  of  reckoning  for  the  past 
30  years,  are  no  longer  taken  seri- 
ously, and  the  debt  keeps  on  being 
piled  higher  and  higher.  It  is  a  fact, 
for  example,  that  fewer  than  9,000 
Americans  filed  for  personal  bank- 
ruptcy in  1946  but  that  more  than 
9,000  filed  each  week  in  1988.  It  is 
okay  to  borrow  and  no  mortal  sin 
to  welsh. 

It  is  a  fact  that,  in  this  business 
expansion,  the  nation's  ratio  of 
corporate  cash  flow  to  interest  ex- 
pense has  fallen  to  the  lowest  level 
in  the  postwar  period — lower, 
even,  than  in  the  trough  of  the 
1973  recession.  It  is  a  fact  that  Wil- 
liam J.  Stoecker,  a  bearded  former 
welder  with  a  line  of  blarney  about 
the  Rust  Belt  renaissance,  succeed- 
ed in  borrowing  millions  without 
the  conventional  preliminary  step 
of  presenting  his  lenders  with  a  set 
of  audited  financials. 

Nor  did  anyone  seem  to  think  it 
odd  when  Duff  &  Phelps,  the  Chi- 
cago-based bond-rating  service,  un- 
derwent a  management  buyout  early 
this  year  and  issued  its  own  junk 
bonds.  When  the  deal  closed,  long- 
term  debt  ballooned  to  $112  million 
from  $34  million.  Net  worth  fell  to 
minus   $10.8   million   from   positive 
$3.6  million.  Fees  and  expenses  in 
connection  with  the  buyout  ran  to 
almost  $13  million,  which  was  more 
than  the  equity  contribution  of  the 
management  investors. 

More  notable  than  the  numbers 
was  the  symbolism,  d&p  was 
founded  in  the  Depression  to  ana- 
lyze the  securities  of  the  then- 
shipwrecked  public  utility  holding 
companies.  Its  stock  in  trade  was 
the  like  of  Middle  West  Utilities, 
part  of  the  Samuel  Insull  empire, 
which  failed  in  1932.  Insull,  no 
mere  financial  manipulator  but  a 
utilities  builder  par  excellence,  ran 
aground  on  the  rocks  of  leverage. 
He  borrowed  heavily  in  1930, 
which,  of  course,  was  the  wrong 
time  to  do  almost  anything  except 
turn  over  and  go  back  to  bed.  Any- 
way, d&p's  foray  into  the  junk 
bond  market  constitutes  yet  an- 
other vivid  reminder  that  the  ghost 
of  the  Great  Depression  had  been 
laid  to  rest. 

If  you  lived  in  the  stifling  credit 
environment  of  the  1930s  or  1940s, 
you  may  be  moved  to  cheer,  "High 
time."  No  doubt,  bankers  in  that 
inhibited  era  were  as  unreasonably 
fearful  as  the  current  crop  is  unrea- 
sonably bold.   But   even  so,   you 


FORBES  40Q/OCTOBER  23,  1989 


61 


must  wonder  if  a  good  thing  hasn't 
been  pushed  too  far. 

It  is  impossible  to  date  the  begin- 
ning of  the  change  in  lending  atti- 
tudes, but  sentiment  has  radically 
turned.  In  1989  borrowers  may 
browse  through  40-year  mortgage 
loans,  6-year  car  loans  and  zero 
coupon  junk  bond  loans.  What  is  so 
revealing  of  the  crowd  psychology 
of  lenders  is  that  some  of  today's 
risky  corporate-finance  techniques 
may  have  made  sense  a  decade  ago, 
when  they  just  weren't  done.  At 
the  time,  common  stocks  were 
cheap  and  real  rates  of  interest 
were  low  or  negative,  but  leveraged 
buyouts  were  viewed  with  dis- 
trust. In  the  late  1970s — in  retro- 
spect, an  ideal  time  to  take  a  com- 
pany private  with  borrowed  mon- 
ey— the  pioneers  of  the  leveraged 
buyout  movement  were  doing 
deals  of  $350  million  or  less.  In  the 
late  1980s,  a  time  of  punitively 
high  real  rates  and  not-cheap  stock 
prices,  rjr  Nabisco  was  acquired 
for  $25  billion. 

Buried  in  a  recent  Wall  Street  Jour- 
nal  was    an    innocuous-sounding 
feature  on  one  of  the  decade's  trendi- 
est  banks.  "Having  taken  an  unprece- 
dented role  in  Alfred  Checchi's  pend- 
ing $3.65   billion  purchase   of  nwa 
Inc.,"  the  story  led  off,  "Bankers  Trust 
New  York  Corp.  has  assumed  a  new 
high-risk  profile  in  the  lucrative  mer- 
chant banking  field.  Its  main  unit, 
Bankers  Trust  Co.,  not  only  is  arrang- 
ing $3.35  billion  of  senior  debt  for 
the  bid  but  also  acted  as  a  financial 
adviser  to  Mr.  Checchi.  The  bank's 
parent  is  taking  an  $80  million 
chunk  of  equity  in  the  parent  of 
Northwest  Airlines,  by  far  the  big- 
gest equity  investment  in  the  com- 
pany's $475  million  pool  of  equity 
investment." 

Here  was  an  onion  of  oddity. 
Layer  number  one:  Someone  pro- 
posed to  recapitalize  an  airline. 
Layer  number  two:  That  someone 
found  a  partner  in  a  commercial 
bank.  Layer  number  three:  This 
commercial  bank,  impersonating 
Henry  Kravis,  resolved  to  become 
an  equity  player. 

The  Northwest  story  created  no 
more  shock  than  the  Duff  &  Phelps 
story  did.  What  was  so  striking 
about  the  Journal  item  was  what 
was  left  unsaid. 

A  decade  ago,  Forstmann  Little 
&  Co.  and  Kohlberg  Kravis  Roberts 
&  Co.  had  some  conservative  ideas 
about  which  companies  might,  and 
which  might  not,  be  appropriately 
leveraged.  The  ideal  lbo  candidate 
was  one  that  produced  steady  and 


predictable  cash  flow.  It  was  insulated 
from  the  business  cycle.  It  was  unreg- 
ulated and  unburdened  by  heavy  capi- 
tal spending  requirements.  It  prefera- 
bly had  nothing  to  do  with  labor 
unions.  In  just  about  every  detail,  in 
fact,  it  was  the  polar  opposite  of  nwa. 
A  telltale  sign  of  a  mania  is  that 
people   and    institutions    readily   do 
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things  they  wouldn't  do — in  fact, 
wouldn't  be  caught  dead  doing — in 
ordinary  times.  Do  you  remember 
the  picture  of  the  late  Sewell  Avery 
being  carried  out  of  his  office  in 
1944,  sedan-chair  style,  for  dis- 
obeying a  government  order?  This 
was  the  same  Avery  who  led  U.S. 
Gypsum  Co.,  a  producer  of  wall- 
board  and  other  building  materials, 
from  1905  to  1951,  and  was  chair- 
man of  Montgomery  Ward  &  Co. 
Avery's  regime  spanned  thick  and 
thin,  and  he  excelled  in  the  thin.  A 
bear's  a  bear —  he  was  prepared  for 
the  Depression,  but  not  for  the 
great  postwar  prosperity. 

At  Montgomery  Ward,  he  piled 
up  cash  just  when  he  should  have 
been  expanding  to  compete  with 
Sears,  Roebuck  &  Co.  And  it  is  a 
cinch  that  he  would  not  have  be- 
lieved,   much    less    relished,    the 
events   of    1988.   Desert   Partners 
L.P.,    assisted  by  Merrill   Lynch, 
mounted    a    bid    for    usg    Corp., 
which  usg  repelled  with  a  lever- 
aged recapitalization.  It  is  a  sign  of 
the  times  that  this  transaction — 
the  leveraging  of  a  cyclical  compa- 
— provoked  no  general  amazement. 
In  boom-time  corporate  finance,  it 
is  hard   to  distinguish   the   balance 
sheet  of  a  bankrupt  company  from 
that  of  a  newly  leveraged  one.  Both 
are  likely  to  show  high  indebtedness, 
low  (or  negative)  net  worth  and  mod- 
est working  capital,  usg  unveiled  its 
absolutely  up-to-the-minute  finances 
last  year.  Long-term  debt  was  $3 
billion,  and  net  worth  was  minus 
$1.6  billion.  The  numbers  made  a 
provocative  contrast  not  only  to 
the    1987,    investment-grade   usg 
but  also  to  the  1933  company,  with 
the  mossback  Avery  presiding.  In 
that  Depression  year,  equity  com- 
prised 98%  of  capital  and  current 
assets  were  14.5  times  greater  than 
current  liabilities.  In  comparison 
with  the  Depression-era  Gypsum, 
the       contemporary       company, 
blessed  by  the  greatest  business  ex- 
pansion in  postwar  annals,  looks  as 
though  it  has  been  hit  by  a  bus. 

Are  we  crazy,  or  were  they?  Are 
we  overleveraged,  or  were  they  un- 
derleveraged?  Was  Avery  the 
crank,  or  is  Milken?  Is  there  ever 
such  a  thing  as  a  new  era,  and,  if  so, 
could  this  be  one? 

The  partial  answer  to  the  last 
question  is  "yes."  There  are  new 
eras  all  the  time.  In  living  memory, 
there  have  been  new  eras  in  poli- 
tics, medicine,  middleweight  box- 
ing and  computer  technology.  In 
financial  affairs,  however,  new  eras 
are  few  and  far  between,  because 


62 


FORBES  400/OCTOBER  23,  1989 


STOUF  FER 


Pitch,  putt,  lob,  and  love. 
Sip,  sup,  splash,  and  swirl. 

^^^W^^S^i^'Make  the  call.  Mark  your  calendars. 
Manage  a  little  time  for  yourselves.  Three  or  four  days.  And 
nights.  Golf,  tennis,  the  water.  Good  wine,  delicious  food,  each 
other.  At  Stouffer  Resorts,  we  know  when  to  pamper  you.  And 
when  to  leave  you  alone. 

RESORTS 


1989  Stouffer  Hotel  Company 


SCOTTSDALE,  AZ 

ST.  THOMAS,  USVI 

ORLANDO,  FL 

LAKE  LANIER  ISLANDS,  GA 

WAILEA,  MAUI,  HI 

POIPU  BEACH,  KAUAI,  HI 

INDIAN  WELLS,  CA  (Fall  1989) 

Call  your  travel  agent  or 
1«800«HOTELS  1 

You  can  depend  on  our  good  name. 


STOUFFER 

HOTELS  &  RESORTS. 


A  Nestle  Company 


markets  are  driven  by  crowds.  Have 
you  ever  seen  just  one  bold  banker? 
One  timid  banker?  Like  the  Washing- 
ton press  corps,  lenders  are  suggest- 
ible people.  They  see  what  others  see 
and  do  what  others  do. 

A  valuable  study  of  the  psychology 
of  the  credit  markets  was  performed 
by  Use  Mintz  of  the  National  Bureau 
of  Economic  Research  in  1950.  In  the 
1920s,  a  favorite  investment  was  the 
high-yielding  debt  of  South  American 
governments.   By    1935,    defaults  in 
those  bonds  were  endemic,  and  the 
defaults  occurred  in  a  logical  pattern. 
Securities  issued  early  in  the  1920s 
did  relatively  well.  Those  issued  late 
in  the  decade — a  time  of  seemingly 
limitless  blue  skies — fared  badly.  For 
foreign  government  bonds  sold  in 
the  1925-29  period,  default  rates 
ran  as  high  as  50%.  In  banking, 
success  begets  success,  and  confi- 
dence spawns  confidence. 

"After  years  of  watching  their 
big-city  cousins  amass  huge  equity 
and  mezzanine-debt  portfolios  in 
leveraged  buyouts  and  other  corpo- 
rate restructurings,  regional  banks 
are  chasing  the  risky  but  potential- 
ly lucrative  investments,"  Ameri- 
can Banker  recently  reported.  "Re- 
gionals  Seeking  Share  of  lbo  Jack- 
pot," was  the  suggestive  headline. 
The  story  reported  on  the  results  of 
a  recent  poll  of  corporate-finance 
officers  at  21  regional  banks.  Sev- 
enteen of  these  worthies  expressed 
a  "newfound  willingness  to  buy 
subordinated  debt  or  equity," 
American  Banker  said.  A  year  and  a 
half  earlier,  the  story  continued, 
"only  two  said  their  banks  would 
dip  below  the  secure  senior  debt 
level,  despite  the  low  returns." 

If  men  and  women  were  angels, 
of  course,  the  trend  would  work  in 
reverse.  Lenders  would  be  bold  at 
the  bottom  and  worried  at  the  top. 
By  the  same  token,  investors  would 
buy  at  the  bottom  and  sell  at  the  top, 
and  it  would  be,  although  dull,  a  more 
lucrative  world. 

"The  more  intense  the  craze,  the 
higher  the  type  of  intellect  that  suc- 
cumbs to  it,"  said  a  banker  in  the 
1930s;  and  nobody  who  has  lived 
through  the  1980s  can  doubt  the  wis- 
dom of  that  remark.  The  nature  of 
tidal  market  events  is  that  they  carry 
further  than  almost  anyone  can  imag- 
ine. They  either  make  you  believe  in 
them,  or  they  make  you  poor.  By  1989 
this  Darwinian  process  had  weeded 
out  doubters,  bears  and  conservatives 
by  the  score,  while  enriching  numer- 
ous members  of  the  burgeoning 
American  debt  industry  and  larding 
The  Forbes  Four  Hundred  with  big- 


time  debtors.  It  caused  the  standards 
of  prudent  corporate  lending  to  be 
loosened  and  conditioned  a  small 
army  of  junk-bond  investors  not  to 
believe  the  plain  English  in  debt  pro- 
spectuses. 

When,  at  long  last,  Integrated  Re- 
sources Inc.,  the  property  syndicator 
and  financial  services  company,  hit 
the  wall  this  summer,  it  was  a  lesson 
in  blind  faith  and  inevitability.  For 
years,  Integrated — an  issuer  and  buyer 
of  speculative-grade  debt  through  the 
offices  of  Drexel  Burnham  Lambert 
Inc. — told  anybody  who  cared  to  lis- 
ten that  its  numbers  didn't  work. 
"The  company  believes  that  it  will 
continue  to  require  additional  funds 
from  sources  other  than  operations  in 


order  to  finance  its  operations,"  said  a 
1986  quarterly  report.  In  fact,  its  oper- 
ating income  had  peaked  as  long  ago 
as  1984.  Its  cash  flow  was  chronically 
negative.  Its  capitalization — heavily 
weighted  to  long-term  debt,  preferred 
stock  and  commercial  paper — was 
swollen.  Then,  on  an  ordinary 
Wednesday  in  June,  it  ran  out  of  bor- 
rowed money. 

"In  retrospect,  it  was  a  fragile  capi- 
tal structure,"  remarked  President 
and  Chief  Operating  Officer  Arthur 
H.  Goldberg  to  the  .Xeir  York  Times. 
after  that  structure  fell  to  pieces.  That 
it  took  so  long  to  come  unstuck  is  one 
of  those  curiosities  that  have  made 
the  1980s  such  an  interesting  decade. 
It  only  stands  to  reason  that  a  few 
weeks    before   Integrated 's    collapse, 


the  company  was  rumored  to  be  a 
takeover  candidate  at  $21  a  share  (the 
stock  duly  closed  above  $15). 

In  markets,  everything  has  its  sea- 
son, and  borrowed  money  is  no  more 
likely  to  prove  a  permanent  sure  thing 
than  one-decision  stocks,  portfolio  in- 
surance or  bags  of  silver  coins.  The 
habits  of  a  long  prosperity  have  bred 
the  conviction  that  asset  values  al- 
ways appreciate:  They  don't.  Well-in- 
tended academics  have  contended 
that  a  well-diversified  portfolio  of 
high-yield  bonds  will  always  outper- 
form a  portfolio  of  government  bonds: 
It  won't.  Five  years  of  easy  money 
have  popularized  the  balmy  idea  that 
you  can  always  get  a  loan:  As  Integrat- 
ed Resources  unexpectedly  showed, 
sometimes  you  can't. 

As  Milken  understood,  easy  ac- 
cess to  credit  facilitates  the  mar- 
ginal transaction.  It  makes  possi- 
ble the  sale  of  the  nth  product  to 
the  nth  buyer.  It  enlarges  the  gross 
national  product,  expands  the  debt 
industry  and  creates  the  rationale 
for  a  future  relaxation  of  lending 
standards. 

But  when  the  cycle  turns,  the 
process  must  swing  into  reverse. 
Marginal  transactions,  financed  by 
debt,  must  be  unwound  through 
foreclosure  or  bankruptcy.  Asset 
values,  propped  up  by  debt,  must 
fall,  and  thereby  reduce  other  asset 
values  in  a  chain  reaction — in  a 
generalized  process  similar  to  what 
is  now  happening  to  Arizona  real 
estate.  The  staple  idea  of  junk  bond 
finance — that  corporate  assets  can 
always  be  sold,  or  debt  advanta- 
geously refinanced — must  be  dis- 
credited. 

On  form,  the  reaction  will  be  too 
severe.  Lenders  will  become  too 
conservative,  and  respected  finan- 
cial leaders  will  try  to  show  that 
two  plus  two  makes  three.  Junk 
bond  prices  will  go  down  too  far,  and 
the  debt  industry  will  be  tarred  and 
feathered. 

The  composition  of  The  Forbes 
Four  Hundred  will  undergo  sudden 
change.  A  pair  of  wings  in  the  boom, 
debt  will  prove  a  ton  of  bricks  in  the 
slump.  The  new  rich  will  be  the  peo- 
ple with  cash  and  courage.  There  will 
be  fewer  debtors  and  more  creditors 
on  the  Forbes  list,  fewer  Peltzes  and 
Crows,  and  more  Rockefellers  (the 
purpose  of  a  bear  market,  as  someone 
once  said,  is  to  restore  wealth  to  its 
rightful  owners).  Investment-grade 
balance  sheets  will  become  newly 
fashionable.  And — one  more  prophe- 
cy— someone  will  build  a  monument 
to  Sewell  Avery. 
On  that  day,  buy  junk  bonds.  ■ 
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The  Fine  Art  Of  Flying 

by  Jenkins. 


Phenomena  Points  North,  South,  East,  West  by  Jenkins.  Declaring  himself  an  avid  admirer  of  our  style,  the  american  painter, 
Paul  Jenkins  dedicated  his  vibrant  work  to  the  pleasure  felt  when  flying  on  Air  France  wherever  one  goes.  Which  we  feel  is  actually 
not  really  a  phenomenum,  but  something  you  can  expect  everytime  you  fly  with  us. 


It's  simply  a  matter  of  care  in  the  air. 


THE  FINE  ART 
WSO?  FLYING 


AIR  FRANCE 


r     Tl 
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Today  they  would  both  be  losers. 


Have  you  read  any  good  fairy 
tales  lately? 

Like  the  one  about  a  steady, 
unchanging  approach  keeping 
a  company  competitive? 


Then  look  around. 

There  aren't  many  tortoises 
left.  They've  been  overtaken 
by  swifter,  technologically  driv- 
en competitors. 


Of  course,  we're  not  suggest- 
ing that  you  model  your  busi- 
ness on  the  hare,  either.  Speed 
without  strategy  is  ultimately  a 
losing  formula. 


Especially  when  it  comes  to 
information  technology. 

At  Andersen  Consulting,  we 
help  companies  merge  disci- 
plined business  thinking  with 


technological  prowess. 
Because  these  days,  it  takes 
both  to  be  a  winner. 

And  that,  we  believe,  is  the 
moral  of  this  story. 


Andersen 
Consulting 

ARTHUR  ANDERSEN  &  CO.,  S.C. 


Where  we  go  from  here: 


For  better  or  for  worse,  they  don't  make  ll^^l^Z?i£'^ 
gold  diogers  the  way  they  used  to.  occasion,  the  couple  set  off  for  a  smaii 

<->  °°  J  J  country     parsonage     in     Maryland. 

There,  young  Hopkins  slipped  a  wed- 
ding ring— set  with  an  enormous  dia- 


Peggy  Hopkins 
Joyce,  Inc. 


By  David  Grafton 


In  1908  peggy  upton  ran  away 
from  home  in  Norfolk,  Va.  She 
was  15.  She  left  with  her  compan- 
ion, a  vaudeville  cyclist,  her  already 
powerful  beauty  and  50  cents. 

On  the  train  to  Denver  she  met  the 
first  of  her  six  husbands.  She  dumped 
the  cyclist  and  within  24  hours  Peggy 
Upton  became,  as  she  described  in  her 
diary,  Mrs.  Everett  Ar- 
cher, daughter-in-law  of 
the  "Borax  king"  and  wife 
of  the  heir  to  a  multi- 
million-dollar fortune. 

The  Borax  king  and  his 
wife  were  not  amused. 
Within  days  of  the  wed- 
ding, they  arranged  for  the 
young  Borax  prince's  mar- 
riage to  be  annulled  and 
sent  Peggy  (with  a  small 
stipend)  back  to  her  Nor- 
folk home.  Capitalizing 
on  the  stipend,  her  par- 
ents packed  their  preco- 
cious daughter  off  to  a 
Washington,  D.C.  board- 
ing school. 

A  year  spent  acquiring 
manners  and  deportment 
was  about  all  that  Peggy 
could  tolerate  among 
proper  young  ladies  who 
looked  upon  even  a  kiss  as 
shocking.  But  all  her  life 
Peggy  Upton  had  a  knack 
for  coming  out  ahead  in 
the  dreariest  situations. 
At  the  school  prom,  she 
attracted  the  attention  of 

slightly   older   guest — 


displayed  throughout  her  life,  she  was 
totally  honest  with  this  new  catch. 
She  explained  her  past  matrimonial 
adventure,  brief  though  it  was. 

Like  the  Borax  prince  before  him 
and  dozens  of  suitors  after  him,  Sher- 
burne Philbrick  Hopkins  quickly 
grasped  that  the  surest  way  to  Peggy 
Upton's  affections  was  by  showering 
her  with  costly  gifts.  He  squired  her 
almost  daily  to  Woodward  &.  Lothrop, 


Sherburne  Philbrick  Hop- 
kins, the  tall,  handsome 
son  of  a  wealthy  and 
prominent  Washington 
attorney.  Showing  a  trait 


Peggy  Hopkins  Joyce,  posed  for  I920's  drama 

The  demand  for  Peggy  far  exceeded  the  supply 


mond — onto  Peggy's  finger.  Thus  was 
begun  the  legend  of  Peggy  Hopkins 
Joyce,  "the-lady-of-the-diamonds. " 

"Sherby"  Hopkins  brought  his  new 
bride  home  to  mother,  who  decided  to 
like  her  and  immediately  set  about 
turning  her  new  daughter-in-law  into 
a  Washington  socialite.  Peggy  was  a 
quick  study.  Charming  as  well  as 
beautiful,  she  quickly  became  the 
belle  of  Washington  society. 

But  Peggy  grew  bored.  In  1917,  at 
24,  she  left  Sherby  and  headed  for 
New  York.  She  set  up  camp  in  her 
husband's  family's  suite  at  the  St.  Re- 
gis hotel.  Within  days  she  was  be- 
friended by  Fanny  Brice,  one  of  the 
great  stars  of  the  Ziegfeld  Follies.  Flo- 
renz  Ziegfeld  quickly  recognized  that 
Peggy,  with  her  blue  eyes,  blonde  hair, 
a  certain  apparent  innocence — and 
notoriety,  for  her  departure  from 
Sherby  had  played  big  in  the  gossip 
columns — would  be  the  perfect  addi- 
tion to  his  1917  production. 
Peggy  Hopkins  attracted  so  much 
press  attention  as  a  show- 
girl that  Ziegfeld  made 
her  one  of  the  stars  of  a 
new  revue,  Miss  1918.  She 
even  managed  a  turn  or 
two  in  the  legitimate  the- 
ater: Producer  Lee  Shubert 
starred  her  in  //  Pays  to  Flirt 
and  Sleepless  Night. 

In  1920  Ziegfeld  starred 
her  in  a  traveling  revue. 
Thus  she  arrived  in  Chica- 
go and  met,  as  her  diary 
happily  described  him, 
millionaire  lumberman  J. 
Stanley  Joyce.  For  the 
rather  shy  businessman  it 
was  love  at  first  sight. 
From  their  first  meeting 
he  began  sending  expen- 
sive gifts  to  the  still-mar- 
ried Peggy  Hopkins.  He 
followed  her  back  to  New 
York  and  set  her  up  with  a 
new  apartment,  a  chauf- 
feur-driven limousine,  de- 
partment store  charge  ac- 
counts, and  $50  fresh 
flower  bouquets  delivered 
daily.  And  he  financed 
Peggy's  divorce  from 
Sherby  Hopkins.  This  was 
not  a  simple  feat,  for 
young  Hopkins  gamely 
contested  the  divorce  de- 
spite more  than  three 
years  of  separation.  The 
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We  even  have  a  plan  if  your  building  gets  sick. 


How  safe  is  the  place  you  work?  Are  you  sure? 

Every  day,  500  chemists,  engineers,  biologists,  and  technicians 
who  work  for  Aetna  report  for  work  in  many  different  places.  Simply  to 
provide  scientific  answers  to  these  fundamental  questions. 

In  factories  and  plants,  they  search  for  ways  to  help  reduce  the  haz- 
ards that  come  with  the  job. 

At  construction  sites,  they  help  identify  unsafe  work  practices. 

And  in  office  buildings,  especially  the  newer  ones,  they're  on  the 
lookout  for  such  maladies  as  TBS:  Tight  Building  Syndrome.  A  condition 
that  can  occur  when  improper  building  ventilation  starts  causing  head- 
aches, dizziness,  and  breathing  difficulties. 

In  many  cases,  such  a  thorough  environmental  survey  is  required 
before  Aetna  will  write  the  policy.  But  our  customers  will  be  the  first  to 
tell  you  how  much  they  welcome  our  thoroughness.  Not  just  because 
safer  buildings  can  result  in  lower  insurance  premiums. 

But  because  our  customers  are  the  ones  who  have 
to  go  to  work  at  the  same  place  every  day. 

AETNA.  WE  GIVE  NEW  MEANING  TO  THE  WORD  DILIGENT. 


/Etna 


press  had  a  field  day. 

Awaiting  the  final  decree,  Peggy 
and  Joyce  met  in  Palm  Beach.  When 
the  divorce  finally  came  through,  the 
unattractive,  unpresuming,  overly 
generous  lumberman  convinced  Peg- 
gy to  marry  him. 

That  was  Peggy's  cue  to  begin  act- 
ing outrageously.  On  their  wedding 
night  she  locked  the  bathroom  door  of 
the  hotel's  bridal  suite  and  refused  to 
come  out  until  her  new  husband  put  a 
$500,000  check  under  the  door.  Fig- 
ures produced  later  at  their  divorce 
hearing  indicated  that  Joyce  spent  al- 
most $1,400,000  in  one  week  buying 
gifts  for  his  blonde  obsession,  includ- 
ing a  diamond  tiara.  There  was  also  a 
$250,000  mansion  in  Coconut  Grove, 
Fla.,  adjacent  to  the  estate  of  William 
Jennings  Bryan. 

Off  on  honeymoon  to  Paris — and 
disaster.  Peggy  began  flirting  with  the 
richest  man  in  Paris,  debonair  boule- 
vardier  Henri  Letellier.  Stanley  Joyce 
would  not  stand  for  this,  and  Peggy 
would  not  stand  for  his  objections.  In 
a  petulant  fit,  Peggy  even  smashed  a 
champagne  bottle  on  Joyce's  head, 
and  sent  him  to  the  hospital.  The 
groom  fled  Paris  and  Peggy  headed  for 
Rome  with  Letellier. 

Joyce  filed  for  divorce  in  Chicago. 
Peggy  countersued,  charging  the  lum- 
ber magnate  with  cruelty  and  deser- 
tion. Typical  of  Peggy,  she  played  to 
the  press,  and  before  the  sensational 
trial  was  over,  she  garnered  more  than 
4,000  articles  in  the  American  press 
alone.  In  the  end  Peggy  walked  away 
from  her  brief  marriage  to  Stanley 
Joyce  with  more  than  $2  million  in 
cash  and  personal  property.  She  was 
now  approaching  30. 

Waiting  in  the  wings  was  Earl  Car- 
roll, whose  Vanities  ("Through  These 
Portals  Pass  the  Most  Beautiful  Girls 
in  the  World")  were  creating  a  sensa- 
tion on  the  Broadway  scene,  with 
more  nudity  than  anyone  else  dared. 
Carroll  considered  Peggy  Hopkins 
Joyce,  then  returning  home  from  Eu- 
rope, the  perfect  choice  to  star  in  the 
Vanities  of  1923. 

The  astute  showman  cabled  the 
dazzling  courtesan.  Rather  than  wait 
for  her  liner  to  dock,  he  boarded  the 
tender  with  all  the  newsmen  and  pho- 
tographers. The  barrage  of  publicity 
that  Peggy's  arrival  created,  and  her 
negotiating  skills,  merely  vindicated 
Carroll's  selection.  She  turned  down 
the  opportunity  to  marry  Henri  Letel- 
lier and  signed  with  Carroll  for  more 
than  $5,000  per  week,  plus  a  percent- 
age of  the  gross  box  office  take. 

As  a  Vanities  star,  Peggy  began  to 
create  he  v.  legend.  The  fortune  in 
icwels,  whih,  it  was  said,  she  often 


wore  onstage,  made  her  hot  copy  from 
coast  to  coast.  Stage-door  Johnnys  by 
the  dozen  surrounded  the  theater, 
flowers  arrived  almost  hourly  and 
constant  offers  of  marriage  besieged 
Peggy  at  every  turn.  In  Cafe  Society 
and  the  Jazz  Age,  millionaires  and 
their  offspring  wanted  to  be  part  of 
glamorous  Broadway.  To  have  Peggy 
Hopkins  Joyce  on  one's  arm  was  to 
flaunt  one's  financial  or  sexual  prow- 
ess or  both,  not  only  on  the  spot  but 
also  next  day,  in  the  press.  Since  the 
demand  for  Peggy  far  exceeded  the 
supply,  the  bidding  started  high. 

During  the  run  of  the  1923  Vanities, 
Peggy  did  return,  if  only  briefly,  to  her 
old  pastime — marriage.  This  one  was 


■ 


Peggy  icith  a  1927 fiance" 
Diamonds  were  her  beat  friends. 


Count  Gosta  Morner,  a  minor  Swed- 
ish nobleman.  It  seemed  idyllic:  The 
tall  blond  count  was  her  idea  of  what 
a  perfect  lover  should  look  like.  He 
did,  however,  have  one  thing  against 
him:  He  was  penniless.  For  the  first 
time  the  miscalculation  was  Peggy's. 
She  cut  her  loss  fast.  This,  her  fourth 
marriage,  lasted  just  six  weeks. 

Otherwise,  business  was  terrific. 
According  to  a  member  in  good  stand- 
ing of  Cafe  Society  at  the  time,  Prince 
Christopher  of  Greece  escorted  Peggy 
in  Paris  and  Monte  Carlo — and  pre- 
sented her  with  a  priceless  heirloom 
diamond  necklace  said  to  be  part  of 
the  Greek  crown  jewels.  The  Mahara- 
ja of  Baroda  presented  her  with  a 
priceless  ruby  necklace  that  certainly 
was  part  of  the  state  jewels.  Railroad 
heir  Reggie  Vanderbilt  (father  of  Glo- 
ria Vanderbilt)  frequently  put  at  Peg- 
gy's disposal  a  railroad  car.  Averell 
Harriman,  another  railroad  magnate, 
also  escorted  her  often.  So  did  "mer- 


chant prince"  Hiram  Bloomingdale. 

At  one  point  Peggy  decided  she 
wanted  a  chateau  on  the  French  Rivi- 
era. King  Gustaf  of  Sweden  reportedly 
put  up  the  francs  ($80,000  in  1920 
U.S.  dollars)  for  the  purchase. 

But  no  admirer  matched  motor 
magnate  Walter  P.  Chrysler,  who  re- 
portedly gave  the  seductive  showgirl  a 
grand  total  of  $2  million  in  gems. 
Many  of  them  were  created  at  Ver- 
dura,  among  the  most  exclusive  jew- 
elers in  New  York.  Peggy  was  adept  at 
letting  jewelers  know  just  what  she 
wanted  when  a  paramour  was  footing 
the  bill:  One  memorable  trinket  she 
was  said  to  have  designed  and  worn 
frequently  was  a  series  of  diamond 
snakes  that  went  from  her  wrist  up  to 
her  elbow. 

The  Depression  seemed  not  to  have 
slowed  Peggy  at  all.  Nevertheless,  in 
the  late  summer  of  1932,  Peggy  an- 
nounced that  she  was  sailing  for  Eu- 
rope aboard  the  He  de  France  to  her 
fifth  marriage.  The  man  in  question 
was  Anthony  Easton,  known  to  histo- 
ry only  as  an  English  engineer.  Peggy 
told  shipboard  reporters  just  prior  to 
sailing,  "All  I  want  is  to  marry  and 
have  babies.  At  heart  I'm  a  simple 
girl."  This,  too,  made  front-page  copy 
for  the  next  morning's  newspapers. 
Again,  a  brief  marriage  and  she  was 
back  in  New  York  and  seen  in  places 
such  as  the  Stork  Club,  where  host 
Sherman  Billingsley  generally  seated 
Peggy  with  columnist  Walter  Win- 
chell  or  another  favored  journalist. 
When  she  dined  at  "21,"  it  was  like 
old  home  week — so  many  of  Peggy's 
past  paramours  populated  the  clubby 
dining  room. 

No  top-notch  Cafe  Society  party 
during  the  Forties  and  Fifties  was 
complete  in  Manhattan  without  the 
presence  of  a  bygone-era  glamour  girl 
or  two,  and  Peggy  Hopkins  Joyce  rare- 
ly disappointed:  She  never  wore  less 
than  $100,000  in  diamonds,  rubies  or 
emeralds.  Peggy  had  racked  up  an  in- 
credible collection  of  diamonds  and 
other  precious  gems. 

When  Life  magazine  published  its 
midcentury  edition  (Jan.  2,  1950),  Peg- 
gy Hopkins  Joyce  was  included  in  the 
list  of  the  most  important  women  of 
the  first  half  of  this  century,  along 
with  such  female  luminaries  as  Ethel 
Barrymore,  Carry  Nation,  Anita  Loos 
and  Aimee  Semple  McPherson.  In  the 
1950s  she  also  acquired  a  sixth,  and 
final,  husband,  a  retired  New  York 
banker  named  Andrew  C.  Meyer  (un- 
related to  the  Lazard  Freres  Meyer). 
But  in  the  Fifties  Peggy  developed 
throat  cancer.  She  died  in  June  1957, 
at  age  64,  reportedly  in  her  last  hus- 
band's arms.  ■ 
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You  don't  fit  the  mold. 
Why  should  your  watch? 


You  didn't  get  where  you  are  by  following  the  crowd. 
Neither  did  we. 

Here's  an  example:  the  Rado®  Anatom.  The  band  is 
formed  with  scratchproof  titanium  carbide  links,  interspersed 
with  18  kt.  gold. 

The  anatomically-designed  case  top  and  crystal  are 
scratchproof,  too.  The  result:  a  watch  that  won't  show  the 
passing  of  time.  But  will,  of  course,  measure  each  second  with 
the  precision  of  water-sealed  Swiss  quartz  technology. 
Available  for  men  and  women. 

For  free  color  brochure,  write  to  Rado  Watch  Company, 
Inc.,  35  East  21st  Street,  New  York,  NY  10010.     _^   _  w^k  _ 
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Perhaps  no  example  of  the  destructive  pow- 
ers of  debt  is  more  vivid  than  legendary 
wildcatter  Glenn  McCarthy. 

Self-made  and 
self-unmade 


By  Sandy  G.  Sheeny 


If  there  had  been  a  Forbes  Four 
Hundred  40  years  ago,  Houston 
oilman  Glenn  McCarthy  would 
have  been  on  it.  Somewhere  high  up. 
His  financial  statement  put  his  net 
worth  in  the  late  1940s  at  $212  mil- 
lion, according  to  Fred  Nahas,  then 
president  of  McCarthy's  radio  station. 
But  he  had  150  million  barrels  of  oil  in 
the  ground,  and  at  today's  prices  that 
alone  would  be  worth  nearly  $1  bil- 
lion. The  temperamental 
and  flamboyant  6-footer — 
who  reportedly  inspired 
the  character  Jett  Rink  in 
Edna  Ferber's  epic  Giant — 
also  owned  a  chemical 
plant,  a  natural  gas  pro- 
duction company,  a  radio 
station,  17  weekly  news- 
papers, the  South's  most 
opulent  hotel,  two  down- 
town Houston  office 
buildings  and  5,000  acres 
of  Houston  real  estate.  In 
addition  to  his  white-col- 
umned colonial  mansion 
on  a  15-acre  Houston  es- 
tate, he  had  an  18,000- 
acre  ranch  in  the  Texas 
hill  country  and  a  30,000- 
acre  spread  near  Alpine, 
Tex.  In  today's  terms, 
Glenn  McCarthy  would 
certainly  be  a  billionaire. 
Yet  when  he  died,  half- 
forgotten,  last  Dec.  26,  he 
had  managed  to  lose  most 
of  his  money  and  had  not 
been  really  rich  for  de- 
cades. In  the  end  the 
swaggering  Texan  became 
a  cautionary  talc  of  the  di- 
sasters leverage  can  bring. 
Even  McCarthy's  birth 
was  the  stuff  of  legend 


The  son  of  an  Irish  immigrant  driller, 
born  Christmas  Day  1907,  5  miles 
from  Spindletop,  Texas'  first  gusher, 
he  weighed  in  at  12%  pounds.  By  the 
age  of  8  Glenn  McCarthy  was  ferrying 
food  and  water  to  the  roustabouts  on 
the  rigs.  When  he  was  9  his  family 
moved  to  Houston,  where  he  earned 
pocket  money  delivering  the  Houston 
Post-Dispatch.  Along  his  paper  route, 
he  met  a  boy  a  few  years  his  senior, 
Howard  Hughes  Jr. 
McCarthy  worked  his  way  through 


Glenn  McCarthy  gambling  at  the  Shamrock  Hotel 
He  flipped  a  coin,  winning  $  1  million. 


most  of  college  at  odd  jobs.  At  23  he 
eloped  with  the  16-year-old  daughter 
of  a  Houston  oilman.  The  young 
bridegroom  took  over  two  lackluster 
Sinclair  filling  stations  near  down- 
town Houston.  By  hiring  top  mechan- 
ics and  paying  special  attention  to 
service,  he  turned  them  around.  With 
the  profits,  he  started  looking  for  oil, 
and  found  some  near  a  salt  dome 
southwest  of  Houston  at  Big  Creek. 

"I  had  no  money  to  pay  a  geologist," 
McCarthy  said  in  his  raspy  East  Texas 
twang  during  an  interview  with  this 
writer  in  1986,  one  of  the  last  of  his 
life,  "but  I'd  been  around  dome  oil- 
fields all  my  life.  It  was  not  strictly  an 
accident  that  I  discovered  oil." 

By  his  26th  birthday,  in  1933, 
Glenn  McCarthy  was  worth  $1.5  mil- 
lion. He  lost  it  all  in  a  dry  hole  in 
1934,  but  soon  made  more.  From  the 
time  he  turned  31,  he  was  a  multimil- 
lionaire. During  his  53-year  career, 
McCarthy  developed  14  new  oilfields, 
expanded  12  existing  ones,  and  sank 
over  1,000  wells. 

Once,  during  the  1930s,  he  was 
drilling  in  Palacios,  Tex.,  in  a  venture 
with  Sun  Oil  Co.  The  contract  speci- 
fied 9,000  feet,  but  the  company's  rep- 
resentative decided  to  take  over  and 
go  down  another  couple  of  hundred 
feet — to  get  a  better  look  at  the  rock 
formation.  Sunoco  hadn't 
drilled  a  hundred  feet  be- 
fore the  well  blew  out 
with  terrific  force.  By  the 
time  it  was  capped,  noth- 
ing was  left  of  McCarthy's 
brand-new  $1  million  rig 
but  the  boilers. 

Had  the  blowout  oc- 
curred during  that  first 
9,000  feet,  McCarthy 
would  have  had  to  absorb 
the  loss.  But  even  though 
it  didn't,  the  man  from 
Sunoco  balked  at  shelling 
out  the  money  to  replace 
the  rig.  After  an  hour  of 
arguing,  McCarthy  of- 
fered to  flip  a  coin  for  the 
$1  million.  "That  was  an- 
other piece  of  luck,"  said 
McCarthy  in  his  Houston 
office  in  1986,  pointing  to 
a  photo  on  his  wall  of  the 
oil-fueled  inferno.  "I 
threw  that  half-dollar  up 
in  the  air,  and  when  it  hit 
the  floor,  it  rolled  all 
around  with  everybody 
looking  at  it.  Finally,  it 
lay  down,  and  I'd  won." 

If  Glenn  McCarthy  had 
kept  his  focus  on  oil  and 
gas,  where  his  luck  and 
expertise  lay,  and  watched 
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his  financing,  he  might  well  have  ap- 
peared among  our  billionaires  before 
he  died.  But  at  the  close  of  World  War 
II,  fearing  Congress  was  about  "to 
hammer  on  the  oil  business  as  hard  as 
they  could,"  McCarthy,  not  yet  40 
and  already  one  of  the  richest  self- 
made  men  in  America,  began  diversi- 
fying with  a  vengeance — as  if  success 
in  the  oilfields  would  automatically 
breed  success  in  any  other  endeavor 
he  chose. 

Within  a  few  years  McCarthy  estab- 
lished the  Second  National  Bank.  He 
also  purchased  the  26-story  Shell 
Building,  one  of  the  tallest  structures 
in  downtown  Houston,  and  the  Post- 
Dispatch  Building — headquarters  of 
the  newspaper  he  had  delivered  as  a 
boy.  He  bought  the  Detroit  Steel  Co. 
and  built  a  chemical  plant  that  made 
gasoline  from  natural  gas.  He  started 
Houston's  third  radio  station,  and 
built  a  string  of  17  suburban  weekly 
newspapers. 

The  showiest  of  all  McCarthy's  en- 
trepreneurial feats  was  his  $21.5  mil- 
lion Shamrock  Hotel,  which  changed 
the  shape  of  Houston — literally  and 
figuratively.  Today  Houston  sprawls 
across  the  landscape,  covering  580 
square  miles.  But  in  1947  virtually  all 
the  city's  commercial  activity  was 
packed  into  a  square  mile  near  the 
banks  of  Buffalo  Bayou.  And  it  was 
controlled  by  developer  and  Houston 
Chronicle  publisher  Jesse  Jones  and  his 
cronies,  who  ran  the  city  from  suite 
8F  in  the  Lamar  Hotel. 

Bucking  this  downtown  establish- 
ment, McCarthy  bought  up  thou- 
sands of  acres  miles  to  the  south  and 
west,  and  set  the  Shamrock  5  miles 
south  in  an  area  so  quiet  he  had  to 
install  his  own  traffic  light. 

McCarthy's  Shamrock  opened  on 
St.  Patrick's  Day,  Mar.  17,  1949.  The 
green-roofed,  18-story  monument  to 
oil  and  opulence  boasted  the  world's 
largest  hotel  swimming  pool,  holding 
800,000  gallons  of  water.  In  the  base- 
ment was  a  special  disposal  facility 
that  chilled  the  garbage  before  loading 
it  onto  trucks.  Guests  registered  with 
custom-blended  green  ink.  The  grand 
opening  cost  $1.5  million — an  un- 
heard-of amount  of  money  for  such 
things  in  1949. 

Riding  high  on  the  national  atten- 
tion it  received,  the  Shamrock  be- 
came the  Texas  capital  of  glitz.  The 
place  to  be  was  the  Cork  Club, 
McCarthy's  private  nightclub.  Frank 
Sinatra,  Jimmy  Dorsey,  George  Burns, 
Rosemary  Clooney  and  other  big  stars 
playing  the  hotel's  Emerald  Room  re- 
laxed at  the  Cork  Club  between  sets. 
But  the  star  attraction  was  McCarthy 
himself.  On  particularly  lively  eve- 


JR  Canon 

&  til 

t                                       m 
\^F         ma*- 

i 

McCarthy  four  years  before  his  death 
The  inspiration/or  Giant. 

nings,  McCarthy,  a  heroic  drinker  and 
partier,  would  jump  into  the  pool, 
sometimes  fully  clothed,  sometimes 
in  his  boxer  shorts. 

Perhaps  McCarthy's  most  critical 
error  was  assuming  that  the  brash, 
gutsy,  aggressive,  lone-wolf  operating 
style  that  worked  in  oil  would  work 
in  all  other  ventures.  In  wildcatting, 
quality  control  is  simple:  Within  a 
given  geographic  region,  oil  is  oil.  Bet- 
ter drilling  practices  might  produce 
more  oil — they  won't  produce  better 
oil.  Oil  drilling  cost  control  is  almost 
as  straightforward:  You  keep  your 
fixed  expenses  down  and  rely  on  your 
luck.  Even  as  king  of  the  wildcatters, 
he  seldom  had  more  than  seven  peo- 
ple on  his  payroll. 

Newspapers  didn't  work  that  way. 
Although  McCarthy  built  his  weekly 
newspapers  to  140,000  circulation 
and  fattened  them  with  ads,  he  failed 
to  get  his  production  costs  under  con- 
trol. That  is  where  the  debt  problems 
began.  He  borrowed  heavily  to  subsi- 
dize the  papers;  when  they  continued 
to  lose  money,  he  continued  to  bor- 
row. Ultimately  he  was  forced  to  for- 
feit his  stock  in  Second  National 
Bank,  which  he'd  put  up  as  collateral 
on  the  loans. 

For  about  five  years  McCarthy's  oil 
ventures  supported  it  all.  But  in  the 
early  1950s  oil  was  only  around  $2.50 
a  barrel,  and  there  was  a  limit  to  the 
losses  McCarthy's  oil  cash  flows 
could  subsidize. 

By  1954  McCarthy  was  seriously 
overextended.  Everything  was  going 
wrong.  After  he  spent  nearly  $12  mil- 
lion building  his  chemical  plant,  he 
realized  that  it  would  cost  more  to 
make  a  gallon  of  gasoline  than  he 


could  get  for  it.  The  city  of  Houston 
turned  down  his  offer  of  4,000  of  his 
5,000  southwest  Houston  acres  for  a 
municipal  airport  at  cost — $254  an 
acre.  (He'd  planned  to  make  his  profit 
developing  the  surrounding  1,000 
acres.)  And  he  owed  the  Equitable  Life 
Insurance  Co.  $54  million  at  4% — 
$2.8  million  in  annual  interest.  As 
collateral,  he'd  put  up  his  Houston 
commercial  real  estate,  including  the 
Shamrock.  He  lost  it  all. 

In  1955  McCarthy  went  to  South 
America,  where  he  cut  a  deal  with 
Juan  Peron  to  develop  Argentina's  oil 
reserves.  He  expected  that  agreement 
to  put  $280  million  in  his  pocket.  But 
the  arrangement  fell  apart  when  the 
dictator  was  ousted  months  later.  Bo- 
livia granted  him  a  970,000-acre  lease 
in  Los  Monos — an  area  of  southeast- 
ern Bolivia  said  to  be  so  rich  in  oil  that 
raw  crude  seeped  out  of  the  ground. 
Los  Monos  could  have  made  Bolivia  a 
wealthy  nation  and  restored 
McCarthy's  guttering  fortunes.  Un- 
fortunately, the  field  was  about  1,500 
miles  by  narrow-gauge  railway  (there 
was  no  pipeline)  from  the  nearest 
port,  Buenos  Aires.  McCarthy 
couldn't  solve  the  transportation 
problems,  and  sold  out  of  Bolivia  in 
the  mid-1960s.  In  later  years  McCar- 
thy mainly  confined  his  oil  explora- 
tion to  the  old  fields  he'd  developed 
along  the  Texas  Gulf  Coast,  using  a 
small  crew  to  sink  wells  that  were 
certain  producers. 

In  some  ways  it  was  the  demise  of 
his  landmark  hotel  that  stung  Glenn 
McCarthy  most.  In  December  1985 
the  nearby  Texas  Medical  Center 
bought  the  Shamrock  and  announced 
plans  to  level  it.  On  Sunday,  Mar.  16, 
1986 — the  day  before  the  last  of  the 
Shamrock's  annual  St.  Patrick's  Day 
parties — an  eclectic  cadre  of  protes- 
tors marched  around  the  famous  ho- 
tel. Glenn  McCarthy  joined  them 
wearing  a  green  felt  bowler  hat  and 
carrying  a  shillelagh  he  had  brought 
back  from  County  Cork  in  1950. 

On  Dec.  26,  1988,  a  day  after  his 
81st  birthday  and  a  little  more  than  a 
year  after  the  last  wall  of  the  Sham- 
rock crumbled  under  the  wrecking 
ball,  Glenn  McCarthy,  lucid  and 
feisty  to  the  end,  died  of  kidney  fail- 
ure. He  was  buried  in  Glenwood  Cem- 
etery, only  a  few  steps  from  his  boy- 
hood friend,  Howard  Hughes. 

"He  was  the  same  person  as  he  al- 
ways was,"  reported  his  granddaugh- 
ter and  executrix,  Christi  Beard,  affec- 
tionately. "He  was  still  stubborn,  and 
he  was  still  mean."  And  he  left  behind 
a  sober  warning  of  how  debt  can  bring 
even  the  smartest  and  toughest  entre- 
preneurs to  their  knees.  ■ 
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It  takes  an  Astra 
to  beat  an  Astra. 


Meet  the  new  Astra  SP. 
Meet  special  performance. 


eet  the  new 
standard  in 
t  businessjet 
design.  With  more  per-   M I 
formance.  technology, 
comfort  and  value:         »' 
the  incredible  new 
Astra  SP. 

New  aerodynamic 
and  configuration 
improvements  provide 
superior  hot  day,  high       / 
altitude  takeoff  per- 
formance. For  exam- 
ple, on  a  hot  (ISA  + 
23°  C)  day.  Astra  SP  is 
the  only  mid-size  busi- 
nessjet capable  of 

flying  from  Mexico  City  to  New  York  with 
four  passengers  and  N BAA/I FR  fuel 
reserves.  What's  more,  when  compared 
with  published  B/CA  Handbook  data, 
Astra  SP  has  the  fastest  time  of  any 
businessjet  for  a  1 ,000-mile  trip.*  Now 
that's  special  performance! 

And  we're  the  only  midsize  aircraft 
offering  the  combination  of  advanced  sym- 
bology  and  sophisticated  all-digital  avionics 
as  standard  equipment.  Including  a  five- 
tube,  six-inch  EFIS;  communications/naviga- 
tion equipment;  and  new  autopilot  with 
AHRS  inputs  for  unsurpassed  flight  control. 
The  flight  crew  gets  more  accurate  infor- 
mation faster,  for  a  smoother,  safer  ride. 

*  Based  on  1 989  Business  and  Commercial  Aviation  Handbook 


/ 
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Astra  SP  over  the  White  Cliffs  of  Dover. 
From  here,  Rio  de  Janeiro  can  be 
reached  in  one  stop,  via  Cape  Verde. 


Our  all-new  interior 
was  created  by  apply- 
/  ing  the  advanced  tech- 

f         niques  of  computer 
aided  design  to  the 
science  of  human  engi- 
neering. There's  even 
an  optional  seat  with 
unique  universally 
adjustable  arm  and 
headrests  that  con- 
form to  individual 
proportions  to  help 
reduce  fatigue  on  long- 
distance flights.  The 
result:  a  spacious,  com- 
fortable environment 
that's  in  keeping 
with  the  aircraft's  extraordinary  global 
capabilities. 

In  your  highly  charged  business  world, 
Astra  SP  will  give  you  a  level  of  perform- 
ance and  pure  value  that  cannot  be 
equalled  by  any  other  businessjet. 

For  more  details,  send  us  the  coupon 
below.  Or  call  our  President,  Roy  Bergstrom, 
at  (609)  987-1 125.  And  meet  the  new 
standard  in  businessjet  design. 


Roy  E.  Bergstrom,  President  FB 

ASTRA  JET  CORPORATION 
4  Independence  Way 
Princeton,  NJ  08540 

I'm  ready  to  meet  the  new  standard  in  business  jet  design. 
D  Please  send  me  complete  information. 
D  Contact  me  to  arrange  a  demonstration. 
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Leadership... by  design 


The  motto  of  Paris'  haute  couture  industry 
might  be:  Lose  money  on  every  item  but 
make  it  up  on  the  publicity. 

Lace  at 
$300  a  yard 


By  Richard  C.  Mora  is 


I  know  people  keep  saying  how 
frivolous  this  all  is,"  says  Anne 
Bass,  the  well-compensated  ($275 
million!  former  wife  of  Sid  Bass.  She  is 
talking  of  Paris'  haute  couture  scene. 
"But  for  a  serious  person  it  saves  time. 
You  get  exactly  what  you  like,  and 
don't  spend  frustrating  hours  in  stores 
trying  to  find  the  right  dress." 

Anne  Bass  is  one  of  about  3,000 
women  worldwide  who  can  still  af- 
ford to  buy  couture  fashions.  Perhaps 
you  saw  the  picture  of  her  last  sum- 
mer at  the  American  Friends  of  the 
Paris  Opera  &  Ballet's  production  of 
Atys  at  the  Brooklyn  Academy  of  Mu- 
sic (a  favorite  charity).  Atys  was  origi- 
nally commissioned  by  Lou- 
is XIV,  and  naturally  Bass 
had  to  wear  something 
French  at  the  opening.  She 
chose  Carthagene,  a  rich, 
Persian-blue  jacket 

trimmed  with  passemen- 
terie of  gold  braid.  Last  Jan- 
uary Bass  had  seen  Cartha- 
gene as  model  number  25  on 
the  runway  at  Christian  La- 
croix'  exclusive  haute  cou- 
ture collection  in  a  salon 
that  was  filled  with  paparaz- 
zi and  papier-mache  palm 
trees,  and  bought  it. 

And  the  price?  "I  don't 
want  to  talk  about  how 
much  it  costs,"  Bass  replies, 
her  voice  trembling  a  little. 
"It's  one  of  those  things. 
When  I  saw  the  price  I  had 
to  gag.  But  I  just  fell  in  love 
with  it." 

A  price  of  $50,000  for 
Carthagene  is  not  a  bad 
guess.  But  before  yon  gag, 
consider  this-  Lacroix  proba- 
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bly  lost  money,  or  at  best  covered  his 
costs,  on  the  garment.  Ditto  for  the 
rest  of  Paris'  couturiers. 

Jacques  Mouclier  is  president  of  the 
Federation  Franchise  de  la  Couture. 
Mouclier  says  the  22  bona  fide  cou- 
ture houses  of  Paris  collectively  spend 
about  $50  million  producing  haute 
couture  collections  twice  a  year.  Cli- 
ents buy  about  $48  million  worth  of 
garments.  But  if  you  add  in  the  year- 
round  salon  overhead — including  the 
minimum  20  full-time  employees  the 
houses  are  required  by  association 
rules  to  carry — the  couturiers  as  a 
group  actually  lose  about  $18  million 
a  year  on  this  old-world  business,  says 
Mouclier. 
Why  do  it?  When  they're  asked 
about  money,  the  coutur- 
iers' lips  tend  to  pucker. 
Their  voices  rise  with  dis- 
taste. They  will  tell  you 
couture  is  the  "laboratory  of 
ideas"  from  which  the 
ready-to-wear  fashion 

trends  are  then  developed. 

That  is  misleading.  Cou- 
ture is  really  about  market- 
ing, pure  and  simple.  It  pro- 
duces the  elitist  image  that 
is  essential  for  marketing 
the  22  houses'  multibillion- 
dollar  ready-to-wear  and 
perfume  empires.  Says  Lor- 
enzo Trossarclli,  a  director 
ft  Turin-based  Gruppo  gft, 
the  savvy  ready-to-wear 
backers  of  Valentino  and 
Ungaro:  "There  is  no  real 
commercial  or  retailing  pur- 
pose tor  the  haute  couture 
shows.  It  is  strictly  geared 
to  attracting  the  wealthy 
clientele  and  press."  It 
works  like  this: 
The  Anne  Basses,  rubbing 


up  against  the  breathtaking  clothes  of 
the  couturiers,  help  draw  about  800 
journalists  and  100  photographers 
twice  a  year  to  the  Paris  collections. 
This  generates  some  4,000  pages  of 
editorial  copy  a  year  in  the  right  kind 
of  ritzy  press. 

At  January's  collection,  Princess 
Caroline  looked  gorgeous  at  Chanel. 
Ann  Getty  was  snapped  chatting  at 
Christian  Dior.  Marie-Helene  Roth- 
schild (wife  of  Baron  Guy  de  Roth- 
schild) looked  pensive  at  Lacroix.  Be- 
sides Anne  Bass,  other  wealthy  Amer- 
icans included  Nan  Kempner,  always 
available  to  photographers;  Judy  (Mrs. 
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(From  left)  Baroness  Lambert,  Nan  Kempner,  Countess  d'Ornano  and  Anne  Bass  at  Ungaro  collection  last  January 
The  secret  is  tucked  away  in  ateliers  in  Paris'  unfashionable  arrondissements. 


Alfred  A.)  Taubman,  acting  the  ice 
queen;  and.  Susan  Gutfreund,  whose 
profile  is  higher  in  Paris  these  days 
than  in  New  York. 

Add  it  all  up,  and  the  January  and 
July  collections  result  in  the  equiva- 
lent of  around  $60  million  worth  of 
print  advertising.  Include  television, 
and  the  total  figure  is  significantly 
higher. 

Are  you  wondering  how,  at  prices 
from  $10,000  to  $100,000  a  dress,  cou- 
ture clothes  can  lose  money?  The  an- 
swer is  tucked  away  in  tiny  ateliers  in 
the  17th-century  carriage  houses  of 
Paris'    less    fashionable    arrondisse- 


ments. Simply  put,  there  is  almost  no 
realistic  way  that  most  of  these  cou- 
ture garments  can  be  priced  high 
enough  to  recoup  the  thousands  of 
human  work-hours  that  go  into  their 
finely  wrought  construction. 

To  use  construction  language,  the 
couturier  is  the  general  contractor  for 
handmade  garments.  He  is,  however, 
utterly  dependent  on  an  army  of  sub- 
contractors to  get  the  work  done.  It's 
the  couturiers'  dirty  little  secret  that 
many  of  the  gowns  are  actually  made 
outside  in  these  small,  specialized 
family  businesses.  It's  not  unlike  the 
Swiss  watch  industry,  in  which  one 


atelier  will  produce  the  dials,  another 
the  mainsprings,  a  third  the  bracelets 
and  so  on  for  several  different  name- 
brand  assemblers. 

Take  embroidery.  A  simple  black 
crepe  evening  gown  can  be  complete- 
ly transformed  by  elaborate  embroi- 
deries of  mussels,  precious  stones, 
junkyard  trash,  rare  woods  and  mink. 
Francois  Lesage  is  the  king  of  embroi- 
dery. His  65-year-old  company  has  80 
employees,  and  earns  around  15% 
pretax  on  $5.3  million  in  sales. 

Some  three  months  before  last  Jan- 
uary's collections,  Lesage  put  togeth- 
er 200  samples  of  his  newest  designs, 
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Photographs  by  Julio  Donoso/Sygma 


Claude  Coudray,  director  of  Marescot-Riechers 

In  one  dress,  $3,600  of  hand-embroidered  lace. 


Andre  Lemarie  with  feather  boas  and  flowers 
Charging  by  the  minute. 


some  at  the  suggestion  of  the  design- 
ers, at  a  cost  to  him  of  about  $300,000. 
The  couturiers  then  chose  what  they 
wanted  for  their  January  collection; 
for  Lesage  this  meant  some  $800,000 
in  orders.  Reorder  business,  of  course, 
came  with  the  January  show,  when 
the  clients  ordered  their  dresses.  This 
brought  in  an  additional  $900,000  to 
the  house.  The  process  is  repeated  in 
July,  to  which  is  added  nearly  $2  mil- 
lion annually  from  ready-to-wear  and 
accessories  sales. 

Another  embroiderer,  Jean-Guy 
Vermont,  says  he  does  about  $1.5  mil- 
lion in  sales  with  20  employees,  and 
has  $450,000  tied  up  in  bead  and  ban- 
gle inventory.  This,  too,  is  a  highly 
labor-intensive  business.  In  his  back 
room  Vermont's  embroiderers  stitch 


the  silver  beads  and  sequins  on  chif- 
fon stretched  over  wooden  frames. 
One  such  gown,  for  Ungaro,  had  near- 
ly 1,000  hours  of  work;  Vermont  sent 
Ungaro  a  $60,000  bill. 

What's  the  markup  to  the  client? 
"It's  not  that  much  on  expensive  em- 
broideries," says  Vermont.  An  em- 
broidered dress  that  cost  the  couturi- 
er, say,  $15,000  probably  will  be  sold 
for  around  $22,000— a  50%  markup, 
not  enough,  in  most  cases,  to  cover 
things  like  rent  on  the  Faubourg 
Saint-Honore  or  elsewhere  off  the 
Champs-Elysees,  and  the  throngs  of 
attendants  and  garment  workers  that 
compose  the  bulk  of  the  couturier's 
overhead. 

Almost  everything  that  a  couturier 
uses  comes  from  this  tight  web  of 


Parisian  ateliers.  Belts  and  buttons? 
The  company  Rene  le  Marchand  is 
owned  by  Jacques  Elophe,  and  regular- 
ly produces  some  200  new  button  de- 
signs to  show  couturiers  before  each 
new  collection. 

"Buttons  are  my  children,"  says 
Elophe,  surrounded  by  a  bank  of  shoe 
boxes  stuffed  with  buttons  in  every- 
thing from  bull  horn  to  a  plastic-like 
material  made  from  milk.  He  does 
only  about  $150,000  in  haute  couture 
business  but  benefits  as  a  half-owner 
of  a  factory  that  sells  $2.2  million  in 
ready-to-wear  buttons. 

Elophe  explains  the  importance  of 
couture  with  an  example.  He  had  a 
simple  gold-colored  button  that  sat  on 
his  shelf  for  six  years.  In  a  recent  show 
Yves  St.  Laurent  ordered  nine  of  them 
for  a  haute  couture  outfit,  and  Elophe 
charged  him  $9  a  button.  It  was  like 
hitting  the  lottery.  Other  clothing 
manufacturers  saw  the  button  at  ysl's 
couture  collection  and  started  order- 
ing it.  And  then  Yves  St.  Laurent  used 
it  in  his  ready-to-wear  line.  For  these 
large  orders  of  thousands  of  buttons, 
Elophe  dropped  the  price  to  $1.70  a 
button. 

"I  had  this  button  for  about  six 
years,"  laughs  Elophe.  "Nobody 
wanted  it.  St.  Laurent  used  this  but- 
ton the  other  season  and  now  every- 
body wants  it.  That's  why  the  publici- 
ty of  the  couture  collections  is  so  im- 
portant to  us." 

Or  consider  fabrics.  Shantung  and 
chiffon  and  mohair  and  wool  come 
from  all  corners  of  the  globe.  The  best 
treated  silks,  however,  often  come 
from  Abraham  A.G.,  a  Zurich-based 
company  with  $40  million  in  sales 
from  converting  basic  silks  into  luxu- 
riously finished  designs. 

Lace?  Paris'  Marescot-Riechers 
once  supplied  the  czars  with  lace,  and 
now  grosses  around  $12  million  a  year 
selling  to  the  couturiers  and  ready-to- 
wear  designers.  In  a  plant  near  Calais 
large  looms  read  the  lace  pattern  on  a 
punch  card — much  like  inputting  in 
an  old  computer — to  make  the  cheap- 
est lace  of  $18  a  meter.  A  black  grand 
lace,  meanwhile,  embroidered  by 
hand  with  little  green  flowers,  can 
cost  as  much  as  $300  a  meter.  A  cou- 
turier could  use  12  meters,  or  $3,600 
worth  of  lace,  in  one  haute  gown. 
Marescot-Riechers  is  a  nice  little  fam- 
ily business  that  probably  nets 
$600,000  or  so  a  year. 

Artificial  feathers  and  flowers  that 
adorn  couture  clothes  are  often  pro- 
duced at  the  house  of  Andre  Lemarie, 
a  creaking  old  atelier  with  polished 
floors  near  Paris'  porno  district  in  the 
10th  arrondissement.  Here  feathers  of 
every  possible  fowl  are  neatly  labeled 
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A  sound  bank 

can  help  you  find  the 

safest  path. 
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No  matter  how  lofty  the  financial  heights  you 
wish  to  scale,  it  pays  to  have  partners  with  their 
feet  on  the  ground. 

Which  is  why  we  draw  your  attention  to  the 
high  liquidity  and  abundant  financial  resources 
of  Republic  National  Bank. 

An  extremely  reassuring  consideration  for 
those  whose  assets  exceed  the  limits  of  federal 
deposit  insurance. 

This  strength  is  in  keeping  with  the  more 
than  century-old  conservative,  risk-averse  tradi- 
tions of  the  Safra  banking  family.  They  give  us 
the  stability,  that  may  be  what  prompted 


McCarthy,  Crisanti  and  Maffei,  a  unit  of  Xerox 
Corporation,  to  rank  Republic  as  the  strongest 
institution  financially  of  the  568  banks  whose 
regulatory  records  they  study  every  quarter. 

And  as  any  experienced  climber  will  tell  you, 
safety  is  paramount. 

REPUBLIC 

NATIONAL  BANK 

OF  NEW  YORK 


A  SAFRA  BANK 
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GUERNSEY -LONDON -LUGANO -LUXEMBOURG -MILAN -MONTE  CARLO -PARIS -HONG  KONG -SINGAPORE -TAIPEI -TOKYO 


The  first  $100  million 
is  die  hardest. 


The  Dana  Point  Resort. 

A  350-room  luxury  hotel  one  cove  south  of 
Laguna  Niguel,  Southern  California. 

We  just  sold  our  Dana  Point  Resort. 
We  made  a  nice  profit. That's  good  for 
us.  Better  for  you.  Because  we  now  have 
some  serious  money  to  invest.  We  own 
five  hotel  properties  in  the  West.  Now 
we're  looking  for  first  class  hotels  or 
resorts,  200  rooms  or  more,  throughout 
the  U.S. 

So  if  you  want  to  talk  to  two  people 
who  know  what  they  want  and 
who  don't  have  to  run  it  through  a 
committee  or  board  of  directors, 
give  us  a  call.  $100  million  here, 
$100  million  there,  it  all  adds  up. 


Ed  ^    £ 

Slatkin 


THE  EDWARD  THOMAS  COMPANIES 

9301 WILSHIRE  BLVD.,  SUITE 410,  BEVERLY  HILLS,  CA  90210  ♦  (213)  859-9366 
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in  clear  plastic  drawers.  Stitching  up 
some  $1.4  million  in  sales,  Lemarie 
earns  a  healthy  $200,000  or  so  a  year 
from  his  labors — about  what  Anne 
Bass  might  earn  in  half  a  week  on  her 
money. 

How  does  he  charge  for  the  precious 
little  flowers  that  adorn  a  sleeve?  "By 
the  minute,"  says  Lemarie,  whose  fee 
works  out  to  $1.25  a  minute. 

Last  January  a  mannequin  at  Yves 
St.  Laurent  slinked  down  the  runway 
in  a  red  silk  cape  showered  with  tiny 
blue  flowers.  Before  the  show,  ysl  had 
sent  the  cape  to  Lemarie  to  be  flow- 
ered. Lemarie  spent  several  hundred 
hours  making  the  tiny  flowers  and 
then  embroidering  them  on  the  cape. 
Lemarie's  work  on  the  cape  alone  cost 
Yves  St.  Laurent  $25,000. 

"It  is  much  more  comfortable  to  be 
under  an  umbrella,  particularly  when 
the  umbrella  is  called  St.  Laurent,  Gi- 
venchy  or  Nina  Ricci,"  says  Lemarie. 

There  are  still  several  milliners 
thriving  in  Paris,  but  few  as  colorful 
as  Jean  Barthet.  Barthet  has  a  perma- 
nent tan,  dyes  his  hair,  and  tells  ev- 
eryone he's  in  his  50s  even  though  he 
is  suspected  to  be  in  his  70s.  A  cus- 
tom-made lady's  hat  he  "wholesales" 
to  the  couturiers  for  $300  can  be 
bought  "retail"  at  his  shop  near  the 
Paris  Opera  for  around  $650.  His  hats 
are  made  through  a  time-consuming 
process  of  stretching,  shaping,  cut- 
ting, baking  and  spraying. 

When  we  showed  up  at  Barthet's 
15-person  atelier,  crammed  with  ev- 
erything from  fedoras  for  grouse 
shooting  to  red  straw  tramp  hats,  the 
elegant  Sehora  Paloma  de  Botin  was 
there  buying  hats  for  her  daughter's 
wedding.  (The  billionaire  Botin  fam- 
ily are  behind  Spain's  Banco  Santan- 
der.)  Also  there  was  Marion  Hill,  a 
self-confessed  hat  and  shoe  fetishist 
who  married  old  railroad  money  (she 
says  she  owns  128  pairs  of  shoes). 

Barthet  is  famous  for  keeping  every- 
one waiting  hours,  fussing  forever 
over  a  millimeter  move  in  a  hat  fold. 
"Sophia  Loren  has  had  to  bail  his  busi- 
ness out  a  couple  of  times,"  whispers 
Marion  Hill;  true  or  not,  it  adds  to  the 
milliner's  legend. 

And  that's  why  Barthet  and  the  rest 
of  the  couture  has  survived — through 
publicity,  publicity  and  more  publici- 
ty. It  keeps  the  couture  wheel  spin- 
ning. Barthet  has  even  mastered  a 
guerrilla  warfare  approach  to  the 
press.  He'll  interrupt  his  interview 
with  a  journalist  to  start  screaming  at 
his  employees  about  finishing  the  hat 
for  the  queen  of  Jordan  or  some  such. 
The  screaming  is  in  fact  a  charade  for 
the  reporter's  benefit;  the  hat  was  ac- 
tually completed  a  month  earlier. 


: 


Embroiderer  Jean-Guy  Vermont 

For  one  gown,  Vermont  sent  Vnga.ro  a  $60,000  bill. 


Milliner  Jean  Barthet 
Publicity,  publicity,  publicity. 


Barthet  is  also  adept  at  carefully 
scheduling  clients  and  press  together, 
so  the  impression  of  a  revolving  door 
of  celebrities  is  created.  He  can  be 
outrageous.  When  he  learned  that 
Forbes  was  interviewing  the  embroi- 
derer Francois  Lesage  after  him,  he 
tried  to  waylay  us,  offering  to  call  up 
Lesage  and  say  we  were  sick. 

Barthet's  gambits  were  on  our 
mind  when  collection  day  arrived. 
Everyone  denies  that  commercial 
and  social  climbing  ambitions  seethe 
just  below  the  surface  of  the  rarefied 
couture  world,  but  that's  rubbish. 
Some  of  the  wealthy  clients  act  like 
English  soccer  hooligans  in  high- 
heeled  Valentinos.  They  do  battle 
with  brittle,  tobacco-stained  fashion 
journalists,    shaking    with    caffeine. 


But  worst  are  the  T-shirt-wearing  pa- 
parazzi armed  with  2-foot-long 
lenses.  If  you  sit  in  front  of  them 
these  animals  bang  you  on  the  side 
of  the  head  with  their  lenses  and 
then  scream  at  you  to  get  out  of  the 
way.  It  can  get  rough.  At  the  Chanel 
show  in  January  beefy  guards  dragged 
two  unwanted  photographers  kicking 
and  yelling  through  the  lobby  of  the 
Theatre  des  Champs-Elysees. 

Was  it  staged,  a  la  Barthet,  for  the 
publicity  value?  Probably  not,  but  one 
never  knows.  But  that's  the  couture 
world.  And  it  does  produce  for  Anne 
Bass  and  its  other  patrons  garments 
that  are  as  breathtaking  as  a  great 
painting,  even  to  the  untrained  eye — 
and  even  if  the  dresses  themselves 
don't  make  money.  ■ 
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YOU  HAVE  A  NATURAL 

UNCONSCIOUS  RHYTHM 

WHEN  YOU  DRIVE 


There  are  natural  patterns  to  driving... a  com- 
bination of  intentional  and  unintentional 
movements  as  you  settle  in  behind  the  steer- 
ing wheel,  accelerate  and  reach  cruising 
speed. 

The  way  you  hold  your  head,  the  way  you 
position  yourself  in  the  seat,  the  pressure  you 
apply  to  the  gas  pedal,  the  way  you  hold  the 
wheel,  the  way  you  reach  to  the  radio  — com- 
prise the  unconscious  rhythms  of  driving. 

These  rhythms  are  what  Japanese  designers 
at  Infiniti  took  as  their  cues  to  build  a  line  of 
new  luxury  cars  that  would  respond  naturally 
to  the  driver. 

Let's  look  at  two  examples  of  an  Infiniti  con- 
cept called  unification  of  car  and  driver. 

The  driver's  compartment. 

The  steering. 

The  driver's  compartment  is  insulated  to 
provide  a  tranquil,  safe  feeling  behind  the 
wheel.  What  creates  this  pleasant  feeling  isn't 


the  noise-deadening  character  of  a  sound 
room,  but  an  atmosphere  where  the  exciting 
sounds  of  acceleration  and  exhaust  are  audi- 
ble while  noise  peaks  and  other  unpleasant 
sounds  are  eliminated. 

The  steering  response  is  very  crisp  yet  retains 
a  suppleness  to  avoid  the  need  for  constant 
small  steering  corrections.  Thus,  there's  an 
easy  marriage  between  the  will  of  the  driver 
and  the  ability  of  the  car. 

These  examples  are  part  of  an  overall  theme  — 
the  focus  of  which  is  not  luxury  ornamenta- 
tion, but  on  answering  the  natural,  often  unex- 
pressed, needs  of  the  driver. 

This  is  the  type  of  thinking  which  makes  the 
driver,  ultimately,  more  important  than  the 
car  itself. 

And  which,  ironically,  may  make  an  Infiniti  the 
most  'luxurious'  car  of  them  all. 

For  more  information  or  for  the  name  of  the 
Infiniti  dealer  nearest  you,  call  1-800-826-6500. 

Thank  you. 


\j 
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If  you  want  to  make  your  heirs  miserable,  follow  the  Dodge 
brothers'  example:  Leave  them  lots  of  income,  limited  control  over 
the  principal  and  no  appreciation  for  the  source  of  the  wealth. 


By  Caroline  Latham 


"Where's 
Mommy?" 


Detroit's  Dodge  family  lived  the  American  dream 
and  thereby  learned  the  horrors  of  wealth.  The  vast 
fortune  that  two  brothers  labored  to  build  had  the 
unforeseen  result  of  sinking  their  heirs  under  its  burden. 
The  story  began  in  the  19th  century  with  two  red- 
headed brothers  in  Niles,  Mich.  "We  were  the  poorest 
little  urchins  ever  born,"  ex- 
claimed John  Dodge  years  later, 
and  his  silent  shadow  and  youn- 
ger brother  Horace  agreed.  The 
boys  put  in  long  hours  after 
school  helping  their  father  re- 
build marine  engines  in  his  small 
machine  shop.  When  the  Dodge 
family  moved  to  Detroit  in  1886, 


■  Married 
Offspring 


Ivy  Hawkins 

1864-1901 


William  Gray 


m    ISMS 


Winifred  Dodge 

1894- 1980 


Winifred  Gray 

Born  1918 


Suzanne  Gray 

Born  1920 


Wesson  Seyburn 

Died  1962 


1922 


Edith  Seyburn 

Born  1924 


Isabel  Seyburn 
Bom  1925 


Isabel  Cleves  Dodge 

1896  1962 


m  1921 


George  Sloane 


Mary  Ann  Dodge 

Born  1921 


Alfred  Wilson 
Died  1962 


m   192S 


m   1907 


Matilda  Rausch 

18831967 


Anna  Margaret  Dodge 
1919  1924 


Annie  taurine  MacDonald 


m    19.™ 


Daniel  George  Dodge 
1917  1938 


Isabelle  Smith 
1871? 


} 


lames  Johnson 


m.  1938 


ludith  lohnsim 
Born  1941 


Frances  Matilda  Dodge 

1914-1971 


¥ 


m    1948 


Frederick  Van  Lennep 

Died  1987 


Fredricka  Van  Lennep 

Born  1951 


lohn  F.  Van  Lennep 

Born  1952 
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John  and  Horace  found  jobs  laboring  in  a  boiler  factory. 
Then  Horace,  a  gifted  mechanic,  created  a  dirt-proof  ball 
bearing  at  his  home  workbench,  and  John  procured  the 
financial  backing  for  a  company  to  manufacture  the  first 
Dodge  vehicle — a  bicycle  featuring  the  new  ball  bearing. 

The  modest  profits  of  that  venture  allowed  the  Dodge 
brothers  to  open  a  machine  shop  in  1901.  Two  years  later 
the  Dodge  brothers  met  Henry  Ford  and  contracted  to 
manufacture  the  entire  car,  initially  sold  under  the  Ford 
emblem,  with  the  exception  of  the  rubber  tires  and  the 
wooden  buckboard  seat.  For  a  decade  the  Dodge  brothers 
were  major  suppliers  to  Ford,  as  well  as  stockholders,  and 
their  combined  net  worth  grew  to  over  $50  million. 

In  1914  they  broke  away  to  introduce  their  own  car, 
which  soon  climbed  to  the  position  of  number  two  in 
industry  sales  and  threatened  to  overtake  Ford.  John  and 
Horace  were  sole  owners  of  the  debt-free  company,  which 
turned  out  150,000  cars  a  year. 

In  less  than  two  decades  the  Dodges  built  a  joint  fortune 
of  around  $200  million — the  equivalent  today  of  about  a 

billion  and  a  half  dollars.  Both 
men  began  spending  lavishly  on 
mansions  and  ever  larger  yachts 
(the  last  one  being  286  feet). 
John's  Christmas  1919  gift  to  his 
wife  was  a  check  for  $1  million. 
For  bis  wife,  Horace  paid 
$825,000  for  a  necklace  ot  367 
perfectly    matched    pearls    that 


had  once  belonged  to  Catherine  the  Great  of  Russia. 

Then,  suddenly,  the  two  men  were  dead:  John  early  in 
1920  and  Horace  a  few  months  later.  In  their  50's  and  at 
the  peak  of  their  powers,  the  Dodge  brothers  left  their 
heirs  an  immense  fortune.  Unfortunately,  none  of  them 
knew  the  first  thing  about  handling  the  wealth  that  was 
now  theirs.  Like  many  self-made  men — now  as  then — 
John  and  Horace  had  taken  pride  in  their  ability  to  shield 
their  families  from  harsh  economic  reality.  Although  they 
happily  spent  most  of  their  own  waking  hours  at  the  plant, 
they  never  shared  this  enthusiasm  with  their  sons,  who 
were  completely  unfamiliar  with  the  business.  There  was 
no  connection  between  the  money  and  its  source. 

Horace  Dodge  Jr.  once  tried  working  on  the  factory  floor 
for  a  few  weeks.  But  as  he  explained  to  the  press,  his 
hardest  job  was  getting  up  at  6  a.m.  His  mother  encouraged 
this  attitude.  She  wanted  to  see  her  son  conquer  high 
society,  not  spend  his  life  like  his  father,  in  a  hot  and 
greasy  machine  shop. 

Exclusive  of  minor  bequests  to  individuals  and  charities, 
all  the  brothers'  property — real  estate,  bonds  and  mort- 
gages, and  the  total  issue  of  Dodge  Brothers  Motor  Car  Co. 
stock — was  put  into  two  trusts.  Assessed  at  about  $40 
million  apiece,  the  trusts  were  probably  worth  at  least 
three  or  four  times  that  when  the  Dodge  Brothers  stock  (all 
of  it  privately  owned  at  their  deaths)  was  computed  at  its 
real  market  value.  All  income  from  Horace's  trust  was  to 
be  paid  to  his  49-year-old  widow,  Anna.  At  her  death,  the 
principal  would  be  divided  between  their  two  children, 
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Motor  City  maze 

The  Dodge  brothers,  John  Francis  and  Horace  Elgin,  died 
only  months  apart  in  1920,  leaving  behind  an  immense 
fortune  to  heirs  who  had  no  appreciation  of  the  relation- 
ship between  wealth  and  work.  The  heirs  were,  however, 
adept  at  marrying,  and  so  created  this  extremely  compli- 
cated family  tree. 
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Anna  Dodge 

"Mommy"  controlled  the  money. 

Delphine  (born  in  1899)  and  Horace  Jr. 
(born  in  1900).  Thus  Delphine  and 
Horace  Jr.  were  left  no  capital  or  in- 
come of  their  own,  and  had  to  ask 
their  mother  for  every  penny. 

On  the  other  side  of  the  family,  the 
heirs  were  at  once  richer  and  poorer. 
John  Dodge's  will  dictated  that  the 
income  from  his  trust  be  split  six 
ways.  One  share  went  to  his  widow, 
Matilda;  one  each  for  two  adult  chil- 
dren from  his  first  marriage,  Winifred 
and  Isabel;  and  the  remaining  half  to 
the  three  young  children  of  his  last 
marriage,  Frances,  Daniel  and  Anna 
Margaret.  (His  22-year-old  son,  John 
Duval  Dodge,  had  been  cut  out  of 
John's  will  to  express  disapproval  of 
the  young  man's  secret  elopement 
with  his  high  school  girlfriend.) 

The  inherited  fortune  increased  dra- 
matically in  1925,  when  the  family 
sold  Dodge  Brothers  to  investment 
banking  firm  Dillon,  Read,  for  $146 
million  in  cash.  Anna  Dodge  became 
one  of  the  world's  richest  women,  with 
a  daily  income  of  over  $40,000.  Before 
learning  to  enjoy  it,  she  called  wealth  a 
curse,  and  for  many  in  the  family,  the 
statement  proved  prophetic. 

If  money  could  buy  happiness,  the 
Dodges  should  have  been  the  happiest 
people  in  the  world.  Here  is  the  break- 
down of  18-year-old  Frances  Dodge's 
annual  budget: 

Stables  with  70  horses  $100,000 


Clothes 

25,000 

Railroad  &  steamship  tickets 

10,000 

Entertainment 

10,000 

Car  &  driver 

7,000 

Dog  kennels 

25,000 

Pool  house  construction 

5,000 

Fees  at  interior  decorating 

school 

5,000 

Share  of  Meadow  Brook  Hall 

upkeep 

25,000 

Incidentals 

20,000 

Total                                  $232,000 
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When  you  first  handle  a  Patek  Philippe  you  become 
aware  that  this  is  a  watch  of  rare  perfection. 
We  know  the  feeling  well.  We  experience  a  sense  of 
pride  every  time  a  Patek  Philippe  leaves  the  hands  of 
our  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
a  lifetime. 

We  made  this  watch  for 
you  —  to  be  part  of  your 
life  —  because  this  is  the 
way  we've  always  made 
watches. 

And  if  we  may  draw  a  con- 
clusion from  five  genera- 
tions of  experience,  it  will 
be  this:  a  Patek  Philippe 
doesn't  just  tell  you  the 
time,  it  tells  you  something 
about  yourself. 
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For  an  elegantly  bound  2-volume  set  illustrating  our  men's  and  women's 

timepieces,  send  $8-or  for  a  brochure  of  current  styles  write  to 

Patek  Philippe,  10  Rockefeller  Plaza.  Suite  629  |  F|.  New  York.  NY  10020 


But  what  the  heirs  sadly  lacked  was  any  sense  of  purpose 
or  meaning  in  their  lives.  Some  of  them  attempted  to  buy 
it  through  involvement  in  businesses  of  their  own.  Horace 
Jr.  introduced,  in  1924,  the  Dodge  Water  Car,  a  boat  by  any 
other  name.  He  had  to  ask  his  mother  to  subsidize  the 
company  for  all  of  its  short  life.  After  a  few  years,  Horace 
retreated  to  the  role  of  wealthy  patron  of  a  racing  team.  He 
took  pleasure  in  his  wins,  but  in  his  heart  he  suspected 
that  they  were  produced  primarily  by  the  money  he  had 
inherited  rather  than  by  any  action  of  his  own. 

John  Dodge's  widow,  his  third  wife,  Matilda,  indulged  in 
a  brief  career  in  banking.  A  major  stockholder  of  Detroit's 
Fidelity  Bank,  Matilda  accepted  the  position  of  president 
in  the  early  days  of  the  Depression.  Every  morning  her 
chauffeur  drove  her  to  the  bank,  where  she  diligently 
reviewed  the  papers  on  her  desk.  After  six  months,  she 
learned  the  real  reason  for  her  appointment,  when  her 
willingness  to  spend  millions  buying  the  bank's  stock 
from  the  directors  who  offered  her  the  job  proved  insuffi- 
cient to  keep  it  from  failing. 
Matilda  lost  $6  million  and 
most  of  her  illusions. 

Anna  Dodge's  daughter, 
Delphine,  and  Delphine's 
husband,  Jim  Cromwell,  be- 
came involved  in  a  Florida 
land  speculation  that  went 
bust  in  1926.  Anna  Dodge 
conferred  with  Jim's  mother, 
Philadelphian  Eva  Stotes- 
bury,  and  the  two  women 
came  up  with  $3  million  to 
repay  bilked  investors  and 
prevent  a  scandal. 

Throughout  the  1920s  the 
Dodge  heirs'  problems  accu- 
mulated: financial  misman- 
agement, ill-advised  mar- 
riages ending  in  highly  publi- 
cized divorces  and  custody 
battles,  speeding  and  traffic 
offenses,  and  even  short 
stays  in  jail.  As  early  as  1922, 
Matilda's  stepdaughter  Wini- 
fred was  the  focus  of  local 
scandal  when  she  divorced 
William  Gray  after  a  seven- 
year  marriage  and  promptly 
wed  the  husband  of  a  Detroit  neighbor;  the  Dodge  heiress 
was  rumored  to  have  paid  her  neighbor  a  large  sum  to  agree 
to  the  divorce. 

Delphine  Dodge's  marriage  to  James  Cromwell  also 
crumbled  after  seven  years,  with  an  ensuing  fight  over 
their  daughter  Christine  so  bitter  that  neither  was  able  to 
win  custody,  which  was  awarded  to  the  child's  grand- 
mother, Anna  Dodge  Dillman  (she  had  married  Hugh 
Dillman,  a  real  estate  broker,  in  1926).  Delphine  Dodge 
would  marry  two  more  timcs;  )im  Cromwell  went  on  to 
marry  tobacco  heiress  Dons  Duke. 

Isabel  Dodge,  too,  was  divorced  by  the  end  of  the  decade, 
and  Horace  Jr.  was  on  his  second  marriage.  By  the  time  he 
died  33  years  later,  Horace  Jr.  had  married  thrice  more. 

Even  more  distressing  to  Anna  and  Matilda  than  the 
divorces  were  the  skirmishes  with  the  police.  Both  John 
Duval  and  Horace  Jr.  loved  fast  cars  and  collected  speeding 
tick<  ouvenirs  of  a  good  time.  Given  to  impetuous 

behavior,  Horace  was  constantly  in  the  news— and  on  one 
vein  to  jail  because  he  got  into  a  fistfight  with 
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John  Duval  Dodge's  trouble  was  more  serious.  One 
night  in  1922,  when  he  was  24  and  married,  John  and  a  pal 
picked  up  two  coeds  in  Kalamazoo  and  took  them  for  a  joy 
ride.  One  of  the  girls  escaped  by  throwing  herself  out  of  the 
speeding  car,  and  John  drove  on  for  miles  before  finally 
returning  to  look  for  her.  He  was  charged  with  drunken 
driving  and  transporting  liquor  during  Prohibition.  He 
spent  a  weekend  in  jail  (complaining  loudly  about  the 
food)  and  faced  two  separate  trials,  his  young  wife  standing 
by  his  side.  (He  got  off  with  a  suspended  sentence.) 

It's  worthwhile  to  note  that  the  most  stable  of  the  Dodge 
heirs  were  the  ones  with  control  over  some  money  of  their 
own:  Winifred  and  Isabel.  John  Duval  had  no  money  at  all, 
having  quickly  run  through  a  settlement.  As  minors, 
Frances  and  Danny  couldn't  spend  their  money  without 
their  mother's  agreement.  Delphine  and  Horace  Jr.  were 
completely  dependent  on  allowances  from  Anna,  who 
seems  to  have  enjoyed  the  power  this  gave  her  throughout 
her  long  life.  In  their  early  twenties,  Horace  Jr.  and  Del- 
phine, then  married  to  Jim 
Cromwell,  each  received 
$200,000  a  year,  in  addition 
to  occasional  lavish  gifts, 
such  as  cars,  houses  and  va- 
cations. Both  "children"  con- 
sistently overspent  and  then 
begged  Anna  to  help  them 
pay  their  debts.  In  1926  Anna 
wrote  an  indignant  letter 
about  the  situation  to  Eva 
Stotesbury: 

"Once  or  twice  I  have  set- 
tled up  Jim's  [Jim  Crom- 
well's] debts  to  the  extent  of 
$100,000  or  more.  This  I  will 
not  do  again,  nor  will  I  partic- 
ipate in  helping  to  settle 
them.  If  the  children  cannot 
live  on  an  income  of 
$200,000  a  year  with  the  gifts 
from  me  that  I  give  them 
from  time  to  time,  then  it  is 
high  time  they  began  to  learn 
to  do  so." 

That    admonition    was    a 
prelude  to  Anna's  writing  a 
check  for  several  million  dol- 
lars to  help  the  couple  out  of 
yet  one  more  financial  mess. 

As  Anna's  two  naughty  children  aged,  the  game  took  on 
darker  overtones.  They  weren't  just  careless;  they  were 
destructive.  They  left  behind  them  a  trail  of  broken  mar- 
riages, lonely  children,  shattered  dreams  and  promises  for 
which  others  paid  a  high  emotional  price. 

With  no  work  and  no  responsibility,  no  accomplish- 
ments that  would  allow  them  to  emerge  from  the  shadow 
of  their  supersuccessful  fathers,  the  Dodge  heirs  were 
devoted  to  instant  gratification,  and  to  suing  one  another 
for  more  money.  After  his  father's  death,  John  Duval 
Dodge  made  a  virtual  career  of  legal  actions  against  the 
estate.  He  eventually  won  a  settlement  of  under  $2  mil- 
lion. When  his  half-sister  died,  he  (with  his  sisters  Wini- 
fred and  Isabel)  filed  suit  to  force  the  little  girl's  share  of 
the  Dodge  trust  to  revert  to  the  principal  rather  than 
passing  into  the  hands  of  her  mother. 

The  bizarre  death  of  Daniel  Dodge  in  the  summer  of 
1938,  when  he  was  20,  set  off  a  new  round  of  suits.  Danny 
had  just  married  Annie  Laurine  MacDonald,  a  telephone 
operator  from  northern  Ontario  near  the  hunting  lodge 
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40%  LESS  WEIGHT 
50%  MORE  1ALK. 


Even  if  you  could  make  a  cellular  phone 
smaller  than  the  DiamondTeP90X 
Portable,  you  probably  wouldn't. 

Its  a  breakthrough-34%  smaller 
than  any  cellular  phone  ever  made  by 
Mitsubishi  Electronics.  Over  20% 
smaller  than  most  other  competitors.  Just 
18  ounces,  with  a  pop-down  antenna 
to  fit  easily  in  your  pocket. 

And  what  do  you  sacrifice  for 
this  small  size?  Nothing. 

You  enjoy  50%  more  talk  time  than 
with  any  previous  Mitsubishi  Electronics 
portable,  \Yi  talk  hours  or  15  hours 
of  standby  power.  You  get  a  full  array  of 
advanced  features,  too. The  90X  will  scan 
100  phone  numbers  from  memory  alpha- 
betically. You  can  even  be  a  subscriber 
on  two  separate  cellular  systems. 

OR  CHOOSE  OUR  SMALLEST, 
LIGHTEST  TRANSPORTABLE  EVER. 

The  DiamondTel®  95  Mobile/ 
Transportable  phone,  featured  below, 
weighs  a  mere  4.3  lbs.  It's  the  size  of  a 
tissue  box.  Yet  it  gives  you  1 00% 
more  talk  time,  a  full  2  talk  hours  or  28 
hours  of  standby  power. 

The  DiamondTel  95  is  the  world's 
most  versatile  cellular  phone.  Besides 
being  transportable,  it  can  be  installed  in 
your  car  as  a  permanent,  full-powered 
mobile  phone.  And  with  available  options, 
its  both  a  mobile  and  a  transportable, 
with  leading-edge  features. 

Look  for  the  name  DiamondTel® 
at  your  cellular  dealer.  You'll  be  looking 
at  the  finest  by  Mitsubishi  Electronics. 


40%  less  weight.  35%  less  size.  100%  more  talk. 

1989  Mitsubishi  Electric  Sales  America.  Inc. 


4      DiamondTel  Cellular  Phones 
A  MITSUBISHI  ELECTRONICS 

TECHNICALLY.  ANYTHING  IS  POSSIBLE™ 

Mitsubishi  Electric  Sales  America,  800  Biermann  Court,  Mount  Prospect,  IL  60056  (312)  298-9223 


Where  Excellence  Runs  Its  Course. 
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est  your  skills  on  a  true  masterpiece,  the  course  that  renowned  course  architect  Dan  Maples 
calls  "one  of  my  best "  Come  play  Litchfield  by  the  Sea's  newest  and  only  private 
course,  Willbrook  Plantation  Coif  Club.  Discover  how  excellence  runs  its  course  through  a 
natural  network  of  beautiful  live  oaks,  marshland  and  water  to  challenge  your  best  game. 
Take  this  unique  opportunity  to  play  the  next  legend  of  the  lowcountry,  Willbrook  Plantation 
Coif  Club.  And  come  play  our  two  other  spectacular  courses,  Litchfield  Country  Club  and 
River  Club  r^  „„„^ -^  _^  ^  ^,  ^  „,   . .  „, 


Call  today  for  special  golf  packages  that  ^WILLBROOK  PLANTATION 
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Delpbine  and  Horace  Dodge  III 
Indulged  grandchildren. 


purchased  by  the  teenaged  Danny.  Af- 
ter suffering  dynamite  wounds,  he  fell 
from  a  speedboat  and  drowned  on  the 
way  to  the  hospital.  His  young  widow 
went  to  court  to  nullify  the  prenuptial 
agreement  that  limited  her  to  an  in- 
heritance of  only  $250,000.  She  later 
settled  for  $2.5  million  in  cash. 

Meanwhile,  Winifred,  Isabel  and 
Frances  sued  to  obtain  a  portion  of 
their  brother  Dan's  estate,  arguing 
that  it  was  not  truly  his  but  an  inte- 
gral part  of  the  original  John  Dodge 
trust.  Just  for  good  measure,  John  Du- 
val jumped  in  with  a  new  lawsuit, 
claiming  a  larger  inheritance  of  the 
trust.  If  everyone  else  in  the  family, 
including  a  widow  of  13  days  of  mar- 
riage, was  getting  more  money,  why 
shouldn't  he?  Matilda  Dodge  must 
have  felt  under  siege  as  her  stepchil- 
dren and  her  own  daughter  tried  to 
snatch  from  her  money  to  which  she 
considered  herself  legally  entitled. 

John  Duval's  claim  in  this  case 
failed.  His  erratic  behavior,  usually 
under  the  influence  of  alcohol,  in- 
creased. On  a  hot  August  night  in 
1942,  neighbors  called  the  police  to 
the  Detroit  home  of  an  attractive 
blonde.  The  woman  was  hiding  in 
some  bushes  by  the  porch,  apparently 
trying  to  escape  John  Duval's  drunken 
attentions.  Lying  dazed  on  the  floor  of 
the  living  room  was  Dora  Dodge, 
John's  second  wife.  The  officers  took 
John  to  the  station  for  questioning;  a 
few  hours  later  he  was  rushed  un- 
conscious to  a  hospital,  where  he 
died  within  24  hours.  The  official 
version  of  events  was  that  John  hit 
his  head  on  the  floor  while  trying  to 
resist  arrest. 

The  following  year  Delphine  Dodge 
died.  Only  43,  still  slim  as  a  girl  and 
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With  an  asset  like  our  Appraisal  Group,  you'll  have  the 
services  of  America's  most  experienced  real  estate  firm  at  your 
disposal. 

Cushman  &  Wakefield  has  more  members  of  the  American 
Institute  of  Real  Estate  Appraisers  (MAI)  on  staff  than  any 
other  real  estate  firm.  So  we  have  the  expertise  to  objectively 
meet  all  of  your  appraisal  needs. 

Single-point  coordination  ensures  the  consistent  and 


organized  appraisals  you  depend  on.  And,  as  always,  we're 
dedicated  to  the  accuracy,  integrity,  and  timeliness  you  ex- 
pect from  the  leader  in  business  real  estate. 

To  find  out  how  we  can  meet  your  appraisal  needs 
like  no  other  real  estate  firm  ^^-  m,,,  «  m  • 

can.  call  us.  GUStfirS^Ujj 

We're  Americas  direct  line      WAKEFiEL^J 
to  business  real  estate  services,     a  rockefeller  group  company 

Business  America's  Real  Estate  Firm. 


quite  beautiful,  Delphine  was  to  all  appearances  a  fortu- 
nate woman.  She  lived  on  an  impeccably  maintained  es- 
tate in  Rye,  N.Y.,  surrounded  by  expensive  antiques  and 
art.  Her  fashionable  wardrobe  was  continually  restocked 
by  an  exclusive  Detroit  store  that  kept  a  mannequin  with 
her  measurements,  so  her  clothes  could  be  perfectly  fitted. 
She  had  fabulous  jewelry.  But  none  of  it  produced  the 
happiness  she  restlessly  sought. 

She  was  as  unlucky  in  personal  relationships  as  she  was 
privileged  in  material  wealth.  Delphine's  first  marriage 
ended  in  acrimony.  Her  second  husband,  Ray  Baker,  died 
while  he  was  in  Reno  obtaining  a  divorce.  After  two  years 
of  marriage  to  her  third  husband,  Timothy  Godde,  she 
once  again  wanted  her  freedom.  While  establishing  resi- 
dence in  Nevada,  Delphine  embarked  on  an  affair  with 
Irish  boxer  and  would-be  crooner  Jack  Doyle,  and  was 
promptly  sued  for  $2  million  by  his  ex-wife,  who  claimed 
Delphine  had  destroyed  the  couple's  intended  reconcilia- 
tion. Anna  Dodge  had  to 
buy  her  daughter's  way 
out  of  this  highly  publi- 
cized lawsuit,  in  return 
for  which  she  demanded 
that  Delphine  drop  her 
own  divorce  action.  Del- 
phine spent  her  remaining 
years  secluded  at  her  Rye 
estate,  drinking  more  and 
more  heavily — until  it 
killed  her,  at  age  43.  Her 
widower,  Tim  Godde,  an 
import  agent,  quickly 
married  his  late  wife's 
maid.  The  daughter  of  a 
longtime  Dodge  employee 
remembers  the  spectacle 
of  young  Anna  Ray  Baker, 
Delphine's  daughter  from 
her  second  marriage, 
clinging  to  this  unlikely 
pair,  calling  them 
"Mommy  and  Daddy." 

Delphine  was  the  fourth  of  her  generation  to  die.  Wini- 
fred and  Isabel,  the  two  oldest  Dodge  children,  were  the 
only  ones  to  live  to  a  healthy  and  reasonably  happy  old  age. 
Perhaps  it  was  because  they  had  grown  up  before  their 
father's  great  wealth  rolled  in,  as  ordinary  children  instead 
of  rich  kids.  Or  because  they  had  comfortable  incomes 
from  the  trust,  and  no  expectations  of  more 

With  the  early  death  of  John  Duval  Dodge  in  1942,  the 
only  male  left  to  carry  on  the  Dodge  name  was  Horace  |r., 
who  lived  his  entire  life  on  the  allowance  his  mother  doled 
out.  Charming  and  romantic  when  he  chose  to  be,  Horace 
also  could  be  abusive.  He  made  scenes,  called  people 
names,  bullied.  He  was  in  fact  very  much  a  Dodge,  but 
without  a  goal  or  spur  to  drive  him  into  constructive 
accomplishments.  And  his  mother  juvenilized  him  by 
keeping  him  dependent  on  her. 

In  his  mid-50s  and  in  poor  health  from  years  of  heavy 
drinking,  he  was  still  begging  her  for  money,  promising  it 
was  just  this  one  last  time.  In  1958,  pursued  by  creditors  to 
whom  he  owed  nearly  $1  million,  he  wrote  to  ask  Anna  for 
$300,000  to  bail  him  out.  The  plea  was  pathetic: 

"I  don't  want  to  worry  you  by  appealing  to  you  again, 
but  '  proi  it  if  you  help  me  out  at  this  time  1  will 

never  apj  n  for  any  future  financial  assis- 

Mother,  I  don't  know  what  I 
WJ1'  1  do  love  you,  Mommy." 

Am1-3  -  lid    At  the  same 


Horace  Dodge  Jr  and  fifth  wife,  Gregg  Sherwood 
"I  do  love  you.  Mommy." 


time,  she  tried  to  extend  her  control  over  her  son's  life.  She 
dispatched  a  team  of  lawyers  to  tidy  up  his  financial  mess, 
but  Horace  ignored  their  good  advice  and  continued  to  play 
the  bad  boy.  A  letter  from  one  of  the  lawyers  to  Anna 
illustrates  the  problem:  "You  may  imagine  my  surprise 
when  I  was  informed  by  Cartier  that  instead  of  the  indebt- 
edness being  $150,000,  it  had  increased  to  $220,000,  and 
all  of  the  bills  had  the  authorization  of  Horace." 

The  Cartier  baubles  were  presents  for  his  last  wife, 
aspiring  blonde  actress  Gregg  Sherwood  Dodge.  Horace 
perpetually  hoped  to  find  happiness  through  love,  but  it 
always  ended  in  an  expensive  divorce  settlement  (paid  for 
by  his  mother).  He  was  estranged  from  Gregg,  his  fifth 
attempt  at  marital  bliss,  at  the  time  of  his  death  in  1963. 
Aged  63,  he  looked  far  older  and  sounded  much  younger. 
His  last  words  were  "Where's  Mommy?" 

Horace's  only  legacy  was  a  tangle  of  problems.  His  92- 
year-old  mother  Anna  Dodge,  long  since  divorced  from 

Hugh  Dillman,  had  hoped 
to  avoid  inheritance  taxes 
by  putting  much  of  her 
real  property  in  her  son's 
name.  Now  she  had  to 
buy  it  all  back,  at  the 
same  time  that  she  wrote 
off  $9  million  of  worthless 
notes  he  had  given  her 
over  the  years  for  ad- 
vances against  his  inheri- 
tance. Anna  also  had  to 
settle  an  $11  million  law- 
suit filed  by  Horace  Jr.'s 
widow,  who  claimed  that 
Anna  had  alienated  her 
husband's  affections.  No 
wonder  Anna  described 
estate  transfer  as  an  or- 
deal of  "unbelievable  hor- 
ror: the  money,  the  pow- 
er, the  corruption,  the 
conniving,  the  scheming 
and  the  intrigue." 
Anna  was  also  burdened  by  the  problems  of  her  grand- 
children, the  children  of  the  many  marriages  of  Delphine 
and  Horace  Jr.  Much  of  the  responsibility  for  their  upbring- 
ing had  fallen  to  Anna.  When  they  were  with  her  in 
Detroit,  she  entertained  lavishly,  choosing  approved 
guests  from  her  "Young  People"  list  and  serving  delicacies 
such  as  caviar  and  real  turtle  soup  to  youngsters  who 
would  doubtless  rather  have  eaten  hamburgers  and  potato 
chips.  A  "treat"  the  grandchildren  especially  dreaded  was 
a  trip  on  Anna's  yacht,  Delphine.  where  dinner  was  formal, 
beginning  with  the  ubiquitous  caviar,  and  the  bedrooms 
were  furnished  with  fine  French  antiques. 

The  grandchildren  were  alternately  indulged  and  disci- 
plined— and  usually  ignored.  Christine  Cromwell  was  the 
most  obvious  victim.  Like  many  of  her  cousins,  she  tried 
to  find  in  marriage  the  love  and  security  missing  in  her 
life,  and  eloped  at  18.  The  last  of  her  seven  marriages  was 
to  the  captain  of  her  yacht.  As  they  sailed  away  on  their 
honeymoon,  she  told  the  press  that  this  marriage  would 
last  forever.  But  by  the  time  they  sailed  back  she  was  ready 
to  file  for  another  divorce. 

Matilda  Dodge,  John  Dodge's  widow,  died  in  1967  at  the 
age  of  84.  She  spent  her  last  years  in  isolation  in  the  vast 
silences  of  her  estate,  Meadow  Brook  Hall,  cut  off  from 
most  of  her  family  by  her  anger  over  their  failure  to  bow  to 
her  control  of  their  lives. 
After  her  son  Horace  Jr.'s  death  in  1963,  Anna  lived  in 
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SABIA  INSURES  MUNICIPAL  BONDS  •  MBIA  INSURES  MUNICIPAL  BONDS 


BONDS  MAKE 

HOMES 
SWEET  HOMES 


Municipal  bonds  are  more  than  sound  investments.  More  than 
tax-free.  They're  dedicated  to  building  our  future.  To  making  the  picket- 
fenced  American  Dream  come  true  in  communities  all  over  the  country. 
MBIA  insures  municipal  housing  bonds.  We  guarantee  the  principal  and 
interest  for  investors.  In  fact,  as  America's  leading  insurer  of  municipal 
bonds,  we  like  to  think  we  shelter  dreams  and  futures,  too. 
Municipal  Bond  Investors  Assurance  Corporation,  Armonk,  New  York  10504 
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You  KNOW  OUR  ADDRESS 
ALMOST 


AS  WELL  AS 
YOUR  OWN. 


ILSHIRE 

«#  9500  * 


We  sit  at  an  intersection 
in  Beverly  Hills  so 
notable  it  would  be 
presumptuous  to  name  it. 
Still  it  takes  more  than  a 
great  address  to  make  a 
great  hotel.  And  the 
only  way  to  know  more 
of  the  Regent  Beverly 
Wilshire  than  our  address 
is  to  stay  here. 

the 

(Regent 

BEVERLY  WILSHIRE 

BBERLY  HILLS 


AUCKLAND  BANGKOK   BEVERLY  HILLS  CHICAGO  HJI    HONG  I    N     M  ALA  LUMPTR   MELBOURNE   NEW  YORK   SINGAPORE  SYDNEY  TAIPEI 


(800)545-4000 


Expand                        y$v<5R 
your                          >|y?v<v< 
memory.                    i\mmmX 

Vital  notes.  Sudden  inspirations.  There  is  no                  'j                              W\ 
quicker  way  to  collect  your  thoughts  than  with  a                 L/m                      l/\ 
Microcassette  u  recorder  from  Olympus,                        y                                      \ 

The  voice-actuated  S930  offers  such  advanced 
features  as  an  LCD  display  with  Auto  Timekeep- 
er. Multi-speed  operation  allows  fast  playback           l/ 
and  tape  handling.  All  in  a  streamlined  case.       /] 

V    1 

The  S930,  one  of  a  full  line  of  Olympus                   /      Jf 
Pearlcorder"  Microcassette  equipment                  \y 
designed  to  enhance  your  capabilities.               ^7 

jt-l        For  no-obligation              /           1    /  1      ™^r^^    \y 
■  [|  1       demo  and  a  free                        )f                   \         sK 
. '  ^|  informative  Taping               ys\                       \y       \ 

Ur'    ' 

>4|^K  Tips  brochure,  i-u             /                            /\             \ 
^f^^  call  1-800-433-0880                                                \               \ 

fck-     Olympus  Corporation, 
^^■hi  Woodbury,  NY  11797. 
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IPUS                     V 

ASSETTF"                             ' 
ARQERS 

Historical  Society  of  Palm  Beach  G  >unn 


Jim  Cromwell  and  daughter  Christine 
Neither  parent  got  custody. 


virtual  seclusion  amid  the  splendors 
of  Rose  Terrace.  Frail  and  ill,  she 
cared  for  nothing  but  watching  the 
three  tv  sets  in  her  bedroom  and  eat- 
ing huge  meals.  Family  birthdays  or 
weddings  were  acknowledged  with  a 
card  and  a  check,  signed  by  her  secre- 
tary; personal  contact  was  limited. 
Visitors  waited  outside  her  bedroom 
and  were  admitted  only  during  com- 
mercials. She  complained  her  descen- 
dants' only  interest  in  the  family  was 
money,  but  she  never  offered  them 
anything  more.  She  died,  age  98,  in 
her  turquoise  bedroom  on  June  2, 
1970 — 50  years  after  her  husband. 

At  last  Horace  Dodge's  trust  could 
be  distributed.  Worth  $40  million 
when  it  was  established  in  1920,  it 
had  been  invested  almost  entirely  in 
tax-exempt  securities  and  had  been 
managed  so  conservatively  that  it  was 
valued  at  just  $48  million  when  Anna 
died — in  real  terms,  a  compound  an- 
nual shrinkage  of  around  1%.  She  had 
also  accumulated  a  personal  estate 
worth  an  additional  $20  million.  Rose 
Terrace  was  sold  to  developers  inter- 
ested only  in  the  land.  A  final  auction 
was  held  on  the  premises,  with  buyers 
swarming  over  the  grounds  to  pur- 
chase everything  from  the  boxwood 
hedges  to  the  lead  tiles  on  the  roof. 
Today  it  is  the  site  of  25  "executive" 
homes,  and  the  Dodge  name,  so  po- 
tent between  the  two  world  wars,  is 
now  largely  forgotten. 

The  moral  of  the  story?  That  to  fail 
to  teach  children  the  connection  be- 
tween work  and  wealth  is  to  do  them 
a  devastating  disservice.  ■ 


Caroline  Uilbam  is  the  author,  with  Dartd  Agresta.  of 

I  )c  dge  I  )\  nastj    The  (  ar  and  the  Family  That  Rocked 
Detroit  (Harcourt  Brace  loranondi   1989X  from 

II  Inch  this  article  has  been  adapted 
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Invest  in  France 


Allied-Signal  believes  in  it. 


"France  is  the  heart  of  our  European 
operations.  Allied-Signal  has  been 
doing  business  successfully  in  France 
for  decades,  and  we  continue  to  invest 
regularly  in  France.  Why?  Simply 
because  France  is  one  of  Europe's 
acknowledged  technology  leaders  in 
the  industries  we  serve:  aerospace, 
automotive  products  and  engineered 
materials. 

'Today,  our  largest  European  operations 
are  in  France.  We  have  more  than 
6,000  employees  at  16  major  facilities 
who  build,  sell  and  service  our 
products  under  brand  names  like 
Allied,  Bendix,  Garrett,  Jurid, 
Norplex/Oak  and  UOP.  Our  sales  in 
France  exceeded  half  a  billion  dollars 
last  year. 

"Clearly,  investing  in  France  is  good 
business  for  Allied-Signal.  We  believe 
you'll  find  it's  the  right  place  for  your 
business,  too." 

Edward  L.  Hennessy,  Jr., 
Chairman  and 
Chief  Executive  Officer, 
Allied-Signal  Inc. 


Come  and  join  us  before  the  creation  of  the  Single  European  Market 


For  information  and  assistance,  contact: 


THE  FRENCH  INDUSTRIAL  DEVELOPMENT  AGENCY 


For  All  Offices:  Telex  235026  FIDA-UR 


610  Fifth  Avenue 

401  North  Michigan  Avenue 

WZ^M 

1801  Avenue  of  the  Stars 

2727  Allen  Parkway 

Suite  301 

Suite  3045 

H^^M 

Suite  410 

Suite  960 

New  York,  NY  10020 

Chicago,  IL  60611 

1"    1 

Los  Angeles,  CA  90067 

Houston,  TX  77019 

(212)757-9340 

(312)661-1640 

■£  J 

(213)879-0352 

(713)526-1565 

Fax:(212)245-1568 

Fax:(312)661-0623 

K  ^ 

Fax:(213)785-9213 

Fax:(713)526-3802 
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DB  Seedham  Y\orldwide  Inc. 
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PjRE  WOOL 

The  sewn-m  WoolmarK  label 
>s  you'  assurance  of  quaMty- 
testea  tabncs  mafle  of  the 
woriosoest     Pu'e  Wool 


Edward  Russell 
Senior  Vice  President 
National  Australia  Bank 
Has  invested  in 
Hart  Schaffner  &  Marx 
suits  for  thirteen  years. 
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For  comfort  and  confidence  that  spans 
the  seasons,  businessmen  choose 
Hart  Schaffner  &  Marx  suits  of  light- 
weight Ariel"  Worsteds. 
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Pale  Gustaison 

Vice  President  of  Sales 

Microdot  Color 

Has  relied  on 

Hart  Schaffner  &  Marx 

style  lor  seven  years. 
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Businessmen  in  the  know  ask 
for  Hart  Schaff  ner  &  Marx  suits 
tailored  in  Heritage  Plus,™ 
a  55°/b  Dacron"  polyester 
and  45°  o  wool  worsted  ble~ 
from  Burlington  Mensw 


William  Stein 
President  COO 
Campbell  •  Mithun 
Esty  Advertising 
Has  been  a  loyal 
Hart  Schariner&  Marx 
customer  for 
twenty-nine  years. 
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&  MAPX. 
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teve  Brown 

xecutive  Vice  President  COO 

leal  Estate  Sciences 

nternational,  Inc. 

tas  enjoyed 

tart  Schaffner  &  Marx 

juality  for  eleven  years. 
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PURE  WOOL 

The  sewn-m  Woolmark  I 
is  your  assurance  ol  qualu 
tested  fabrics  made  ol  tl. 
world's  best     Pure  Wool. 
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Robert  Lauer 
Vice  President- 
Corporate  Affairs 
Sara  Lee  Corporation 
Has  made  a  corporate 
statement  with 
Hart  Schaffner  &  Marx 
since  1969. 
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Today's  respected  business 
leaders  agree  on  the  style, 
quality  and  comfort  of 
pure  wool  suits  fiLQm^ 
Hart  Schaffner  &  Marx^^; 


HART 
SCHAFFNER 


Historians  cant  agree  whether  Robert  Morris,  the  richest  Ameri- 
can of  his  time,  was  a  scoundrel  or  a  patriot,  but  without  him  the 
War  for  Independence  probably  could  not  have  been  won. 


What  your  country 
can  do  for  you 


By  Jack  Willoughby 


Robert  Morris,  one  of  the  signers  of  the  Declaration 
of  Independence,  was  63  years  old  when  he  went  to 
debtors  prison.  There  he  spent  three  years  scrib- 
bling financial  accounts  or  answering  petitions  from  his 
hapless  investors  on  borrowed  stationery.  Each  day  he 
would  ease  his  troubled  mind  by  circling  the  prison  yard 
with  a  handful  of  pebbles.  Round  and  round  he  would  go, 
dropping  one  stone  each  turn. 

The  crown  prince  of  Philadelphia's  merchant  society 
was  now  a  pauper.  But  to  his  Walnut  Street  prison  rode 
some  of  the  founding  fathers  of  the  American  Revolution. 
George  Washington,  the  commander-in-chief  of  the  army, 
dined  with  him  in  his  whitewashed  cell.  As  Financier  of 


the  American  Revolution,  his  actual  title,  Robert  Morris 
had  served  in  time  of  crisis.  His  old  friends  would  not 
desert  him. 

The  American  Revolution  transformed  Robert  Morris 
into  the  colonial  equivalent  of  a  multibillionaire.  He  made 
his  fortune  by  converting  state  secrets  and  his  web  of 
international  connections  into  personal  profit,  helping 
himself  and  his  partners  to  government  contracts  from 
secret  committees  he  wound  up  heading.  Six  years  of  war 
made  him  so  rich  that  he  could  afford  to  shore  up  a 
worthless  Continental  currency  and  pay  for  Washington's 
Yorktown  campaign  with  his  personal  credit. 

Yet  he  lost  everything  only  14  years  after  he  left  public 
office  in  1784.  A  victim  of  his  own  relentless  scheming, 
Morris  was  reduced  to  barricading  himself  behind  the 


Independence  National  Historical  Parit  Collection 


Robert  Mom  ■  .  r  \merican  merchant  prince,  and  bis  wife,  Man 

Their  lavish  balls  and  dinners  were  the  toast  of  Philadelphia  in  the  17  80s. 
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In  1938,  when  a  Martian  invasion  threatened  the  world,  Allendale 
had  been  insuring  planet  Earth  for  103  years. 


On  that  uncertain  October  evening  back  in  '38  when 
Orson  Welles'  incredible  broadcast  proved  the  power  of  radio, 
Allendale  had  been  a  credible  property  insurer  for  103  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of 
loss  control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

Throughout  the  years  we've  been  more  than  an  ordinary 


insurance  company.  Commitment  to  our  insureds  goes  well 
beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919. 

Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


doors  of  "The  Hills,"  his  Schuylkill  River  mansion,  with 
his  creditors  camped  out  on  his  front  lawn  in  the  snow. 

Historians  still  argue  over  whether  Morris  was  a  swin- 
dler or  a  savior.  Says  Elizabeth  Nuxoll,  director  of  the 
Morris  papers  at  Queens  College:  "No  two  historians  can 
agree  on  whether  he  was  a  crook.  He  got  a  lot  from  his 
country,  but  he  gave  a  lot  back.  That's  what  makes  him 
interesting." 

Morris  was  born  around  1735,  in  Liverpool,  England.  His 
father  was  a  British  tobacco  factor  and  part-time  Maryland 
resident;  he  died  from  a  freak  ship  accident — a  cannon 
misfire — when  his  son  was  a  teenager. 

The  tragedy  left  young  Robert  with  an  estate  of  $7,000 


Historical  Societv  of  Penn^ylvjnu 


Morris'  country  home,  "The  Hills 

A  lifestyle  built  on  privateering  and  inside  information 
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//>c  Morris  notes 

Personal  guarantees  for  a  faltering  currency. 


and  under  the  care  of  Philadelphia  merchant  Charles  Will- 
ing. Willing's  son,  Thomas  (Old  Square  Toes)  Willing,  and 
Morris  became  fast  friends.  Their  own  trading  company, 
Willing  &  Morns,  was  formed  shortly  after  Charles  Will- 
ing died.  It  had  three  ships  and  growing  contacts  in  Spain, 
Portugal  and  the  West  Indies.  Strong  international  connec- 
tions would  be  a  key  to  Morns'  prosperity,  and  to  his 
downfall. 

Very  much  the  ambitious  young  man  on  the  rise,  Morris 
married  a  woman  of  stature:  Mary  White,  the  sister  of 
William  White,  Pennsylvania's  first  Episcopal  bishop  and 
one  ot  the  few  clerics  who  did  not  return  to  England  during 
the  Revolution  During  the  1 760s  and  1 770s,  Morris  traded 
in  commodities — wheat  flour,  tobacco  and  the  like — 
work  triangular  trade  route:  Europe,  America  and 


When  the  war  for  independence  broke  out,  Moms  spec- 
ulated aggressively  in  all  manner  of  goods;  the  colonies 
had  been  cut  off  by  the  British  blockade. 

Soon  after  he  entered  Congress  in  1775,  Robert  Morris 
became  the  guiding  force  behind  foreign  buying  for  Gener- 
al Washington's  army.  He  accomplished  this  through  the 
Secret  Committees  on  Trade.  He  later  operated  the  com- 
mittees' funding  like  a  personal  bank,  often  kiting  checks 
from  foreign  loans  with  congressional  permission.  Willing 
&  Morris  was  the  centerpiece  for  the  money-raising  effort: 
Between  1775  and  1777  the  Secret  Committees  on  Trade 
&  Commerce  spent  $3.3  million.  Morris  and  his  associates 
probably  received  $846,000,  more  than  one-fourth  of  total 
disbursements.  Of  this  share,  Willing 
&  Morris  got  more  than  $400,000. 

The  war  also  presented  Morris  with 
his  most  lucrative  opportunity.  This 
was  privateering,  the  state-sanctioned 
pirating  of  an  enemy  nation's  ships. 
As  early  as  1776  one  of  Moms'  part- 
ners, William  Bingham,  was  using  St. 
Pierre,  Martinique  as  a  base  of  opera- 
tions. His  orders  were  to  "risk  large- 
ly." Morris  saw  the  British  blockade 
as  the  raiding  and  trading  opportunity 
of  a  lifetime.  Bingham  would  run 
American  goods  through  the  blockade 
into  the  French  port  in  Martinique, 
whence  the  goods  could  be  safely 
transshipped  to  Europe. 

So  brisk  was  Morris'  privateering 
that  when  Philadelphians  saw  him 
frowning  on  a  Sunday  they  assumed  it 
was  because  he  had  not  taken  a  prize 
that  week.  Some  of  his  most  success- 
ful missions  were  canied  out  by  Cap- 
tain George  Ord,  master  of  the  eight- 
gun  Retaliation,  which  plied  the  West 
Indian  seas  in  1777.  Just  one  captured 
British  cargo  of  coffee,  rum,  sugar  and  molasses  shipped 
from  Haiti  brought  $36,709.  This  was  split  the  normal 
way — Morris  got  one-half,  Bingham  one-third,  and  Cap- 
tain Ord  the  remaining  sixth.  Among  Morris'  earliest 
prizes  were  two  English  slavers,  with  nearly  500  slaves  on 
board,  bound  for  the  West  Indies.  The  slaves  were  diverted 
to  Philadelphia  for  auction. 

By  1 780  Morris,  still  only  around  45,  was  probably  the 
richest  and — thanks  to  his  close  political  ties,  including 
those  with  George  Washington — most  influential  man  in 
America.  During  the  1780s  dignitaries  from  many  coun- 
tries spoke  highly  of  the  Morris  claret,  the  lovely  gardens 
and  fine  music  at  the  family's  country  estate,  the  fashion- 
able cut  of  Mrs.  Morris'  French  dresses. 

The  close  friendship  that  developed  between  the  Mor- 
rises and  George  and  Martha  Washington  gave  the  couple 
special  cachet.  The  Morrises  were  host  to  Washington  and 
his  aides  before  the  Yorktown  campaign  and  then  again 
during  the  Constitutional  Convention  of  1787.  Historian 
Ethel  Rasmusson  wrote  in  a  doctoral  thesis  that  the 
general/politician  and  the  entrepreneur  complemented 
each  other:  "Washington,  cautious,  formal  and  reserved 
.  .  .  seems  to  have  been  attracted  by  Morris'  informality, 
verve  and  extroversion." 

How  wealthy  was  Robert  Morris?  To  go  by  the  impres- 
sions of  Major  General  the  Marquis  dc  Chastellux  (1734- 
88),  third  in  command  of  the  French  army  and  a  confidant 
of  Washington's,  Morris'  wealth  knew  no  bounds.  Chastel- 
lux put  Moms'  fortune  at  $15  million  (converting  the 
money  of  the  day  into  today's  dollars)  as  early  as  1780. 


FORBES,  400/OCTOBER  23,  1989 


WKit 


When  it  comes  to  innovation 

in  freight  transportation, 

everybody  follows  our  lead. 


The  CF  Company's  reputation  as  a  leader 

is  based  on  the  simple  fact  that  we've  opened  up  a  lot  of 

new  highways  in  the  world  of  freight  transportation. 

It  all  started  years  ago  when  Consolidated 

Freightways,  our  long-haul  motor  freight  division 

became  the  first  truly  nationwide  trucking  company. 

Later,  we  were  the  first  to  create  a  comprehensive 

freight  transportation  network  that  included  Canada, 

Alaska,  Hawaii,  Mexico,  Puerto  Rico  and  the  Caribbean. 

Closer  to  home  we  pioneered  the  use  of  doubles. 

We  were  also  the  first  to  pre-assign  pro  numbers  to 

simplify  tracing.  While  today,  our  computer  center 

in  Portland  is  the  most  extensive  in  the  industry.  As  you 

can  see,  the  CF  Company  is  a  hard  act  to  follow. 

But  our  competitors  will  just  have  to  get  used  to  it. 


COnSOLIDflTED 
FREIGHTWPYS.inC 


The 
Companq 
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That  doesn't  sound  like  much.  But  in  the  context  of 
America's  economic  position  at  the  time,  this  was  a  for- 
tune, the  equivalent  of  about  1%  of  colonial  gross  national 
product.  John  McCusker,  authority  on  colonial  economics 
and  professor  of  history  at  the  University  of  Maryland, 
estimates  that  this  would  translate  into  about  $30  billion 
of  buying  power  today. 

Chastellux  attributed  Morns'  great  wealth  primarily  to 
the  success  of  his  privateering:  "It  will  scarcely  be  believed 
that  amid  the  disasters  of  America,  Mr.  Morris,  the  inhab- 
itant of  a  town  barely  freed  from  the  hands  of  the  English, 
should  possess  a  fortune.  ...  It  is  however  in  the  most 
critical  times  great  fortunes  are  acquired  and  increased." 
True  then,  true  today. 

Also  true  then  as  now,  inside  information  was  a  precious 
commodity.  Morris'  closest  business  partners  were  busy 
trying  to  make  money  off  their  insider  positions.  Silas 
Deane,  a  close  Morris  business  associate,  probably  used 
his  foreknowledge  of  the  Franco-American  alliance  to 
make  a  killing  in  stocks  on  the  London  Stock  Exchange. 
Historian  fames  Ferguson  notes  that  he  re- 
ceived almost  $4,000  in  profits  trading  in  Brit- 
ish stocks  through  the  Amsterdam  firm  of 
Horinica,  Fizeau  &  Co.  in  1778.  Silas  Deane 
was  later  investigated  by  Congress  for  corrupt 
practices. 

Thomas  Doerflinger,  a  Paine  Webber  analyst, 
well-known  historian  and  author  of  A  Vigorous 
Spirit  of  Enterprise,  writes  that  Morris'  business 
amounted  to  the  "systematic  exploitation  of 
privileged  access  to  government  contracts, 
funds,  vessels  and  intelligence."  Morris  proba- 
bly built  his  fortune  by  diverting  at  least 
$80,000  in  colonial  money  for  himself,  con- 
cludes historian  Ferguson  in  his  history  The 
Power  oj  the  Public  Purse  Writes  Ferguson:  "The 
myth  still  persists  that  Morris  financed  the 
Revolution  out  of  his  own  pocket.  It  is  rather 
the  other  way  around.  The  Revolution  fi- 
nanced Robert  Morris." 

Morris  probably  would  not  have  disagreed 
with  such  a  description  of  himself — he  once 
wrote  that  some  people  would  think,  "private 
gain  is  more  our  pursuit  than  Public  Good." 
Nonetheless,  in  1778  Morris  left  Congress  and 
returned  to  private  life  to  break  up  Willing  & 
Morris  and  straighten  out  his  tangled  European  business 
affairs. 

In  the  1 780s  the  war  was  raging,  it  was  by  no  means  clear 
who  would  win,  and  George  Washington's  ill-equipped 
army,  paid  in  scrip,  was  on  the  edge  of  mutiny.  Congress 
appealed  to  Robert  Morris'  patriotism,  and  asked  him  to 
return  to  public  life  and  restore  the  struggling  nation's 
financial  stability. 

Among  Morris'  first  and  most  important  acts  was  to 
establish,  in  1781,  the  Bank  of  North  America — the  coun- 
try's first  truly  national  bank.  With  the  newly  chartered 
bank,  Morris  harnessed  private  credit,  making  his  bank 
notes  receivable  as  specie  for  either  state  or  federal  taxes. 
To  create  the  impression  of  soundness,  Morris  shipped 
$250,000  in  silver  bullion  lent  from  France  to  the  vaults  of 
this  shareholder-owned  bank. 

The  financier  put  his  money  where  his  mouth  was  as 
soon  as  he  took  office.  His  private  notes,  convertible  into 
specie,  circulated  in  denominations  of  $20,  $50  and  $80. 
When  the  Continental  troops  refused  to  march  on  York- 
town  without  me  month's  back  pay,  Morris  raised  some 
$40,000  from  the  French  and  his  associates  in  foreign 
K>ps  The  men  marched  on  to  victory 


at  Yorktown. 

Still,  Morris  failed  to  persuade  Congress  to  adopt  the 
national  financial  system  advocated  in  his  controversial 
Report  of  1782.  He  finally  resigned  after  the  states  blocked 
his  national  taxation  plan.  Ironically,  Alexander  Hamil- 
ton, Morris'  friend  and  the  country's  first  Treasury  Secre- 
tary, got  the  credit  later  when  he  all  but  copied  Morris' 
ideas  in  several  of  his  major  proposals  that  were  passed 
under  the  new  government. 

When  the  war  ended,  Morris  used  his  name  on  a  variety 
of  ventures,  from  turnpikes  to  iron  works  to  trade  with 
China.  Writes  historian  Doerflinger:  "The  result  was  a  sort 
of  controlled  chaos;  Morris  was  a  one-man  conglomerate." 

His  undoing  came  when  the  great  European  land  bubble 
burst  in  1796.  Europe's  land  speculation  mania  had  spread 
to  include  U.S.  land  prices,  and  Morris,  as  expected,  was  in 
the  thick  of  things.  In  the  late  1780s  he  sold  a  1 -million- 
acre  tract  to  Sir  William  Pultney,  nearly  tripling  his  money 
in  a  few  months. 

With  his  friends,  and  on  credit,  he  bought  up  huge  tracts 

Librarv  Company  of  Philadelphia 


Morris' unfinished  mansion,  c  1780 

Instead,  debtors  prison,  a  few  blocks  away. 


in  western  New  York,  Virginia  and  Washington,  D.C. 
Apparently  he  became  a  kind  of  early  American  version  of 
Tom  Wolfe's  "Masters  of  the  Universe"  and  pumped  more 
than  $1  million  into  the  initial  construction  phase  of  a 
magnificent  Philadelphia  mansion. 

And  then  it  was  over.  The  wars  following  the  French 
Revolution  soaked  up  too  much  European  capital,  taking 
with  it  all  land  speculation  schemes  in  America  that  were 
seeking  to  attract  European  investors.  In  just  six  weeks 
150  companies  and  64  merchants  failed.  Among  the  prom- 
inent losers  in  Morris'  partnerships:  Alexander  Hamilton 
and  Albert  Gallatin,  future  secretaries  of  the  Treasury, 
Morris'  old  friend  and  partner,  Thomas  Willing;  and  patri- 
ot John  Jay.  William  Bingham  survived,  thanks  to  forbear- 
ance by  Baring  Brothers  of  London. 

The  collapse  hit  Morris  late  in  life.  He  was  never  able  to 
recover.  He  died,  broke,  at  the  age  of  71,  five  years  after 
leaving  debtors  prison.  His  descendants  spent  more  than 
50  years  settling  the  lawsuits.  Morris  was  buried  behind 
Philadelphia's  Christ  Church  in  an  old-fashioned  vault. 
Ironically,  he  shares  the  vault  with  Bishop  William  White, 
his  brother-in-law  and  another  of  the  losers  in  his  financial 
schemes.  ■ 
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/Vow  Kodak  copiers  have  outscored  every  other 
high  volume  copier  in  9  consecutive  Datapro* 

User  Surveys.  And  who  knows  more  about 

copiers  than  customers? 

Since  1980,  Kodak  copiers  have  been  top-rated 
in  every  Datapro  high  volume  copier  User 
Rating,  including  every  special  merit  award  for 
overall  vendor  satisfaction.  While  others  may 
make  similar  claims,  our  ratings  are  based  on 
user  surveys  conducted  by  Datapro.  There 
can  be  no  higher  compliment.  No  stronger 
evidence  of  our  dedication  to  total  customer 
satisfaction.  Real  customers  are  telling 
us  that  we're  *1  in  customer  satisfaction,  in 
reliability,  in  service,  in  copy  quality. 
Join  the  Kodak  copier  family  of 
customers  who  are  not  just  satisfied,  but 
delighted.  There's  a  Kodak  copier 
designed  for  every  need,  and  now  there's 
n  a  great  way  to  save  on  every 
Mm\  Kodak  copier. 

M  ^M  **  ■     Call  for  details: 
Wk  1  800  255-3434, 

V  Ext.  152. 
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The  best  liti 


For  the  more  than  25.000  people  who  work  at 
the  Dallas/Fort  Worth  International  Airport,  it  was 
tough  to  make  connections.  Not  from  plane  to 
plane.  But  from  phone  to  phone.  And  when  you're 
■sihle  for  security,  maintenance  and  adminis- 
urth  busiest  airport  in  the  world. 


the  last  thing  you  need  is  a  communications  system 
that  doesn't  communicate. 

So  they  gave  us  a  call.  And  naturally  we  flew 
right  over. 

Utilizing  the  latest  advances  in  electronic  and 
digital  technology,  we  developed  a  network  that 


rport  in  Texas. 


enabled  calls  .to  fly  right  through,  without  any 
delays  or  turbulence. 

Most  importantly,  people  and  information  were 
now  brought  together  faster  and  more  efficiently. 
Which  has  helped  to  make  the  Dallas/Fort  Worth 
Airport  not  just  the  best  little  airport  in  Texas, 


but  quite  possibly  the  whole  country. 

You  see  at  GTE,  it's  not  just  communications 
we  offer,  it's  solutions.  Call  us.  Maybe  we  can  help 
your  business  take  off.  1-800-225-5483. 
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THE  POWER  IS  ON 


Sam  Newhouse  wanted  to  buy  them  out,  Craig  McCaw  made  them 
megarich  and  Warren  Buffett  sold  out  too  early.  Can  Affiliated 
Publications7  controlling  families  keep  up  their  good  luck? 

Boston's 

accidental 

demibillionaires 


0 


N     THE     MORNING     of 

May  31,  William  Os- 


By  Michael  Fritz 


good  Taylor,  57,  the  fourth  generation  of  his  family 
to  head  117-year-old  Affiliated  Publications  and  its  flag- 
ship newspaper,  the  Boston  Globe,  presided  over  a  special 
shareholders  meeting  in  Affiliated's  tightly  packed  Wil- 
liam O.  Taylor  room.  It  was  a  carefully  orchestrated  event. 
Culminating  months  of  intense  negotiations  between  the 
McCaw  family  of  Seattle  and  representatives  of  some  160 
members  of  the  Taylor  and  Jordan  clans  (who  together 
hold  64%  of  Affiliated's  voting  power  through  trusts  that 
expire  in  1996),  shareholders  agreed  with  Chairman  Tay- 
lor's proposals  and  approved  the  tax-free  spinoff  of  Af- 


filiated's  $2.6  billion  of 
McCaw  Cellular  Communi- 
cations stock  to  Affiliated's  5,200  shareholders.  The  total 
cost  of  this  investment,  most  of  it  made  only  three  years 
ago,  was  just  $82  million.  The  Taylor  and  Jordan  families 
alone  received  $1.2  billion  in  McCaw  stock. 

Before  Taylor's  special  stockholders  meeting,  a  buyout 
of  Affiliated — forced  perhaps  by  an  outsider,  or  by  heirs 
looking  for  more  liquid  resources — seemed,  to  some,  like  a 
threat.  But  after  the  meeting  and  the  spinoff,  the  Taylors 
and  the  Jordans  regained  control  of  the  destiny  of  the 
paternal  old  Boston  publishing  company.  Affiliated  Publi- 
cations  would   not    become    another   family-controlled 


ttedPu  tairman  .  I  Taylor 

Finatly  out  from  under  his  fat;  f  s  shadow. 
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THERE'S  A  NEW  ENTERGY 
IN  MIDDLE  SOUTH  USA. 


Entergy  Corporation  (formerly  Middle  South  Utilities)  has  a 
new  name  -  and  new  vision  for  the  future. 
As  one  of  the  nation's  largest  electric  companies,  we're 

committed  to  using  our  energy  for  the  most  important  job  of  all 

Edwin  Lupberger.  -  building  Middle  South  USA,  the  states  of  Arkansas, 

chairman  and  President,      Louisiana,  Mississippi  and  southeast  Missouri. 

Entergy  Corporation  ^^^  ^  ^^  Cfeated  »passport  J0  Mjdd|e  South  USA  » 

a  colorful,  informative  kit  that  gives  you  the  facts  about  our  region,  including  every- 
thing from  our  central  location  and  abundant, 
trainable  workforce,  to  our  plentiful  power  and 
progressive  corporate  tax  incentives.  And  it's 
yours  for  the  asking. 

Put  your  company  right  in  the  center  of  things  Pnrnnr^tion 

in  Middle  South  USA.  Call  1  -800-426-5721  ^Wl  HWI  <1"VI  ■ 

or  send  in  the  attached  reply  card  today  for  your  -me  Middle  south  Bectnc  system 

free  "Passport." 


Entergy 
Corporation 

The  Middle  South  Electric  System 


Companies  within  Entergy  Corporation's  Middle  South  Electric  System  include  Arkansas  Power  &  Light  Company,  Louisiana 
Power  &  Light  Company.  Mississippi  Power  &  Light  Company.  New  Orleans  Public  Service  Inc  .  System  Energy  Resources.  Inc. . 
and  Entergy  Services.  Inc.  Our  New  York  Stock  Exchange  symbol  is  "ETR: "  our  listing  is  "Entergy. "  Our  headquarters  address  is 
Entergy  Corporation.  P.O.  Box  61000.  New  Orleans.  LA  70161. 


American  media  company 
whose  real  value  could  be  re- 
alized only  by  breaking  it  up. 

The  transaction  also  final- 
ly pushed  Bill  Taylor  out 
from  under  the  considerable 
shadow  of  his  father,  Davis, 
who  retired  in  1978  after 
leading  the  Globe  to  reclaim 
the  title  of  New  England's 
largest  daily. 

The  Globe  was  launched 
Mar.  4,  1872  to  "grace  the 
breakfast  tables  as  the  Tran- 
script graced  the  tea  tables  of 
Boston's  intelligentsia."  At 
the  time  the  wise  monied  of 
Boston  were  investing  in  rail- 
roads and  western  real  estate, 
least  of  all  in  newspapers. 
Little  wonder:  The  Globe 
found  itself  pitted  against  ten  other  papers  with  a  com- 
bined circulation  of  fewer  than  1 70,000,  nearly  all  of  them 
losing  money  After  15  months  on  the  street,  the  Globe  had 
lost  $100,000  and  was  in  search  of  a  new  manager. 

Enter  Charles  Henry  Taylor.  Then  27,  Taylor  had  built  a 
dual  career,  as  a  reporter  for  the  New  York  Tribune  and  as 
Republican  Clerk  of  the  Massachusetts  State  House. 

Aware  of  the  Globe's  troubles,  Taylor  took  a  friend  to 
interview  for  the  manager's  post.  In  a  classic  turn  of 
events,  Taylor  ended  up  buying  20  shares  of  Globe  stock 
and  signed  on  as  the  paper's  temporary  general  manager. 
But  while  Taylor  was  an  incisive  journalist,  he  had  come 
to  the  Globe  knowing  nothing  of  the  financial  side  of  the 
business.  By  1877  the  paper  had  lost  $300,000.  Of  its  11 
original  stockholders,  only  Eben  Dyer  Jordan,  cofounder  of 
the  Jordan  Marsh  department  store  chain,  remained. 

Convinced  that  the  paper  could  succeed,  Jordan  under- 
wrote the  Globe's  reorganization  into  the  Globe  Newspa- 
per Co.,  and  he  and  Taylor  set  out  to  remake  the  paper  by 
aligning  it  with  the  Democratic  Party  and  appealing  to 
Boston's  expanding  Irish  immigrant  working  class.  The 
move  proved  so  successful  that  within  two  years  Taylor 
repaid  the  Globe's  creditors  and  recorded  the  paper's  first 
profit.  Over  the  next  five  decades  the  paper  grew  to  be- 
come the  region's  dominant  newspaper. 

In  gratitude  for  Taylor's  dedication,  Jordan  agreed  that 
upon  his  death  Taylor  be  allowed  to  buy  enough  stock  to 
make  the  two  families  equal 
owners  in  the  Globe 

In  the  mid-1950s  a  conflu- 
ence of  events  left  the  Globe 
struggling  for  survival.  After 
being  turned  down  in  his  bid 
to  merge  with  the  Globe,  Rob- 
ert Choate,  publisher  of  the 
archrival  Herald,  acquired 
Boston's  Channel  5  tv  sta- 
tion. Choate  began  using  the 
tv  station's  gushing  profits 
to  subsidize  the  Herald's  bat- 
tle against  the  Globe 

Around  the  same  time,  Da- 
vis Taylor  had  succeeded  his 
father  William  as  Globe  pub- 
lisher, and  was  trying  to  con- 
vince the  Taylors  and  Jor- 
dans  to  help  underwrite  a 
move   from    the   company's 


Rich  Fnshman 


cramped,  antiquated  Wash- 
ington Street  plant  to  new 
facilities  on  Boston's  south- 
ern outskirts.  To  make  mat- 
ters worse,  New  York  pub- 
lisher Sam  Newhouse  had 
caught  the  ear  of  Jordan 
trustee  Sidney  Davidson. 
Newhouse  wanted  to  buy  the 
Globe  and  the  Herald  and 
merge  them. 

Though  the  Newhouse  of- 
fer was  rejected,  Davidson 
pressed  Davis  Taylor  to  trav- 
el to  New  York  and  share  the 
Globe's  financials  with  a  rep- 
resentative for  John  Whit- 
ney, publisher  of  the  New 
York  Herald-Tribune.  But  the 
talks  ended  when  the  Tay- 
lors insisted  that  the  two 
families  maintain  controlling  interest.  Rather  than  sell 
out,  the  Taylors  and  Jordans  lent  the  paper  $3  million  to 
supplement  a  $4.5  million  loan  against  the  paper's  assets 
to  finance  construction  of  its  new  headquarters. 

The  future  of  the  Globe  looked  dim  until  the  end  of  the 
1950s,  when  Globe  reporter  Bob  Healy  obtained  phone 
records  showing  improper  contacts  between  Choate  and 
then  fcc  Chairman  George  McConnaughey.  The  evidence 
eventually  forced  Choate  to  sell  his  tv  station.  In  his  book 
Common  Ground,  J.  Anthony  Lukas  also  suggests  that 
Choate  (then  a  Pulitzer  Advisory  Board  member)  sewed  up 
the  Boston  tv  license  by  agreeing  to  support  John  F.  Kenne- 
dy's Profiles  in  Courage  for  the  1957  Pulitzer  Prize  in 
exchange  for  Joseph  Kennedy's  influence  with  two  fcc 
members.  Earlier,  Joe  Kennedy  had  resigned  as  ambassador 
to  Britain,  thanks  largely  to  a  Globe  interview. 

With  the  Choate  threat  behind  them,  the  Taylors  and 
the  Jordans  faced  yet  another  hurdle.  Short  on  funds  to 
cover  the  third  generation's  estate  taxes,  in  1973  the  two 
families  sold  16%  of  Affiliated  to  the  public  for  $4.7 
million. 

As  the  only  son  of  his  father's  first  wife,  Bill  Taylor  was 
destined  for  the  newspaper  businesss.  After  graduating 
from  Harvard  in  1954,  Taylor  served  two  years  in  the 
Army  and  then  returned  to  Boston  in  the  autumn  of  1956 
to  start  at  the  Globe.  He  spent  his  next  decade  rotating  from 
engineering  and  production  to  promotion,  classifieds  and 

news  before  being  named 
business  manager. 

In  1978  he  succeeded  his 
father  as  publisher.  He  was 
45  years  old  and  cut  from  a 
different  cloth  than  his  fa- 
ther. Where  his  father,  Davis, 
was  charismatic  and  enjoyed 
rubbing  shoulders  with  Bos- 
ton's political  and  business 
elite,  son  Bill  was  shy  and 
aloof,  a  behind-the-scenes 
manager. 

When  Taylor  looked  at  the 
Globe,  he  saw  a  mature  prod- 
uct. He  set  out  to  make  his 
mark  by  diversifying  Affiliat- 
ed beyond  the  paper. 

While  Affiliated  had  spent 
the  last  half  of  the  1970s  ac- 
quiring   several    radio    sta- 
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SOMETIMES  YOU  HAVE 
TOTAKEARISK 
TO  MANAGE  IT. 


Throughout  history  leaders  have  become  legends  by  taking  risks. 
The  risk  of  the  unknown,  the  unexplored,  the  uncharted.  The 
challenge  of  trying  something  new. 

In  the  financial  world,  sawj  risk  managers  know  new  ideas  are 
not  a  risk,  but  a  necessity.  \\\(\  that  the  biggest  risk  of  all  is 
a  closed  mind. 

At  the  Chicago  Board  of  Trade,  we  offer  a  new  world  of  risk 
management.  Where  exceptional  liquidity  and  unparalleled 
integrity  prevail.  Where  interest  rate  futures  and  options  span 
the  yield  curve.  Providing  protection  and  profit  to  those  who 
accept  the  challenge. 

The  world  of  interest  rate  futures.  Explore  it.  You  never  know 
what  you  might  discover. 


•  I'tH'i  The  Ghlraeo  Board  of  Trade 


®  Chicago  Board  of  Trade 

1-800-THE  CBOT,  extension  5000. 


tions,  forward-thinking  media  companies  like  Time,  the 
Newhouses'  Advance  Publications  and  E.W.  Scripps  were 
investing  heavily  in  cable  tv  ventures.  After  underesti- 
mating the  threat  of  Boston's  Channel  5,  the  Taylors  didn't 
want  to  make  the  same  mistake  with  cable. 

So  in  1980  Affiliated  began  shopping  for  cable  tv  proper- 
ties. Within  a  few  months  Denver  cable  broker  Daniels  & 
Associates  had  arranged  for  Taylor  to  meet  with  a  remark- 
able young  West  Coast  entrepreneur  named  Craig  McCaw 
of  McCaw  Communications,  then  an  obscure  cable  opera- 
tor based  in  a  suburb  of  Seattle. 

"It  was  immediate  simpatico,"  recalls  Daniels'  Timothy 
David,  who  accompanied  Taylor  to  meet  Craig  McCaw 
and  other  McCaw  family  members.  Taylor  wanted  to  get 
into  cable  but  didn't  understand  the  business.  McCaw, 
who  was  then  3 1  and  had  been  running  the  company  since 
1973,  four  years  after  his  father's  death,  was  looking  for 
expansion  equity  and  the  credibility  an  established  backer 
would  provide.  He  needed  both,  but  insisted  on  retaining 
control  of  his  company.  Though  Taylor  first  asked  for  a  50- 
50  partnership,  he  quickly  settled  for  45%. 

Affiliated  put  a  little  over  $12  million  in  equity  into  the 
company,  valuing  McCaw  at  $27  million.  A  year  later 
Affiliated  anted  up  another  $9.5  million  to  McCaw  to  buy 
a  southern  Oregon  cable  operator. 

Then  in  1983,  McCaw  wanted  Taylor  to  join  him  in 
forming  another  joint  venture.  But  this  one  would  not  be 
in  cable.  It  would  be  for  the  purpose  of  acquiring  some- 
thing Taylor  (and  most  Americans)  had  never  heard  of: 
newly  available  cellular  telephone  franchises. 

In  one  of  the  decade's  great  business  ironies,  Taylor 
turned  McCaw  down.  So  McCaw  approached  Scripps, 
which  put  up  $12  million  to  become  McCaw's  cellular 
partner.  That  likely  made  Affiliated  jealous  and  anxious  to 
get  into  the  cellular  business  with  McCaw. 

In  another  great  irony,  Scripps  misjudged  cellular's  pros- 
pects as  badly  as  Taylor  had.  In  1985  Scripps  sold  McCaw 
back  its  share  of  the  cellular  telephone  venture  (at  about  a 
$9  million  profit)  to  focus  on  newspapers  and  broadcast 
and  cable  television.  Today  that  stake  would  be  worth 
nearly  $3  billion,  more  than  1  Vi  times  E.W.  Scripps'  cur- 
rent market  value. 

At  the  same  time,  McCaw  was  talking  to  Affiliated 
about  selling  their  Oregon  cable  partnership  to  invest  in 
additional  cellular  franchises.  This  left  Taylor  in  a  quanda- 
ry: Affiliated's  directors  were  just  growing  comfortable 
with  their  move  into  cable.  Though  Affiliated  could  come 
up  with  the  money  to  buy  out  McCaw's  half  of  the  cable 
partnership,  Taylor  didn't  have  anyone  to  run  it. 

So  in  1986  Affiliated  put  up  $70  million  in  notes  and 
cash  and  became  McCaw's  half  partner  in  the  new  cellular 
business.  At  this  point  Affiliated's  total  investment  in 
McCaw  came  to  $82  million. 

Taylor  was  in  good  company  in  his  uncertainty  over 
McCaw's  cellular  gamble.  After  acquiring  9%  of  Affiliated 
in  the  mid-1970s,  Warren  Buffett  sold  out  in  1986  at  a  $60- 
million-plus  profit.  Had  he  held  on,  he  would  have  a  paper 
profit  of  over  $260  million  at  current  prices  for  McCaw 
and  Affiliated  shares.  Says  Buffett  of  selling  his  stake:  "It 
was  one  of  those  great  dumb  decisions." 

But  McCaw  soon  turned  into  a  golden  albatross  around 
Affiliated's  neck.  As  it  bought  cellular  licenses  and  built 
its  systems — and,  with  Michael  Milken's  help,  borrowed 
huge  sums — McCaw  lost  hundreds  of  millions  of  dollars. 
Affiliated  had  to  report  its  share  of  the  losses;  this  kept  its 
stock  price  down.  But  as  cellular  grew  hot,  the  market 
value  of  McCaw  (which  went  publu  in  August  1987)  rose 
rapidly.  Soon  Affiliated's  stake  in  McCaw  was  worth  more 
all  of  Affiliated — Affiliated  wasn't  so  much  a  newspa- 


Globe  Executive  Editor  Ben  Taylor 
The  heir  apparent. 


per  publisher  as  a  cheap  way  to  buy  McCaw. 

This  was  not  a  happy  state  of  affairs.  In  essence,  it  meant 
that  Affiliated  was  vulnerable  to  raiders:  The  Taylor  and 
Jordan  trustees  would  find  it  difficult  to  turn  down  an 
unsolicited-but-nch  offer  for  the  company  and  still  fulfill 
their  fiduciary  responsibilities  to  the  trusts'  far-flung  bene- 
ficiaries. Moreover,  Affiliated's  growing  market  value  was 
forcing  the  families'  trustees  to  sell  Affiliated  stock  in 
order  to  diversify  the  trusts'  portfolios. 

In  short,  thanks  to  the  wild  success  of  the  McCaw 
investment,  the  Taylors  and  Jordans  were  again  in  danger 
of  losing  control  of  Affiliated.  Last  summer's  spinoff  of  the 
McCaw  holding  solved  the  problem  by  bringing  Affiliat- 
ed's McCaw  values  into  the  open,  and  in  a  liquid  state  for 
any  Taylor  or  Jordan  heir  who  needed  money. 

Under  provisions  of  the  voting  trust,  beginning  in  Janu- 
ary the  Taylors  can  sell  up  to  one-third  of  their  McCaw 
stock  annually.  Because  the  Jordans'  ownership  is  concen- 
trated among  12  beneficiaries  (who  now  have  over  $600 
million  worth  of  McCaw  stock  to  share),  the  irs  imposed 
more  restrictive  sales  limits  in  exchange  for  a  favorable  tax 
ruling.  As  with  their  Affiliated  holdings,  sales  of  McCaw 
stock  will  be  limited  to  4%  annually. 

In  addition,  the  Jordans  must  link  any  McCaw  sales 
with  an  equal  percentage  sale  of  their  Affiliated  stock  for 
three  years.  Thereafter,  the  Jordans  are  free  to  sell  their 
McCaw  shares  using  secondary  offering  rights  they  won  in 
negotiating  the  spinoff.  (The  Jordan  trustees  have  already 
trimmed  their  equity  stake  in  Affiliated  from  30%  to  23% 
in  the  past  five  years.)  The  Jordans  will  likely  continue 
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Globe  Business  Manager  Steve  Taylor 
A  strong  choice  for  president. 


their  five-year  practice  of  annually  swapping  2%  to  3%  of 
the  trust's  Affiliated/McCaw  shares  for  U.S.  Treasurys 
until  the  sales  restrictions  expire  in  1992. 

The  McCaw  spinoff  will  allow  Bill  Taylor  to  return  to 
his  goal  of  expanding  Affiliated's  revenue  base  beyond  the 
mature  Globe.  While  Boston's  economic  slowdown  has 
shrunk  advertising  lineage  10%  over  last  year  at  both  the 
Globe  and  Rupert  Murdoch's  Herald,  the  Herald  is  taking 
high-margin  classified  business  away  from  the  Globe.  In 
addition,  both  papers  have  lost  affluent  suburban  readers 
to  the  dozen  increasingly  competitive  community  papers 
that  now  ring  Boston.  Globe  editor  John  Driscoll,  55,  is 
fighting  back  with  various  regional  editions  and  inserts  of 
his  own.  But  Affiliated  clearly  doesn't  want  all  its  eggs  in 
the  Globe  basket. 

After  suffering  a  spate  of  dead  ends  with  investments  in 
radio  stations,  videotex  and  bungled  attempts  to  buy  the 
Milwaukee  Journal  and  the  New  Haven  Register,  Taylor 
bought  Billboard  Publications  in  1987.  He  followed  up  by 
buying  the.  Hollywood  Reporter  last  year.  Affiliated  also  has 
high  hopes  for  an  entertainment  news  wire  and  data  ser- 
vice that  Billboard  will  begin  marketing  this  fall.  One 
school  of  Affiliated-watchers  believes  that  the  Taylors 
want  to  take  the  company  private,  now  that  Affiliated  has 
separated  itself  from  McCaw.  At  recent  market  prices  for 
Affiliated  Publications,  the  Taylors  and  Jordans  would 
have  to  sell  little  more  than  half  of  their  $1  billion  of 
McCaw  stock  to  buy,  for  cash,  the  45  million  Affiliated 
shares  they  don't  already  own. 

In  fact,   Affiliated   is   already   slowly   reverting   to   a 


family  company.  Last  year  the  stock  was  split  into  two 
classes.  Only  the  Class  A  stock  with  one-tenth  the 
voting  power  is  available  to  new  public  investors;  when 
Class  B  stock  with  more  votes  is  sold,  it  is  converted 
into  the  publicly  traded  Class  A  stock.  Thus,  if  family 
members  don't  sell,  the  public's  votes  will  be  diluted, 
and  the  families  will  once  again  control  most  of  the 
votes.  Indeed,  though  the  Taylors  and  Jordans  have  sold 
some  300,000  shares  over  the  last  year  or  so,  their  voting 
control  has  risen  from  51%  to  64%. 

This  increases  Bill  Taylor's  power  considerably.  He 
wields  much  influence  over  how  the  other  Taylors  vote 
their  shares  through  his  role  as  a  cotrustee  of  several  of  the 
Taylor  family's  trusts.  And  though  most  family  members 
rarely  get  together — much  less  consult  with  one  another 
about  their  Affiliated  stock — Bill  Taylor  has  spent  much  of 
his  time  as  publisher  getting  to  know  individual  family 
members  and  working  to  gain  their  confidence  in  his 
ability  to  look  out  for  their  interests.  Indeed,  some  of  the 
family's  senior  shareholders  receive  weekly  phone  calls 
from  Taylor. 

Bill  Taylor  also  serves  as  one  of  three  trustees  for  the 
Jordan  Voting  Trust,  and  so  has  a  lot  of  say  over  what  the 
Jordans  will  do  with  the  company. 

Affiliated,  in  short,  remains  a  harmonious  family  affair. 
Besides  Bill  Taylor  and  his  father,  Davis,  81,  who  still 
comes  to  the  office  five  days  a  week,  there  are  three  fourth- 
and  fifth-generation  Taylor  cousins  working  their  way  up 
the  management  ladder.  Benjamin  Taylor,  42,  came  to  the 
Globe  in  1972  after  being  a  Vista  volunteer,  a  copyboy  at 
the  Was/jington  Star  and  the  San  Francisco  Chronicle,  and 
reporting  at  the  Middlesex  News.  Nearly  all  his  time  has 
been  spent  on  the  news  side,  advancing  from  general 
assignment  and  political  reporting  to  assistant  executive 
editor  in  1987.  Last  year  he  was  promoted  to  executive 
editor  and  now  runs  the  Globe's  day-to-day  operations.  Ben 
Taylor  and  Globe  editor  Jack  Driscoll  are  now  battling  for 
influence  over  the  paper's  future.  Says  a  former  employee, 
"When  it  comes  to  deciding  what  to  put  on  page  one  or 
who  should  cover  the  State  House,  Ben  makes  the  deci- 
sions." In  all  likelihood,  Ben  will  move  to  the  front  office, 
perhaps  as  general  manager,  in  January  1991,  and  lead 
Affiliated  after  Bill  Taylor  retires. 

Ben  Taylor's  second  cousin,  Stephen  Taylor,  38,  joined 
the  Globe  in  1980  for  a  two-year  training  program  after 
seven  years  of  working  for  a  sailmaker  and  training  as  a 
member  of  the  U.S.  sailing  team  for  the  boycotted  Moscow 
Olympics.  He  was  named  Globe  business  manager  in  June 
1988.  It  is  thought  that  Steve  might  eventually  be  named 
president  of  the  Globe.  Steve  Taylor's  father,  Charles,  61,  a 
former  Yale  provost  and  practicing  Jungian  psychothera- 
pist, serves  with  Bill  Taylor  on  Affiliated's  nine-member 
board  of  directors.  Another  cousin,  Alexander  Hawes  Jr., 
42,  is  an  assistant  managing  editor. 

The  only  wild  card  in  the  Taylor  succession  plan  is  Ben's 
older  brother,  David  Taylor,  44,  who  left  the  Globe  in  the 
early  1970s  and  now  edits  the  Philadelphia  Inquirer's  New 
Jersey  edition.  David  built  a  reputation  as  one  of  the 
Globe's  rising  new  reporters  in  the  late  1960s  until  he 
heeded  former  Globe  editor  Thomas  Winship's  advice  to 
get  experience  outside  the  family  business.  When  he  in- 
quired about  returning  to  the  Globe  in  1982,  Bill  Taylor  let 
him  know  there  were  too  many  Taylors  already  at  the 
paper.  Bill  Taylor's  middle  son,  Ned,  is  said  to  be  joining 
the  advertising  department  of  the  San  Jose  Mercury  News. 

Whatever  direction  Affiliated  takes,  it  is  clear  that  Bos- 
ton's old-line  Taylors  and  Jordans  will  be  in  command — all 
thanks  to  their  investment  in  an  obscure  Seattle  entrepre- 
neur whose  business  they  barely  understood.  ■ 
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Bill  Simon  is  still  a  member  of  The  Forbes  Four  Hundred,  but  his 
old  partner  Ray  Chambers  dropped  off  after  going  to  work  with 
some  of  the  country's  most  disadvantaged  children — an  invest- 
ment he  thinks  could  pay  off  50-to-l. 


Ready  to  roll 


By  Ralph  King  Jr. 


At  2  a.m.  on  a  humid  August 
night,  "posses"  of  adolescent 
i  drug  dealers  loiter  in  jogging 
suits  and  gold  chains  along  trash- 
strewn  side  streets.  Their  lookouts 
are  as  young  as  4.  Before  the  night  is 
over,  20  cars  will  be  stolen,  some  by 
thieves  not  yet  in  their  teens.  Wel- 
come to  Newark,  N.J. 

It  is  probably  already 
too  late  to  do  much  for 
Newark's — and  other  big 
cities' — hardened  teen- 
agers. But  what  of  the  lit- 
tle kids  they  hire  as  look- 
outs, or  otherwise  influ- 
ence by  their  presence- 
Says  Stephen  Adubato,  di- 
rector of  a  social  service 
center  in  Newark  for  the 
past  19  years:  "Planted  in 
our  society  now  there  is 
not  just  a  seed,  but  a  sap- 
ling of  destruction  of  our 
whole  way  of  life.  That's 
why  what  Ray  Chambers 
has  done  is  so  important. 
If  Ray  succeeds  here, 
that's  going  to  be  a  beacon 
to  others." 

Raymond  Chambers  used  to  be  well 
known  as  the  centimillionaire  side- 
kick of  former  Treasury  Secretary 
William  E.  Simon  in  their  leveraged 
buyout  firm,  Wesray  Capital  Corp. 
After  five  years  each  of  them  had 
amassed  some  $200  million;  they 
both  were  members  of  The  Forbes 
Four  Hundred  in  1986.  Simon  is  still 
on  the  list.  Chambers  isn't. 

Did  Chambers  blow  his  fortune? 
Hardly.  He  has  redirected  it  toward 
building  a  realistic  alternative  for 
young  children  growing  up  on  the 
streets  of  Newark.  Chambers  has  per- 


work  and  contributions  have  put  his 
net  worth  well  below  this  year's 
Forbes  Four  Hundred  minimum  of 
$275  million. 

Chambers  is  not  in  this  for  the  pub- 
licity. He  avoids  the  press.  No  inter- 
views, no  photographs.  But  people 
close  to  Chambers  say  he  is  consumed 
with  making  the  Newark  program 
work — that  by  comparison,  business 


Raymond  Chambers  (in  1983),  bis  childlxxxi  ix>me 
Newark  changed,  and  not  for  the  better. 


suaded  Forbes  that  his  philanthropic 


deals  arc  far  less  challenging. 

From  the  start,  Chambers  decided 
to  spend  time  as  well  as  money.  He 
drove  around  the  Newark  neighbor- 
hood where  he  grew  up — the  son  of  a 
steel  warehouse  office  manager  living 
in  a  cramped,  four-family  house — and 
he  asked  a  lot  of  questions.  The  statis- 
tics stunned  him.  Well  over  half  of 
Newark's  estimated  55,000  children 
under  9  are  born  to  unwed  mothers, 
many  of  whom  are  in  their  teens.  By 
the  age  of  8,  many  have  already  tried 
drugs.  One  in  13  boys  will  die  from 
violence  or  drugs  before  age  20. 

The  city  offers  little  for  families. 
There  is  no  family  movie  theater,  no 


bowling  alley,  no  roller  rink.  Some  of 
its  municipal  recreation  centers  have 
been  closed  for  15  years.  Chambers, 
now  47,  could  see  rubble  still  left  over 
in  1986  from  the  1967  race  riots — 
which  he  witnessed  as  an  accountant 
fresh  out  of  college — that  left  26  dead 
and  entire  blocks  in  ruins. 

Chambers  went  into  motion.  He  set 
up  a  program  called  Ready  (for  Rigor- 
ous Educational  Assis- 
tance for  Deserving 
Youth)  that  will  scoop  up 
1,000  elementary  school 
kids  (500  are  enrolled  to 
date),  fully  7%  of  all  first-, 
second-  and  third-graders 
in  Newark.  Chambers 
was  inspired  by  Eugene 
Lang's  "I  Have  a  Dream" 
program.  Lang  is  the  New 
York  businessman  who 
promised  to  pay  college 
tuition  for  61  Harlem 
sixth-graders  if  they  grad- 
uated from  high  school. 
So  far,  about  half  have 
made  it  to  college. 

But  Chambers  has  gone 
several  steps  further  by 
going  backwards.  He  fig- 
ured a  sixth-grader  who  has  already 
been  loose  for  years  on  Newark 
streets  is  probably  beyond  his  influ- 
ence. He  set  out  to  reach  kids  6,  7  and 
8  years  old.  Ready  will  pay  for  their 
education  through  college.  Currently, 
nearly  half  of  the  Ready  kids  are  en- 
rolled in  parochial  schools — as  many 
as  these  schools  can  handle — and  half 
in  the  public  system. 

Ready  will  also  pay  for  structured 
activities  after  school,  on  Saturdays, 
and  during  the  summer.  These  after- 
school  programs  are  aimed  at  giving 
the  children  options  and  a  different 
outlook — instruction  in  ethics,  entre- 
preneurism,  proper  English  diction, 
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Ready  coarchitect  Barbara  Wright  Bell  with  Ready  kids 
"These  kids  have  never  believed  in  anything." 


and  etiquette;  diversions  like  field 
trips  and  even  golf  lessons;  and  also 
regular  physical  exams.  Ready  will 
feed  the  kids,  too,  when  necessary. 

Chambers  wanted  to  bring  in  the 
children  least  likely  to  make  it  on 
their  own.  He  and  his  staff  looked  for 
children  of  alcoholics,  welfare  moth- 
ers, the  homeless.  In  a  world  where 
teenagers  can  easily  make  $1,000  a 
week  selling  crack,  he  wanted  to  pro- 
vide more  visible  incentives  than  a 
distant  college  diploma.  And  he  want- 


ed to  make  sure  they  had  a  good  rea- 
son to  come  home  after  college. 

Chambers'  solution:  For  those  who 
stick  with  his  program  (fulfill  school 
requirements  and  faithfully  attend 
Ready  sessions,  but  not  necessarily 
graduate  from  college),  he  plans  to 
offer  equity  in  operating  businesses 
that  are  being  started  in  Newark  or 
acquired  and  relocated  there.  These 
are  businesses  the  kids  will  be  able  to 
visit  and  see  as  they  grow  up.  Busi- 
nesses paid  for  by  Chambers  and  now 


part  of  Ready  include  a  printing  com- 
pany, an  ad  agency,  a  direct-mail  firm 
and  a  franchise  sandwich  shop.  They 
employ  some  parents  and  older  sib- 
lings of  the  Ready  kids. 

By  next  summer,  Newark  will  fi- 
nally have  a  family  movie  theater, 
built  by  Chambers  and  operated  by 
Cineplex  Odeon  Corp.  As  part  of  the 
extracurricular  program,  students 
will  be  able  to  take  lessons  in  running 
these  and  other  businesses. 

"These  are  kids  who  have  never 


Reciting  the  Ready  pledge 

"They  need  order  around  them. 


After-school  instruction 

Etiquette,  proper  English  and  ethics. 
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In  our  experience,  there  are  really 
two  kinds  of  money  problems 
an  organization  has  to 
worry  about. 

Too  much  of  it, 

and  not  enough  of  it. 

At  Continental 

Bank,  we  think  even 

two  problems  are  two  too 

many.  So  we've  developed 

a  technique  for  solving  both 

If  this  is  your  firm's  0fthematonce 

problem,  we'd  like  you  to  meet     T,     , 

1  "  ^.  J     *  Ihrough  our 

innovative  approach  to 
corporate  finance,  we  bring  together  good,  solid  companies  who  have  more  capital 
than  they  need,  and  good,  solid  companies  who,  for  the  moment,  need  more 
capital  than  they  have.  One  party  invests,  the  other  borrows,  and  we  set  up  and 
administer  the  transaction. 

There  is,  undeniably,  a  certain  appealing  symmetry  to  the  arrangement. 


that  firm  over  there. 


It  brings  to  mind  yin  and  yang,  teeter  and  totter,  Abbott  and  Costello. 

If  you're  the  borrower,  you'll  gain  access  to  a  wider  range  of  terms  than 
traditional  financing  could  provide.  And  if  you're  the  investor,  you  can  probably 
anticipate  a  more  generous  return. 

\et  we  still  look  after  you  from  beginning  to  end.  Which  means  that  when 
you  work  with  us,  your  company  will  always  be  matched  with  a  firm  well- suited  to 
your  interests. 

As  a  rule,  the  financial 
community  hasn't 
exactly  jumped  on 
the  Continental  bandwagon. 
They'd  prefer  to  ,     ^ thlS  K  VOUT  filMl'S 

.    ,  , ,       problem,  wed  like  you  to  meet 

continue  holding  J^  1  r*  1 

that  firm  over  there. 

investments,  and  issuing 

loans,  themselves.  Even  though  it  can  be  less  efficient  for  them,  and  less  beneficial 

for  you.  Well,  go  figure. 

And  while  you're  figuring,  call  us  at  (312)  828-5799,  where  a  Continental 
banker  will  explain  our  approach  more  fully.  Whether  you  need  to  invest  or  borrow, 

there's  someone  we'd  like  you  to  meet.  Us.   WJl  ContltlGtltdl  Bdllk 

A  new  approach  to  business." 
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believed  in  anything,"  says 
Barbara  Wright  Bell,  chief  ex- 
ecutive officer  of  the  Boys'  and 
Girls'  Clubs  of  Newark,  and 
coarchitect  of  the  Ready  pro- 
gram. "They  need  order 
around  them.  They  have  to 
know  that  what  they  do  mat- 
ters and  that  people  care  about 
them.  That  takes  small  begin- 
nings on  many  fronts." 

Until  recently,  talk  of  order 
and  discipline  was  often  con- 
demned as  reactionary.  But 
now  even  liberal  educators, 
some  of  whom  sit  on  Ready's 
board,  have  come  around.  The 
Newark  kids  regularly  recite  a 
Ready  pledge,  and  wear  uni- 
forms in  the  shape  of  Ready 
sweatshirts.  They  meet  at 
least  once  a  month  with  a 
counselor  from  a  group  of  vol- 
unteers, mostly  employees  of 
Newark's  six  big  companies, 
including  Blue  Cross/Blue  Shield  of 
New  Jersey  and  Mutual  Benefit  Life 
Insurance  Co.  And  they  have  had  fam- 
ous visitors,  such  as  President  Bush, 
Paul  Newman  and  Mike  Tyson. 

To  fund  the  program,  Chambers  en- 
dowed the  Ready  Foundation  with 
$10  million— $10,000  per  child. 
That's  about  twice  Lang's  per-head 
investment,  but  Ready  starts  earlier 
and  fills  in  more  gaps  created  by  pov- 
erty and  chaos  at  home.  The  income 
more  than  covers  Ready's  $500,000 
annual  operating  budget — school  tu- 
itions and  salaries  of  14  instructors 
and  three  administrators,  who,  for  ex- 
ample, will  call  a  child's  home  every 
day  he  or  she  is  late  or  absent.  It  also 
pays  for  the  use  of  recreational  and 
instructional  facilities  around  the  city 
operated  by  the  Boys'  and  Girls'  Clubs 
of  Newark,  of  which  Chambers  is  the 
chairman  and  largest  benefactor.  It 
even  pays  for  seven  vans  to  transport 


Golf  lessons  at  the  Boys'  Clubs 
Middle  class,  by  design. 


kids  whose  parents  can't  bring  them 
to  the  clubs. 

No  one  who  works  with  young  peo- 
ple will  be  surprised  to  hear  that 
Ready's  Achilles'  heel  is  the  kids'  par- 
ents. "Just  because  we  are  ready  with 
a  program  doesn't  mean  they  are 
ready  to  receive  it,"  says  Bell.  "In 
most  cases,  if  you  lose  the  parent,  you 
lose  the  kid."  About  20%  of  those 
enrolled  last  year  have  dropped  out,  or 
been  asked  to  leave  the  program  this 
school  year.  That  came  as  crushing 
news  to  Chambers.  But  the  fact  is, 
many  of  the  parents  are  unable  or 
unwilling  to  take  an  active  role. 
Chambers  has  had  to  face  the  reality 
that  Ready  cannot  also  act  as  parents 
to  every  student. 

To  cut  down  on  dropouts,  Ready 
now  conducts  thorough  candidate 
screenings  and  offers  incentives,  like 
extra  field  trips,  for  class  attendance. 
Ready  is  trying  to  bring  the  parents,  or 


■-■  ■■■■  •■ 


Sen>ers  at  Jersey  Mike's  sandwich  shop 
Real  business  incentives. 


parent  surrogates,  into  the  pro- 
gram more.  The  adults  must 
attend  monthly  meetings. 
They  are  also  encouraged  to 
volunteer  for  things  like  pre- 
paring the  annual  Christmas 
dinner  and  staffing  the  used- 
clothing  store  at  one  of  the 
Boys'  Clubs.  If  that  sounds 
hopelessly  Middle  America, 
that's  precisely  the  point. 

Alfreda  Trusty,  26,  a  welfare 
mother  of  three,  is  one  who 
signed  up.  She  lives  in  a  four- 
room  apartment  in  a  high-rise 
project  so  dangerous  she  is 
afraid  to  go  outside.  Her  9- 
year-old  daughter,  Alexis, 
"was  wild  and  knot-headed," 
she  says.  But  "after  one  year, 
she  has  learned  responsibility 
and  respect  and  most  of  all  to 
respect  herself.  They  love  her 
there."  Ms.  Trusty  pitches  in 
whenever  she  can  at  Ready, 
and  Alexis  has  missed  few  sessions. 

Another  parent  is  Patricia  Bryant, 
whose  9-year-old  daughter  BeLara  en- 
rolled in  1987,  the  year  Patricia's  hus- 
band died  and  the  year  before  the  fa- 
mily's house  burned  down.  "It's  hard 
to  keep  from  busting  out  all  over 
about  what  Ready  has  done  for  us," 
says  Patricia.  "They  have  affected  so 
many  aspects  of  our  lives.  Already,  a 
lot  of  people  want  to  get  in." 

If  Ready  works  and  is  copied, 
Chambers  will  have  done  quite  a  bit 
for  society  as  a  whole.  According  to 
Chambers'  research,  for  every  person 
who  winds  up  on  welfare,  in  jail,  or 
committing  crimes  to  fund  drug  ad- 
diction, society  shells  out  at  least  $1 
million  during  his  or  her  lifetime. 
And  that  takes  no  account  of  the  trag- 
edy of  a  wasted  life,  the  country's 
need  for  skilled  workers,  or  the  honest 
wages  he  or  she  might  have  earned 
and  taxes  he  or  she  might  have  paid. 
In  this  context,  Chambers'  $10,000 
per  child  looks  like  a  shrewd  invest- 
ment. Assuming  one  of  every  two 
Ready  kids  can  be  saved  from  going 
down  the  wrong  track,  then  $1  invest- 
ed now  could  save  society  $50  later. 

It  will  be  several  years  before  Ready 
can  get  a  meaningful  report  card.  But 
don't  say  that  to  Rodger  Colbert,  10, 
who  learned  a  bit  about  supply  and 
demand  and  profit  margins  and  start- 
ed peddling  candy  on  his  own.  Rod- 
ger's father  is  in  jail,  and  his  12-year- 
old  sister  has  a  learning  disability.  But 
Rodger,  entering  his  third  year  in 
Ready,  is  two  grades  ahead  of  his  class 
in  reading  comprehension  and  gets 
straight  As.  What  does  Rodger  want  to 
be  when  he  grows  up?  "I  want  to  own 
a  computer  business."  ■ 
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Even  in  a  materialistic  age,  many  wealthy 
people  contribute  handsomely  to  charities 
and  other  good  works.  This  new  Forbes 
Four  Hundred  feature  names  names. 


Gift  list 
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T|  his  may  be  the  Bonfire  of  the 
Vanities  Age,  but  it  is  punctuat- 
ed by  many  moments  of  private 
philanthropy  on  a  large  scale.  The  50 
individuals  and  couples  below  gave  or 
pledged  $2  million  or  more,  some- 
times much  more,  in  1988  or  to  date 
in  1989 — a  total  exceeding  half  a  bil- 
lion dollars.  Of  the  group,  21  are 
Forbes  Four  Hundred  members. 

They  are  the  tip  of  the  iceberg. 
Charity  is  a  well-established  industry 
in  the  U.S.,  with  a  long  history  and  a 
solid  place  in  American  society.  Indi- 
viduals account  for  about  90%  of  all 
philanthropic  giving,  far  more  than 
corporations  and  foundations  com- 
bined, and  if  it  could  all  be  added 
together,  it  would  no  doubt  total  in 


Brian  Ajhar 

the  multiple  billions  of  dollars.  The 
blockbuster  donations  go  overwhelm- 
ingly to  established  universities,  cul- 
tural and  medical  institutions,  where 
fundraisers  sponsor  aggressive  capital 
campaigns,  actively  solicit  contribu- 
tions from  wealthy  alumni — and  pe- 
ruse The  Forbes  Four  Hundred  roster 
for  potential  donors.  "People  don't 
give  unless  they're  asked,"  says  fund- 
raising  consultant  Arthur  C.  Frantz- 
reb.  "It's  a  matter  of  careful  market- 
ing and  merchandising  to  the  right 
people." 

When  he  says  marketing,  Frantzreb 
means  that  organizations  develop  dif- 
ferent gift  opportunities  to  appeal  to  a 
variety  of  donors.  These  gifts  can 
bring  the  giver  social  status  as  well  as 


provide  an  asset  that  will  outlive  the 
donor.  Big  gifts  tend  to  be  widely  pub- 
licized— a  new  wing  of  an  art  gallery 
named  after  a  big  philanthropist,  an 
endowed  chair  for  an  alumnus'  favor- 
ite professor,  a  fellowship  program 
named  after  its  sponsor. 

But  vanity  is  far  from  the  whole 
story.  Many  philanthropists  insist  on 
anonymity.  Most  people  give  because 
they  simply  want  to  see  a  job  done — 
cancer  cured,  children  educated,  the 
weak  and  helpless  succored  or  pro- 
tected— and  feel  they  have  more  than 
enough  money  to  help  out. 

The  donations  below  are  not  given 
to  foundations,  where  the  donors  may 
retain  some  control  over  the  money. 
Nor  are  they  bequests,  given  from  the 
donor's  estate  after  he  or  she  is  gone 
and  has  no  further  personal  use  for  the 
money.  And  they  are  certainly  not 
political  donations.  These  are  gifts 
freely  given. 

This  initial  edition  of  the  Forbes 
Honor  Roll  is  far  from  complete,  but 
it  is  substantial  enough  to  provide  a 
sense  of  American  philanthropy.  In 
helping  us  compile  this  listing,  we  are 
especially  grateful  to  three  people 
who  make  it  their  business  to  track 
philanthropy  in  the  U.S.  for  profes- 
sionals in  the  field:  fundraising  con- 
sultant George  A.  Brakeley  Jr.,  of 
Brakeley,  John  Price  Jones  Inc.;  Na- 
than Weber,  at  the  American  Associa- 
tion of  Fund-Raising  Counsel;  and  Ar- 
thur C.  Frantzreb,  a  private  consul- 
tant. (*  means  member  of  this  year's 
Forbes  Four  Hundred.) 

Albert  B.  Alkek,  owner  of  Alkek  Oil 
Corp.  $25  million  to  Baylor  College  of 
Medicine  in  Houston  to  kick  off  the 
college's  fundraising  drive. 

*  Paul  G.  Allen,  cofounder,  Micro- 
soft. $10  million  to  the  University  of 
Washington  for  an  addition  to  the 
main  library,  named  after  his  father. 

Lani  and  Herbert  Alpert,  musician. 
$2.5  million  to  the  University  of 
Southern  California  School  of  Music 
to  build  a  concert  hall. 

*  Walter  Annenberg,  Triangle  Pub- 
lications. $2  million  to  Howard  Uni- 
versity in  Washington,  D.C.  for  the 
School  of  Communications;  $10  mil- 
lion for  the  history  department  at  the 
University  of  Pennsylvania. 

Anne  and  *  Robert  Bass.  $4  million 
to  Smith  College  for  a  science  center. 

Mercedes  Bates,  retired  General 
Mills  executive.  $3  million  to  Oregon 
State  University  for  the  College  of 
Home  Economics  and  the  construc- 
tion of  a  family  study  center. 

Jean  and  Anson  M.  Beard  Jr.  $3  mil- 
lion to  Wheaton  College  for  a  venture 
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capital  fund  to  help  the  women's  col- 
lege go  coed. 

Prentice  Bloedel,  retired  director, 
MacMillan  Bloedel,  Ltd.  $5  million  to 
University  of  Washington  School  of 
Medicine  to  develop  a  hearing-re- 
search center. 

Edra  Brophy  and  William  Gillespie. 
$8.5  million  to  the  University  of  Cali- 
fornia at  Irvine  for  a  20-year  trust  to 
be  donated  to  the  medical  college. 

Iris  and  B.  Gerald  Cantor,  chair- 
man, Cantor,  Fitzgerald.  $3.5  million 
to  the  Brooklyn  Museum  for  renova- 
tion. $2.5  million  for  galleries  at  the 
Metropolitan  Museum  of  Art. 

Carol  and  fames  Collins,  chairman, 
Collins  Food  International,  and  Max- 
ine  and  Eugene  S.  Rosenfeld,  presi- 
dent, Miden  Corp.  $10  million  to 
ucla's  John  E.  Anderson  Graduate 
School  of  Management. 

William  and  Camille  Cosby.  $20 
million  to  Atlanta's  Spelman  College 
for  an  academic  center  and  endow- 
ment fund;  $800,000  to  Meharry  Med- 
ical College  in  Nashville,  Term. 

*  Hugh  F.  Culverhouse,  owner, 
Tampa  Bay  Buccaneers.  $2.5  million 
to  the  University  of  South  Florida  to 
create  chairs  for  Ophthalmology, 
Esophageal  Disorders  and  Education, 
and  a  distinguished  professorship  and 
endowed  scholarship  for  social  and 
behavioral  sciences. 

Bill  Daniels,  chairman,  Daniels  & 
Associates.  $10  million  to  University 
of  Denver,  College  of  Business 
Administration. 

Elisabeth  Kaiser  and  Stanton  W. 
Davis.  $10  million  to  Wellesley  Col- 
lege for  financial  aid,  expansion  of  a 
science  center,  a  new  student  dining 
hall  and  dorm  renovation. 

*  Shelby  C.  Davis  and  Kathryn  Was- 
serman  $5  million  to  establish  a  new 
art  museum  and  cultural  center  at 
Wellesley  College. 

*  Edward  J.  DeBartolo.  $33  million 
to  the  University  of  Notre  Dame  for  a 
classroom  building,  performing  arts 
center  and  new  quadrangle. 

Betty  and  Oliver  Elliott,  chairman, 
National-Spencer.  $7.6  million  to 
Wichita  State  University. 

P.T.  and  William  B.  Farinon.  $11 
million  to  build  and  endow  a  student 
recreational  and  dining  facility  at  La- 
fayette College. 

*  Donald  and  Doris  Fisher,  Gap 
stores.  $5  million  to  Princeton  Uni- 
versity for  the  construction  of  a  new 
building  to  house  the  economics 
department. 

*  Max  Martin  Fisher,  worth  some 


$440  million,  donates  a  significant 
portion  of  his  considerable  (but  undis- 
closed) income  to  various  causes. 

Lyla  A.  Fluke,  widow  of  John  M. 
Fluke  Sr.  $5  million  to  the  University 
of  Washington  to  establish  the  John 
M.  Fluke  Endowed  Technology  Fund. 

J.B.  Fuqua,  senior  chairman,  Fuqua 
Industries.  $4  million  to  Duke  Uni- 
versity to  develop  an  education  pro- 
gram for  Soviet  managers  at  the  Fuqua 
School  of  Business. 

Harry  J.  Gray,  former  chairman, 
United  Technologies.  $3  million  un- 
restricted gift  to  the  University  of 
Hartford. 

Haas  family  of  Levi  Strauss  &  Co. 
$15  million  to  the  University  of  Cali- 
fornia at  Berkeley  toward  construc- 
tion of  a  new  building  for  the  business 
school. 

H.  Thomas  Hallowell  Jr,  chairman 
emeritus,  sps  Technologies.  $6  mil- 
lion to  Pennsylvania  State  University, 
of  which  $4.5  million  is  a  gift  of  a  50- 
acre  estate. 

Nancy  Hamon,  widow  of  indepen- 
dent oil  producer.  $5  million  to 
launch  capital  campaign  for  arts  li- 
brary at  Southern  Methodist  Univer- 
sity in  Dallas. 

*  Harry  and  Leona  Helmsley.  $33 
million  pledged  in  1986  to  N.Y.  Hos- 
pital-Cornell Medical  Center,  now  al- 
most completely  paid  out. 

Roger  Horchow,  Texas  entrepre- 
neur. $5  million  to  Yale  University 
for  the  renovation  of  a  residential 
college. 

Arthur  A.  Jones,  inventor  of  Nauti- 
lus exercise  equipment.  $8.5  million 
to  the  University  of  Florida. 

*  Henry  R.  Kravis.  $10  million  to 
Mount  Sinai  Medical  Center;  $10  mil- 
lion to  the  Metropolitan  Museum  of 
Art  for  a  new  wing  for  European 
sculpture  and  decorative  arts. 

*  Joan  B.  Kroc,  widow  of  Ray  Kroc, 
McDonald's  founder.  $6  million  to 
University  of  Notre  Dame  to  build  a 
center  for  the  study  of  international 
and  peace  issues. 

Goldy  and  Ralph  Lewis,  real  estate 
developer.  $5  million  to  the  Universi- 
ty of  Southern  California  for  the 
School  of  Urban  &  Regional  Planning. 

Betty  and  Robert  Lindner,  financial 
company  executive.  $2.75  million  to 
Judson  College  for  a  fitness  center. 

James  and  Mari  Michener.  Multi- 
million-dollar donation  of  art  collect- 
ed over  30  years:  the  couple's  collec- 
tion of  Japanese  prints  to  the  Honolu- 


lu Academy  of  Arts.  Their  American 
paintings  are  at  the  University  of  Tex- 
as at  Austin. 

*  Seymour  and  *  Paul  Milstein  and 
Gloria  Milstein  Flanzer.  $25  million 
to  Presbyterian  Hospital  at  Columbia 
Presbyterian  Medical  Center  for  a 
new  building. 

Albert  Nerken.  $7  million  to  Coo- 
per Union's  $45  million  fund  drive,  to 
be  used  for  the  engineering  school. 

*  Ronald  O.  Perelman.  $10  million 
pledged  to  build  a  student  center  at 
the  University  of  Pennsylvania,  to  be 
called  the  Revlon  Campus  Center. 

Harley  F.  Shuford  Sr.  family.  $2.5 
million  to  Lenoir-Rhyne  College's 
capital  campaign. 

*  Harold  Simmons,  billionaire 
founder  of  Valhi  Inc.  $41  million  to 
the  University  of  Texas  Southwestern 
Medical  Center  at  Dallas  for  cancer 
research. 

*  Saul  Steinberg.  $25  million  to  the 
University  of  Pennsylvania,  of  which 
$15  million  goes  to  the  Wharton 
School  of  business,  the  rest  to  the 
English  department. 

*  Leonard  N.  Stern.  $30  million  to 
New  York  University's  business 
school,  named  in  his  honor. 

Dave  C.  Swalm.  $2  million  to  Mis- 
sissippi State  University  department 
of  chemical  engineering  for  student 
aid  and  equipment. 

*  Alfred  Taubman.  $15  million  to 
create  Taubman  Center  for  State  & 
Local  Government  at  jfk  School  of 
Government,  Harvard. 

*  Laurence  and  *  Preston  Tisch.  $  1 0 
million  to  the  Metropolitan  Museum 
of  Art  for  the  Tisch  Galleries  of  the 
Henry  R.  Kravis  wing;  with  families, 
$30  million  to  nyu  Medical  Center  for 
biomolecular  research. 

Gerald  Tsai  Jr.  $5.5  million  to  Bos- 
ton University  for  a  new  arts/perfor- 
mance center. 

Christopher  Whittle.  $5.2  million 
to  the  University  of  Tennessee  to  cre- 
ate 100  scholarships  for  high  school 
students  for  their  college  education. 

Malcolm  Wiener.  $7  million  to  en- 
dow a  center  for  poverty  research  at 
jfk  School  of  Government,  Harvard. 

John  B.  and  Helen  L.  Wilson.  $4.4 
million  to  University  of  Southern 
California  School  of  Dentistry. 

*  Mortimer  B.  Zuckerman.  $3  mil- 
lion to  Columbia  University  to  estab- 
lish a  graduate  fellowship  program 
with  students  from  the  U.S.,  the  Sovi- 
et Union  and  four  other  nations.  ■ 
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THE  STATE  OF  THE  STATE(S) 

OF TEXAS 

BOOM  TO  HYPER-BOOM 


By  Scott  Bennett 


In  the  years  following  World  War  II, 
and  especially  during  the  decade 
of  the  1960s,  Texas  experienced 
what  many  called  a  "boom."  In  retro- 
spect the  boom  was  really  solid, 
steady  growth  that  occurred  for  the 
right  reasons,  and  was  easily  accom- 
modated through  expansion  of  the 
existing  infrastructure. 

Companies  like  Shell  Oil  and 
Diamond  Shamrock  moved  to  Texas 
because  they  liked  a  central  mid-conti- 
nent location,  relatively  low  costs  of 
doing  business,  a  highly  motivated 
work  force,  an  excellent  system  of 


highways,  and  a  general  lack  of  the 
urban  nightmares  then  beginning  to 
engulf  older  American  cities. 

Then  came  the  oil  price  run-ups  of 
the  mid  1970s.  Suddenly  the  Texas 
economy  shifted  into  overdrive.  Texas 
was  caught  in  a  hyper-boom.  The 
results  were  predictable.  The  state's 
urban  areas  grew  too  fast  for  infra- 
structure expansion  to  catch  up.  Mil- 
lions of  newcomers  strained  public 
facilities  and  freeways  to  their  limits. 
Texas  "quality  of  life"  began  to  erode. 

What  didn't  lag  behind  was  build- 
ing. With  so  much  new  oil  wealth  pour- 


ing  into  the  state  an  enormous 
demand  for  industrial,  commercial, 
retail  space  and  housing  arose  that 
scores  of  developers  raced  to  meet.  At 
the  same  time  Congress  chose  to 
deregulate  savings  and  loans  and  a 
vast  new  source  of  construction  financ- 
ing became  available.  The  result  was 
that  developers  from  across  the  nation 
and  around  the  globe  rushed  to  get  in 
on  the  Texas  hyper-boom.  Where  a 
million  new  square  feet  of  office  space 
might  have  been  needed,  a  half  dozen 
developers  provided  it.  The  result: 
massive  overbuilding. 


A  few  words  on  Texas  business 

from  the  President  of 

Compaq  Computer  Corporation. 

"Thanks  a  billion'5 


Compaq  Computer  Corporation  reached  $1 
billion  in  revenue  faster  than  any  company  in  history. 
And  thev  did  it  in  Texas. 

J 

According  to  Rod  Canion,  President  of  Compaq, 
'There  was  never  any  question  about  where  to  start  this 
companv.  Texas  has  alwavs  been  a  pro  business  state. 
And  as  for  raising  a  family,  I  don't  think  there's  a  better 
place  in  the  world  for  that." 

Many  business  people  feel  the  same  way  about 
Texas.  For  a  lot  of  reasons:  Texas  is  a  right  to  work  state. 
There's  no  corporate  income  tax.  It's  centrally  located 
between  either  coast — and  between  Europe  and  Japan. 
Energy  and  property  costs  are  lower  than  most  states. 
-Rod  Canion,       And  Texas  has  the  third  largest  pool  of  scientists  and 

Presuientqf ^Compaq Contpitta- Corporation  PncrinPfTS  in  thf  COlinTTV 

Plus,  it's  a  great  place  to  live.  There's  plenty  of  warm  weather.  The  educational 
system  is  well  aoove  average.  Its  colorful  culture  encompasses  everything  from  western  lore  to 
Big  city  business. 

So  if  you're  thinking  of  relocating  vour  business  or  starting  a  new  business,  consider  Texas. 
Some  people  swear  by  us. 


Texas 

It's  Like  A  Whole  Other  Qnmtry. 


For  more  information,  call  1-512-320-9635.  Or  write  to  the 
Texas  Department  of  Commerce,  National  Business  Development,  EO.  Box  12728,  Austin,  Texas  78711. 


TDOC, National  Business  Development 
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REAL  ESTATE  PRICES  ARE 
TOP  BARGAINS 

Texas'  bad  fortune,  however,  is  the 
good  fortune  of  companies  through- 
out the  world.  Texas  today  offers  some 
of  the  finest  and  cheapest  commercial 
space  anywhere.  Housing  costs  are 
far  below  those  found  in  other  major 
American  urban  centers.  The  low  cost 
of  land  and  doing  business  in  Texas 
has  become  a  boon  to  businesses 
large  and  small  seeking  homes  or 
expansion  locations  to  serve  growing 
markets. 

According  to  Cushman  &  Wake- 
field, office  rentals  in  Texas  ranged 
from  a  high-end  of  $18  to  $40  in  down- 
town Dallas  and  $13  to  $20  in  down- 
town Houston,  to  lower  rentals  of  $9  to 
$18  in  the  Austin  Central  Business  Dis- 
trict and  $7  to  $15  in  San  Antonio's 
Central  Business  District.  Suburban 
rates  were,  of  course,  even  better  with 
Dallas  ranging  from  $8  to  $28,  Hous- 
ton from  $8.50  to  $19.50  and  Austin 
from  $7  to  $15.  These  compare  favor- 
ably with  Phoenix's  $15  to  $28,  Atlan- 
ta's $19  to  $27  and  Raleigh-Durham's 
$17  to  $20  for  downtown  office  space. 


TEXAS' 

BOOM  TO  HYPER-BOOM 


On  the  homestead  front,  a  study 
by  Wharton  Econometric  Forecasting 
Associates  of  average  home  prices  in 
the  100  largest  urban  areas  in  the  U.S. 
placed  Austin  32nd,  Dallas-Fort  Worth 
51st,  San  Antonio  80th,  Houston  89th 
and  El  Paso  92nd  on  the  list.  An  aver- 
age home  in  Houston  was  only 
$78,685  and  in  San  Antonio  $82,628. 


THE  REBUILDING  IS 
ALMOST  FINISHED 

An  infrastructure  that  was  admittedly 
strained  has  been  expanded  to  meet 
not  only  the  needs  of  recent  growth  but 
for  the  renewed  growth  Texas  is  now 
experiencing.  The  building  has  contin- 
ued because  Texans  are  inveterate 
optimists  who  believe  in  the  future  and 
are  willing  to  dig  deep  to  invest  in  it  with 
confidence. 

Individual  cities  have  moved  for- 
ward with  road  improvements  and  the 
development  of  mass  transit  systems. 
Houston  has  developed  a  widely 
acclaimed  interlocking  system  of  toll- 
roads,  contra-flow  lanes,  HOV  lanes 
and  light  rail.  The  Dallas  Metroplex  has 


The  Mustangs  of  Las 
Colinas.  GTE  recently 
announced  plans 
to  locate  more  than 
4,000  employees  at 
Las  Colinas,  in  Irving. 
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The  office  building  and  retail 
space  offerings  in  every  Texas  city  are 
top  caliber  products  offering  the  best 
construction,  prime  locations,  ac- 
claimed architecture  and  comfort- 
able landscaping.  In  every  Texas 
urban  area,  of  which  there  are  24 
SMSA's  with  a  population  of  100,000 
or  more,  there  is  class  A  space  availa- 
ble that  would  be  equivalent  to  class  B 
or  less  in  most  other  cities. 


the  Dallas  Area  Rapid  Transit  authority, 
an  exercise  in  cooperative  govern- 
ment among  more  than  a  dozen  com- 
munities,  building  a  similar  state- 
of-the-art  mobility  system. 

On  the  waterfront,  the  State  of 
Texas  and  local  cities  have  issued 
more  than  $1  billion  in  bonds  to  pay  for 
expanding  lakes  and  water  treatment 
facilities  to  assure  that  water  is  plentiful 
for  industrial,  residential  and  recrea- 


tional use  well  into  the  21st  century, 
even  with  restored  high-growth. 

TEXAS  EDUCATION: 
A  FIRM  FOUNDATION 

Texas  also  has  invested  heavily  in  edu- 
cation. Texans  know  full  well  that 
investing  in  human  capital  is  the  key  to 
future  dividends  for  the  state  and  for 
the  industries  to  which  Texas  is  home. 

Sweeping  education  reforms 
were  adopted  in  1984,  including  the 
get-tough,  no-pass,  no-play  rule  man- 
dating that  students  pass  their  aca- 
demic work  as  a  precondition  to 
participating  in  extracurricular  activi- 
ties, including  the  national  sport  of 
Texas— football.  Tough  student-to- 
teacher  ratios  were  established,  a 
career-ladder  bonus  system  for  out- 
standing teachers  was  established 
and  tough  graduation  standards 
were  set. 

Future  graduates  of  Texas  public 
schools  who  want  a  college  education 
will  have  some  of  the  best  universities 
in  the  world  to  choose  from.  There  are 
24  four-year  state  universities  and  37 
private  universities  offering  either  grad- 
uate or  undergraduate  degrees. 

Even  outside  the  vaunted  Univer-' 
sity  of  Texas  and  Texas  A&M  systems 
there  is  cutting  edge  work  being  done. 
At  Texas  Tech  in  Lubbock,  agricultural  ji 
research  is  continuing  the  green  revo- 
lution. And  it  was  at  the  University  of 
Houston  that  Dr.  Paul  Chu  made  his 
revolutionary  breakthrough  in  super- 
conductivity. 

The  state  well  understands  that 
the  nature  of  higher  education  has 
changed  and  that  the  mission  of  a  uni- 
versity now  includes  continuing  edu- 
cation, service  to  the  community, 
research  and  development  and  basic 
baccalaureate  schooling.  Accordingly 
it  supports  its  world-class  university 
faculty  with  world-class  facilities  and 
salaries.  It  also  supports  its  other  col- 
leges and  an  extensive  community 
college  system  with  funding  and 
innovation. 

THE  BEST  NEVER 
CHANGED 

Some  very  good  things  about  Texas 
haven't  changed.  Texas  still  ranks  a 
mere  35th  in  per  capita  state  and  local 
taxes,  and  Texas  doesn't  have  either  a 
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TheTexas  Economy 

Some  Of  The 
Bri^itest  Minds  Inlhe  State. 


Electronics  in  Austin.  Tourism  in  San  Antonio. 
Aerospace  in  Houston.  Telecommunications  in 
Dallas.  And  much  more  throughout  Texas. 

The  signs  of  a  sustained  economic  recovery 
can  be  found  everywhere,  including  the  one  place 
we  need  them  most.  The  classrooms  of  our  schools. 

There  students  and  teachers  alike  are  benefiting 
from  new,  more  vital  approaches  to  education. 
Approaches  preparing  today's  minds  for  tomor- 
row's work  force. 

Only  by  investing  in  our  human  resources 
can  we  hope  to  maintain  the  economic  growth, 
increased  competitiveness  and  improved  standard 


of  living  Texas  has  fought  so  hard  to  achieve. 

We're  also  implementing  ways  to  strengthen 
small  business  while  attracting  new  business. 
Helping  communities  identify  needs,  develop 
resources  and  create  new  opportunities. 

It's  part  of  a  plan  designed  by  the  brightest 
minds  in  business,  government  and  education. 

A  plan  to  keep  Texas  a  good  generation  ahead. 


©Southwestern  Bell 
Corporation 
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Courtney  Skinner  and  a  35 -person  team  used  a  Murata  fax  to  relay  weather  reports,  ice  and  snow 
warnings,  and  experimental  findings  via  satellite.  The  Murata  was  used  at  a  base  camp  17,000 


■  S(  Ki-543-4636,  outside  the  US. c.ill  214-403-3300. 
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THE  SKINNER  EXPEDITION  BEGAN  ITS 

ASSAULT  ON  MX  EVEREST  WITH 

4800  FT.  OF  LIFELINE,  15  TONS  OF  GEAR 

AND  A  MURATA  FAX  MACHINE. 
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feet  above  sea  level  for  more  than  fifty  days  without  a  single  malfunction. 
So,  imagine  what  it  could  do  in  your  office.     MM  ■■  r^^[|y^ 

for  The  Most  Important  Business 
InTheWorld.Yours™ 
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personal  or  corporate  income  tax. 

In  part  this  is  because  the  state 
has  two  enormous  assets:  the  Perma- 
nent University  Fund  with  $3.1  billion  in 
assets  and  the  Permanent  School 
Fund  with  $6.8  billion  in  assets.  The 
two  funds  receive  income  from  public 
lands  that  have  considerable  deposits 
of  oil  and  gas.  The  corpus  of  the  funds 
cannot  be  touched,  but  hundreds  of 
millions  of  dollars  in  interest  flow  into 
available  funds  from  which  they  go  to 
support  the  public  school  system  and 
the  University  of  Texas  and  Texas  A&M 
university  systems. 

Texas  still  has  more  than  one  mil- 
lion acres  in  state  and  national  parks. 


TEXAS- 

BOOM  TO  HYPER-BOOM 

THE  GULF  COAST: 
A  HOUSTON 
DRIVEN  DYNAMO 

In  the  darkest  days  of  the  oil  depres- 
sion, with  blocks  of  homes  standing 
empty  and  a  tax  base  imploding,  the 
city's  leadership  gritted  their  teeth  and 
plowed  ahead.  Houston  built  an 
impressive  new  convention  center 
named  after  the  legendary  George  R. 
Brown.  Houston  built  a  superb  new 
performing  arts  center  named  after 
another  Houston  legend,  Gus  Wor- 
tham.  Houstonians  passed  a  massive 
$500  million  bond  issue  to  complete 
the  city's  mobility  plan,  improve  the 


Texans  work  hard  and 
they  play  hard.  Rodeo 
riding  still  provides  tra- 
ditional entertainment 
in  cities  throughout 
the  state. 


The  land  of  wide-open  spaces  is  still 
just  that— a  state  whose  geography 
stretches  from  pine  forests  in  the  east 
to  rugged  mountains  in  the  west  to  a 
lush  coastal  plain  whose  shores  are 
lapped  by  the  waters  of  the  Gulf  of 
Mexico.  There  are  streams  filled  with 
fish,  and  game  abounds. 

The  Texas  spirit  of  pioneering  is 
still  there,  too.  Texans  have  learned  a 
lot  about  the  world  in  the  past  few 
years,  but  Texas  still  has  a  culture  that 
says  dream  big,  work  hard  and  build 
for  the  future. 

THE  STATES  OF  TEXAS 

Texas  is  so  big  that  no  overview  can  do 
justice  to  its  diversity  and  dynamism. 
Indeed,  the  state  government  looks  at 
six  different  regions  who  have  their 
own  unique  economies  and  geogra- 
phy. Today,  these  six  states  of  Texas  are 
at  various  stages  of  recovery  and 
development.  Each  offers  its  own 
■  assets  and  opoor- 


Port  of  Houston  and  the  Houston  Inter- 
continental Airport  and  expand  its 
dynamic  medical  center. 

The  good  news  is  it  paid  off.  The 
big  news  is  Houston  is  back.  Since 
the  bottom  was  hit  in  late  1987,  the 
Bayou  City  has  created  better 
than  100,000  jobs. 

Still  the  world's  energy  capital, 
Houston  has  become  the  world's  pet- 
rochemical center.  Today,  Houston  is 
home  to  one-half  the  petrochemical 
production  capacity  in  the  U.S.  with 
new  construction  projects  worth  $5.5 
billion  on  the  way. 

The  petrochemical  complex  lies 
astride  the  Houston  Ship  Channel  that 
leads  to  the  Port  of  Houston.  Today  the 
Port  of  Houston  carries  more  total  for- 
eign tonnage  than  any  port  in  the  U.S. 
and  is  the  third  busiest  overall  in  the 
nation.  Last  year  the  port  accounted 
for  two-thirds  of  all  shipping  along  the 
Gulf  Coast. 

The  Texas  Medical  Center  is  one 
facet  of  another  expanding  sector  of 
the  Houston  economy— health  ser- 


vices. This  staggering  complex 
employs  50,000  people  on  546  acres 
and  includes  such  institutions  as  the 
world-renowned  M.D.  Anderson 
Tumor  Center.  The  center  is  undergo- 
ing a  $1.3  billion  expansion  that  will 
provide  an  additional  6,500  jobs  when 
completed. 

The  medical  center  is  a  magnet 
for  the  growing  American  health  ser- 
vices and  bio-tech  industries.  There 
are  an  estimated  100  bio-tech  com- 
panies located  in  Houston,  more  than 
half  of  whom  have  brought  products  to 
the  market. 

Energy,  petrochemicals  and 
medicine  may  be  the  engines  that 
have  driven  the  Houston  economy,  but 
the  best  known  single  institution  in 
Houston  is  probably  the  NASA  center 
at  nearby  Clearlake.  The  Lyndon 
Johnson  Space  Center  will  be  on  the 
national  map  for  years  to  come.  It  is  to 
be  the  headquarters  of  the  Space 
Station  project  that  will  pump  more 
than  $2  billion  into  the  area  econ- 
omy by  1990. 

NASA  has  become  a  magnet  for 
aerospace  contractors,  including 
Grumman,  McDonnell  Douglas, 
Rockwell  International,  Ford  Aero- 
space and  Lockheed  Aerospace. 

Soon  the  nation's  Johnson  Space 
Center  will  have  a  nearby  attraction  to 
draw  young  and  old:  Space  Center 
Houston,  a  Walt  Disney  Imagineering- 
designed  science  and  technology 
exhibit  to  graphically  show  the  won- 
ders waiting  for  humankind  in  space. 

Houston  is  the  dynamic  center  of 
the  Gulf  Coast  State  but  it  is  not  alone. 
Historic  Galveston  offers  beaches  a 
mere  50  miles  from  downtown  Hous- 
ton. A  world- renowned  train  museum 
and  a  rebuilt  district  offer  views  of 
Galveston  at  the  turn  of  the  century 
when  it  was  the  largest  city  in  the  state. 

Farther  up  the  coast  toward  Loui- 
siana lies  the  Beaumont-Port  Author- 
Orange  "Golden  Triangle."  An  area 
hard  hit  by  the  energy  crunch,  it  is  now 
recovering  on  the  heels  of  the  petro- 
chemical boom  and  possesses  one  of 
the  best  natural  deep-water  ports  in 
the  nation.  Farther  down  the  coast  lies 
Corpus  Christi,  soon  to  be  a  naval 
homeport  and  home  to  the  new  Texas 
State  Aquarium. 

Houston  and  the  entire  Gulf  Coast 


DEWAK'S     PROFILE 


CHARLES  SCHREINER IV 

HOME:  Mountain  Home, Texas. 
AGE:  37. 

PROFESSION:  The  Director  of  Business 
Development,  Y.O.  Ranch.  "A  hundred  years  ago 
that  would  have  been  unheard  of  on  a  family 
ranch.  These  days  it's  a  necessity" 
HOBBY:  "On  the  Y.O.,  we've  got  herds  of  long- 
horns,  ostriches  and  giraffes,  plus  about  60,000 
people  a  year,  so  there's  really  no  time.  Luckily, 
there's  no  need,  either" 
LAST  BOOK  READ:  The  New  Legacy, 
Tieman  Dippel. 

LATEST  ACCOMPLISHMENT:  Making  sure 
that  for  the  Schreiners,  family  ranching  remains 
what  it  always  has  been.  Active,  profitable 
and  a  way  of  life. 

WHY  I  DO  WHAT  I  DO:  "Come  to  the  Y.O. 
and  take  a  look  around.  It's  obvious." 
QUOTE :  "If  you  don't  change  with 
the  times,  they'll  change  with- 
out you'.' 

PROFILE:  Quiet  and  kind, 
but  knows  how  to  be  tough 
when  he  has  to. 
HIS  SCOTCH:  Dewar's* 
"White  Labelfand  soda. 
"At  the  Y.O.  bar,  it's  the 
only  long,  tall  one 
that's  not  a  Texan'.' 
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Tbkyo 


London 
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Munich 


Paris 
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Acapulco 


Zurich 


Hamburg 


Mexico  City 


Brussels 


Wasl.iington.  DC 


st  Croix 


lv»i 


Boston 


Manchester 


Chicago 


Barbados 


Los  Angeles 


San  Juan 


Dallas/ Fort  Worth 


Montego  Bay 


We've  got  business  conn 


With  daily  (lights  to  Tokyo,  Munich, 
London,  Paris  and  over  35  more  inter- 
national destinations.  American  Airlines 
is  well-connected  in  the  business  world. 

And  that  includes  the  U.S.  Because 
you  can  also  fly  to  New  V>rk,  Chicago, 


Los  Angeles  and  over  105  other  domes- 
tic destinations. 

But,  no  matter  where  you  go  on 
American,  you'll  discover  the  benefits 
of  our  commitment  to  service.  Including 
nostop  check-in5"  and  boarding  passes 
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tions  all  over  the  world 


u )  save  you  time.  More  legrmm,  stc  >ragc 
and  service  in  First  Class.  And  the 
A%dvantage^  travel  awards  program  that 
rewards  our  frequent  fliers. 

So  when  you  think  of  American 
Airlines,  make  the  business  connection. 
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TEXAS 


Houston,  the  state's 
largest  city,  is  leading 
the  state  in  economic 
progress. 


region  of  Texas  are  returning  to  eco- 
nomic health  and  gaining  strength 
from  a  newly  and  rapidly  diversifying 
economy. 

THE  METROPLEX: 
DALLAS-FORT  WORTH  AT 
THE  CUTTING  EDGE 

Any  discussion  of  the  Arkansas-sized 
territory  located  south  of  the  Red  River 
must  start  with  the  coming  of  the 
Superconducting  Super  Collider.  The 
SSC  is  the  $5.2  billion  giant  atom 
smasher  to  be  built  just  south  of  the  city 
of  Dallas  in  Ellis  County.  When  com- 
pleted, the  SSC  will  employ  3,000  sci- 
entists and  technicians  with  an  annual 
budget  of  $270  million. 

The  SSC  will  draw  the  top  minds 
in  the  field  of  particle  physics  to  the 
Metroplex.  No  one  really  knows  what 
the  SSC  will  tell  science  about  how  the 
universe  is  put  together,  or  what  kinds 
of  practical  technologies  and  indus- 
tries will  grow  from  SSC  discoveries, 
but  whatever  they  prove  to  be,  the 
Dallas-Fort  Worth  Metroplex  has  a 
good  chance  of  becoming  their  incu- 
bator and  home. 

North  Texas  won  an  extensive 
and  hotly  contested  national  competi- 
tion to  become  the  sight  of  the  SSC.  It 
won,  in  part,  because  the  area  had  the 
best  geology  in  the  land.  But  it  won  for 
a  number  of  other  important  reasons 
that  tell  the  story  of  why  the  Dallas-Fort 
Worth  Metroplex  may  become  . 
former  San  Antonio  Mayor  Henr 
Cisneros  suggests  it  might:  "THE 
middle-American  city  for  the  21  st  cen- 
,  the  new  Chicago. 

Any  consideration  of  Dallas-Fort 
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Worth's  future  must  start  with  a  Man- 
hattan-sized chunk  of  land  located 
between  the  two  giant  cities  and  north 
of  Arlington,  now  the  state's  seventh- 
largest  city— the  Dallas-Fort  Worth  Air- 
port. Now  the  nation's  second-busiest 
airport,  D-FW  is  generally  considered 
the  safest  major  airport  in  the  land. 

American  Airlines,  the  area's  sec- 
ond largest  employer,  will  also  be  utiliz- 
ing another  area  airport— Alliance. 
American  will  be  building  a  large  main- 
tenance facility  at  the  new  industrial  air- 
port which  will  employ  4,500  at 
completion  in  1994. 

Alliance  Airport  is  the  creation  of 
H.  Ross  Perot  Jr.,  who  accumulated 
nearly  15,000  acres  of  raw  land  north 
of  Fort  Worth  for  the  project.  Perot's 
vision  is  that  of  the  nation's  first  exclu- 
sively industrial  airport. 

It  is  D-FW  and  Alliance,  along  with 
Dallas'  "close-in"  commercial  and  cor- 
porate airport,  Love  Field,  and  Fort 
Worth's  corporate  airport,  Meachem, 
that  has  helped  make  the  north  Texas 
prairie  the  third-largest  high-tech  cen- 


ter in  the  nation.  In  the  Metroplex,  high- 
tech  means  aerospace  (Textron, 
General  Dynamics,  Aerospacial, 
Vaught  Aerospace),  electronics  (Texas 
Instruments,  E-Systems)  and  tele- 
communications. 

Indeed  Dallas  County  may  be  the 
national  capital  of  telecommunica- 
tions. A  large  new  plant  and  R&D  lab 
will  soon  be  built  in  Richardson  by 
Fujitsu,  and  Irving's  Las  Colinas  will 
soon  be  home  to  GTE's  national  opera- 
tions center.  The  GTE  campus  will  ulti- 
mately employ  4,000.  In  comparison, 
Southwestern  Bell  Telephone  employs 
over  6,000  people  in  its  downtown 
Dallas  complex  which  directs  its  Texas 
operations.  Another  telecommunica- 
tions newcomer  to  the  Metroplex  is 
Murata  U.S.A.,  the  highly  successful 
fax  machine  manufacturer. 

Like  Houston,  the  Metroplex  is  a 
leader  in  medical  research.  The  Uni- 
versity of  Texas  Southwest  Medical 
School  has  produced  three  Nobel 
Prize  winners  during  the  past  four 
years  and  is  acknowledged  as  one  of 
the  top  five  medical  schools  in  the 
nation.  Baylor  Medical  School  has 
become  a  center  for  AIDS  research 
and  has  recently  developed  a  leading 
sports  medicine  clinic. 

Marketeers,  conventioneers 
(Dallas  is  the  second-largest  conven- 
tion city  in  the  U.S.)  and  tourists  will  not 
lack  for  top  hotels  or  restaurants. 
Downtown  visitors  find  the  storied 
Adolphus  and  its  five-star  French 
Room.  Not  far  from  downtown  is  the 
intimate  Mansion  on  Turtle  Creek. 

Dallas'  reputation  as  a  fashion 
center  has  helped  to  make  the  area 
home  to  J. C.  Penney,  which  is  building 


Transportation  is  a 
strong  suit  for  Texas. 
Dallas-Ft.  Worth 
International  is  the 
country's  largest  airport 
and  the  fourth-busiest 
in  the  world. 


USAA 

HOOF  THAT  THINGS 

DO  GROW  BIGGER 

IN  TEXAS 


I 


n  1922,  a  handful  of  Army  officers 
came  up  with  an  idea  as  big  as  Texas- 
to  start  a  member-owned  associa- 
tion that  would  provide  low  cost 
auto  insurance  to  military  officers 
and  their  families. 

That  idea  took  root  in  Texas  soil 
and  became  the  United  Services 
Automobile  Association  (USAA). 
Today,  USAA  is  one  of  the  largest, 
most  diversified,  and  fastest  grow- 
ing insurance  and  financial  services 
companies  in  the  nation.^ 
With  over  $  14  billion  inj 
owned  and  managed 


USAA  Federal  Sam 

assets  and  a  network  of  more  than 
1  l.OOOempIoyees,  USAA  serves  the 
needs  of  1.8  million  members  and 
associate  members  worldwide. 

The  reason  for  our  growth  is  simple. 
Our  longstanding  commitment  to 
quality  and  service  is  evident  in 
everything  we  do. 

And  we  do  quite  a  few  things. 


For  example,  we're  America's  sixth 
largest  private  automobile  and 
homeowner  insurer*.  We're  also 
the  country's  largest  direct  response 
company  in  sales  volume — fifth 
largest  in  the  world. 

Our  Life  Insurance  company  ranks 
as  one  of  the  50  largest  nationwide, 
with  over  $30  billion  in  life  insur- 
ance polices  in  force.  The  USAA 
Federal  Savings  Bank,  with  over 
one  million  MasterCard  accounts, 
is  one  of  the  top  four  MasterCard 
issuers  in  terms  of  sales  volume. 
In  the  financial  services 
arena,  our  family  of  15 
mutual  funds  is  in  the  top 
10  percent  of  all  mutual  fund 
groups,  with  nearly  $5  billion 
dollars  under  management. 
Our  Real  Estate  Group,  too,  is 
among  the  nation's  largest,  with 
Tmore  than  $1  billion  in  com- 
'mercial  real  estate  properties — 
including  office  buildings,  a 
23-story  luxury  retirement  commu- 
nity known  as  USAA  Towers,  and  the 
future  development  of  the  South- 
west's  only  musical  theme  park. 

Naturally,  a  Texas-based  company 
this  large  and  diverse  requires  a 
Texas-sized  home,  as  well. 


USAA 


USAAs  head- 
quarters, situated  on  286 
acres  in  San  Antonio,  is  one  of  the 
largest  buildings  in  the  state. 

No  brag,  lust  fact. 

And  the  fact  is,  we're  proud  of  our 
growth.  But,  we're  even  prouder  of 
the  work  we  continue  to  do: 
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improving  our  products  and  ser- 
vices for  our  members  worldwide . . . 
and  providing  leadership  in  auto- 
mobile safety,  education  and  com- 
munity service. 

So  has  the  "think  big"  attitude  of 
our  Texas  home  had  an  important 
influence  on  our  success?  You  bet. 
After  all,  we  have  the  numbers  to 
prove  it! 

\utoand  homeowner;,  insurance  isunlj  available lo militar) 
ul  fleers  and  their  families 


ADVERTISE 


A  new  name. 


Sun  Exploration  and 
Production  Company  is 
now  Oryx  Energy  Company. 


North  America's  largest 
independent  oil  and  gas 
producer. 

A  billion  barrels  strong. 

Big.  Financially  sound. 

Oryx  Energy  Company. 

A  new  world  of  opportunities. 

Like  our  namesake, 
the  oryx  antelope, 
we  are  proud,  aggressive 
and  resourceful. 


Seeking  energy  opportunities 
in  North  America. 

And  throughout  the  world. 


ORYX 


Oryx  Energy  Company. 


Oryx  Energy  Company 

P.O.  Box  2880 
Dallas,  Texas  75221-2880 


Oryx  Energy  Company  is  traded  on  the  New  York  Stock  Exchange 
under  the  ticker  s    nbolORX. 


a  campus-style  corporate  headquar- 
ters in  Piano.  Another  3,800  employ- 
ees relocated  to  the  Metroplex. 

Adding  to  a  diverse  Metroplex 
economic  mix  are  companies  like 
Oryx,  a  Sun  Oil  spinoff  that  is  now  the 
nation's  largest  independent  energy 
exploration  company.  Oryx  has  just 
announced  it  will  build  a  new  high-rise, 
the  first  in  several  years,  near  Dallas' 
shopping  haven,  the  Galleria. 

It  may  surprise  some  folks,  but 
one  of  the  secrets  of  this  area's  rebuild- 
ing  will  be  the  arts.  Dallas  has  just 
opened  its  Morton  H.  Meyerson  Sym- 
phony Hall  to  the  bravos  of  critics 
around  the  world.  I.M.  Pei's  magnifi- 
cent public  building  surrounds  one  of 
the  most  intimate  and  acoustically  per- 
fect music  halls  in  the  land. 

On  the  other  side  of  the  Metroplex 
sits  the  Kimbell  Museum,  which 
houses  one  of  the  two  finest  private  col- 
lections in  the  nation.  Art  critics  come 
to  Fort  Worth,  the  city  long  known  as 
"Cowtown,"  to  visit  the  magnificent 
works  of  the  Kimbell. 

One  final  consideration  of  theSSC 
panel  was  certainly  the  Metroplex's 
collection  of  universities.  The  Univer- 
sity of  Texas  at  Arlington  has  the  state's 
third-largest  engineering  school  and  is 
home  to  the  Automation  and  Robotics 
Institute,  a  leading  R&D  center  for 
robotics  development.  The  Texas  leg- 
islature has  just  granted  permission  for 


Hyatt  Regency  and  Reunion  Tower  serve  as 
landmarks  to  welcome  visitors  to  Dallas. 
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ADVERTISEMENTS 


The  state  is  known  as 
a  haven  for  golfers  and 
sports  enthusiasts. 
The  Byron  Nelson  Golf 
Classic  is  held  annually 
in  Irving. 
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the  state's  college  coordinating  board 
to  grant  the  University  of  Texas  at  Dal- 
las 4-year  status,  and  there  are  several 
hundred  million  dollars  worth  of  private 
contributions  waiting  to  endow  that 
school  with  an  eye  toward  creating  the 
new  MIT.  Up  the  road  in  Denton  is  the 
state's  fastest  growing  university,  the 
University  of  North  Texas,  with  its  acad- 
emy for  math  and  science. 

The  decision  to  put  the  largest 
scientific  instrument  in  the  world,  the 


SSC,  in  the  Metroplex  assures  not  only 
the  area's  continued  recovery  but 
a  dynamic  technology-driven  future 
to  boot. 

THE  CENTRAL  CORRIDOR: 
FROM  WACO 
TO  SAN  ANTONIO 

This  region,  sitting  astride  Interstate 
Highway  35,  is  larger  than  Iowa  and 
stretches  from  the  semi-arid  hill  coun- 


try to  the  west  nearly  to  the  piney 
woods  of  east  Texas.  Its  northernmost 
city  is  Waco,  the  city  on  the  Brazos.  Its 
center  is  the  state  capital,  Austin.  Its 
southernmost  city  is  San  Antonio,  the 
Alamo  city.  It  is  the  IH35  corridor  and  it 
is  back  on  its  feet  and  gathering  steam. 

Actually,  San  Antonio,  with  its 
huge  collection  of  military  bases  and 
its  tourist  trade  never  really  slumped. 
The  Alamo  city  has  added  over  10,000 
jobs  in  the  past  year.  San  Antonio's 
famed  riverwalk  and  Sea  World  draw 
swarms  of  tourists  and  conven- 
tioneers. A  new  music  theme  park  has 
just  been  announced  that  will  open  in 
1992  and  add  more  tourism-re- 
lated jobs. 

However,  bio-tech  and  medicine 
is  a  $2  billion  economic  driving  force  in 
the  new  San  Antonio.  The  University  of 
Texas  Health  Science  Center  is  in  the 
San  Antonio  hills,  and  the  Southwest 
Foundation  for  Biomedical  Research 
is  adding  a  second  major  research  lab. 
This  year  the  Texas  Research  Park  with 
its  Institute  of  Biotechnology  will  open, 
further  establishing  San  Antonio  as  a 


Peak  Performance 

Equitable  Real  Estate  Investment  Management  Inc.  is  a  full 
service  real  estate  company  known  for  acquisitions,  mortgage 
loans,  development,  value  enhancement,  property  management 
and  leasing  of  prime  real  estate  across  the  US  A.  The  company's 

Dallas  Regional  Office  is  responsible 

for  over  22  million 

square  feet  of  office 

buildings,  regional 

malls  and  indus- 
trial properties. 

Consistent  results 

in  Equitable  Real 

Estate's  leasing 

and  manage- 

1.  Park  Central  menttracka 

2.  Embassy  record  of  peak 

3.  Allianz  performance. 

4.  Turtle  Creek  Centre 

5.  5950 Berkshire  Lane 

6.  2401  Ceaar  Springs 


5950  Berkshire  Lane 


EQUITABLE  REAL  ESTATE  INVESTMENT  MANAGEMENT  INC. 


Charles  A.  Klepfer,  Senior  Vice  President.  Dallas  Region     Lakeside  Square  at  Park  Central,  12377  Merit  Drive,  Suite  1400,  Dallas.  Texas  75251 


medical  research  center. 

Among  San  Antonio's  hidden 
assets  is  USAA,  the  nation's  largest 
automobile  insurance  company.  Led 
by  former  Air  Force  Academy  Com- 
mandant General  Robert  McDermott, 
USAA  is  headquartered  in  the  nation's 
second-largest  low-rise  office  building 
(appropriately  the  largest  is  the  Penta- 
gon) nestled  in  the  hills  of  north 
San  Antonio. 

Austin  is  more  than  the  seat  of 
state  government;  it  is  home  to  the 
50,000  students  of  the  University  of 
Texas  at  Austin,  the  state's  premier 
research  institution. 

Like  the  Metroplex,  Austin 
recently  won  a  major  competition  for  a 
leading  technology  facility.  Actually  it 
was  Austin's  second  win.  In  1983  the 
city  became  home  to  Microelectronics 
and  Computer  Technology  Corpora- 
tion (MCC),  a  high-tech  consortium. 

Last  year  it  won  a  fierce  national 
competition  to  become  home  to 
Sematech,  a  government-sponsored 
lab  intended  to  restore  America's  lead 
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in  semiconductors.  Sematech 's  pres- 
ence in  Austin  will  incubate  support 
industries  and  will  draw  many  supplier 
companies. 

Although  the  high-tech  boom  pre- 
dicted for  Austin  was  slow  in  materializ- 
ing, companies  like  Dell  Computer 
and  CompuAdd  are  beginning  to 
make  the  promise  a  reality.  Added  to  a 
large  base  of  manufacturing  and  R&D 
facilities  owned  by  companies  like  3M, 
IBM  and  Tracor,  Austin  will  become  the 
high-tech  mecca  it  has  long  been  fore- 
cast to  become. 

To  the  west  of  Austin  and  San 
Antonio  is  the  hill  country,  a  rugged 
land  of  hills  and  woods.  In  Kerrville  can 
be  found  the  famous  Y.O.  Ranch,  a 
haven  for  big  game  hunters  from 
around  the  world.  The  Y.O.  is  in  the 
hands  of  the  fourth  generation  of  the 
Schreiner  family.  Charles  Schreiner  IV, 
or  as  his  friends  call  him,  Charlie  Four, 
will  be  the  new  profile  for  Dewar's 
famous  ad  campaign. 

Some  of  the  state's  worst  over- 
building occurred  in  Austin.  Given  the 
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Texas'  long-time  participation  in  semicon- 
ductor research  and  production  was  recently 
rewarded  with  Sematech's  decision  to 
locate  its  ground-breaking  research  efforts 
in  Austin. 


climate,  the  recreation,  the  world-class 
universities  and  the  strong  base  of  mili- 
tary and  government  employment,  the 
IH35  central  corridor  from  Waco  to 
San  Antonio  offers  some  of  the  best 
bargains  and  greatest  opportunities 
in  Texas. 


THE  PLAINS:  BIG  SKY, 
BIG  COUNTRY 

In  a  98-county  land  as  big  as  Ohio,  the 
Plains  is  pure  Texas— stretching  from 
the  Kansas-like  northern  Panhandle 
south  toward  the  great  oil  fields  of  Mid- 
land-Odessa's Permian  Basin  and 
from  there  eastward  toward  the  mid- 
Texas  cities  of  San  Angelo,  Abilene 
and  Wichita  Falls. 

The  Plains'  economy  still  has 
strong  roots  in  the  earth,  in  oil  and  gas 
and  agriculture.  But  there  are  also  big 
changes  underway.  Texas  Tech  Uni- 
versity in  Lubbock,  which  includes  the 
Texas  Tech  University  Health  Science 
Center,  has  become  a  top  research 
university.  Other  area  schools,  includ- 
ing U.T  Permian  Basin  in  Odessa,  San 
Angelo  University  in  San  Angelo,  Mid- 
western University  in  Wichita  Falls, 
West  Texas  State  in  Canyon  near  Ama- 
nita and  three  excellent  private  schools 
in  Abilene  have  provided  a  solid 
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launching  platform  for  economic  diver- 
sification. 

In  some  cases  it  is  electronics  and 
military  transportation  manufacturing 
that  leads  the  way.  In  other  cases,  old 
oil  tool  and  equipment  manufacturers 
learned  new  tricks  and  converted  their 
factories  and  shops  from  one  product 
to  another.  Now  Midland-Odessa  is  in 
the  forefront  of  machine  tool  exports 
and  fabricated  metals. 

However,  the  region  has  invested 
heavily  in  making  certain  that  it  could 
make  the  most  of  its  resources  to 
enhance  its  basic  agriculture  and 
energy  industries.  Lubbock  is  home  to 
the  International  Center  for  Textile 
Research  and  Development  that  has 
pioneered  new  strains  of  cotton  and 
other  natural  fibers  grown  in  West 
Texas.  These  new  strains  will  require 
less  water  and  allow  scarce  irrigation 
resources  to  be  stretched  to  their 
fullest. 

In  and  around  Amarillo  food  proc- 
essing plants  are  springing  up.  Texans 
have  always  been  good  at  growing  but 
then  shipped  their  produce  off  to  other 
locations  where  the  high-end  process- 
ing was  done.  Texas  has  worked  hard 
to  encourage  and  assist  in  the  devel- 
opment of  a  food  processing  industry 
on  Texas  soil. 

An  interesting  new  industry  is 
aquaculture.  Interesting  because  the 
plains  are  hundreds  of  miles  from  the 
nearest  sea— the  Gulf  of  Mexico.  Yet, 
West  Texas  farmers  are  raising  shrimp. 
The  secret  is  that  the  plains  were  once 
the  bottom  of  an  ancient  ocean.  Salt 
water  can  still  be  pumped  from  deep 
wells  to  provide  the  right  stuff  for  grow- 
ing a  bumper  crop  of  shrimp. 

Wine  is  another  product  emerg- 
ing throughout  the  giant  West  Texas 
plains  that  already  has  drawn  praise 
and  large  shipment  orders  from  many 
domestic  and  international  con- 
sumers. 

EAST  TEXAS: 
THE  PINEY  WOODS 

The  Piney  Woods  of  East  Texas  stretch 
from  Texarkana,  on  the  border  with 
Arkansas,  through  the  cities  of  Tyler, 
Longview  and  Marshall  southward, 
nearly  to  Beaumont's  Cajun  country. 

This  is  area  which  also  capitalized 
on  its  bountiful  natural  resources.  It  has 
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added  a  manufacturing  base  for  pro- 
cessing its  own  produce.  Now  the  vast 
timber  reserves  are  being  made  into 
furniture,  paper  and  boxes  next  door 
to  the  mills.  Food  processing  also  is  fol- 
lowing the  West  Texas  model.  With  the 
passage  of  the  new  U.S. -Canadian 
trade  agreement,  the  East  Texas  tim- 
ber industry  is  expected  to  grow  at  an 
even  faster  clip. 

A  special  draw  for  industry  is  East 
Texas'  natural  beauty.  The  area  is  dot- 
ted with  beautiful  lakes  and  unique  tim- 
berlands.  The  Big  Thicket  National 
Park  possesses  vegetation  found 
nowhere  else  in  the  world.  The  lure  of 
East  Texas'  old-south  charm  has 
drawn  retirees  from  throughout  the 
nation  along  with  an  ever  growing 
number  of  tourists. 

East  Texas  is  a  country  brimming 
with  water,  energy  and  other  natural 
resources.  But  it  is  also  a  forest  brim- 
ming with  new  educational  institutions. 
The  University  of  Texas  at  Tyler, 
Stephen  F.  Austin  University  in 
Nacogdoches,  and  Sam  Houston 


State  University  in  Huntsville  provide 
the  technical  and  management  skills 
required  to  build  a  diversified  econ- 
omy. 

The  northeast  anchor  of  Texas, 
Texarkana,  has  hardly  been  touched 
by  the  economic  problems  that 
affected  the  rest  of  the  state.  With  two 
military  installations,  the  Lone  Star 
Army  Ammunition  Plant  and  the  Red 
River  Army  Depot,  and  as  a  point  of 
passage  both  to  and  from  Texas,  Tex- 
arkana has  maintained  growth. 

The  central  anchors,  the  cities  of 
Tyler  and  Longview,  are  the  urban 
centers  of  the  region.  Like  other  Texas 
cities  they  experienced  heavy 
overbuilding  in  almost  every  category. 
Yet,  during  the  past  year  both  have 
begun  to  see  a  turnaround  with  leasing 
and  retail  sales  picking  up. 

Some  of  the  smartest  money 
around  believes  that  the  Piney  Woods 
will  emerge  as  one  of  the  state's  strong- 
est growth  regions  because  of  its  plen- 
tiful water  supply  and  convenient 
proximity  to  Dallas  and  Houston. 


WATTS  MORE 


In  addition  to  bargain  land 
costs,  commercial  rents,  etc. 
-  there's  another  reason  to 
relocate  to  TU  Electric  Ter- 
ritory: all  the  power  you  need 

For  today.  For  tomorrow. 

That's  rather  an  illuminating 
reason.  Since  utility  analysts 


are  predicting  brownouts 
and  blackouts  in  1992 
-or  sooner-for  many  parts 
of  the  country. 
For  other  powerful 
reasons,  please  call  John 
Prickette  at  1-800-421-2489. 
Or  FAX  (214)  954-5456. 


WELECTRIC 
We  put  a  lot  of  energy  into  business. 


MoreThan  A  Million  Well-heeled  Texans 
Follow  OurTracks  Every  Month. 


/ili.vn  miles  east  of  DeiU  i/y  foots 


And  they  have  $22  billion  in  household  income  to  spend  along  the  way.  No  other  magazine  gives  you 

more  well-read,  well-heeled  Texans  than  we  do.  If  youd  like  your  advertising  to  reach  them  every 

single  month,  just  call  Stephen  Childs  at  1-512-476-7085.  You'll  soon  discover  that  we  do  more  than  just 

deliver  an  exceptional  magazine  to  exceptional  people. 
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THE  BORDER:  WHERE 
MEXICO  AND  TEXAS  BLEND 

The  border  region  is  an  enormous 
stretch  of  land  extending  1,248  miles 
along  the  Rio  Grande  River  from  El 
Paso  to  Port  Isabel  and  extending 
back  into  the  state  for  about  150  miles. 
It  is  a  vast  land  full  of  surprises  and 
opportunity. 

The  brightest  opportunity  comes 
in  the  form  of  the  Maquiladora  or  twin- 
plant  movement.  A  Maquila  assem- 
bles in  Mexico  parts  manufactured  in 
America  or  elsewhere.  The  goods  are 
not  taxed  as  they  move  back  and  forth 
across  the  border.  To  date  the 
Maquilas,  most  of  which  are  located 
across  the  border  from  El  Paso, 
Laredo,  McAllen  and  Brownsville  have 
concentrated  on  assembling  elec- 
tronic goods  or  piecing  together  textile 
products. 

Now,  in  all  these  cities  new  indus- 
tries are  growing  up  to  provide  pro- 
cessing,  transportation  and 
warehousing  services  to  the  plants  on 
the  Mexican  side  of  the  border. 

The  presence  of  the  job-creating 
plants  has  also  pumped  considerable 
prosperity  into  the  border  region  of 
Mexico  and  much  of  that  money  gets 
spent  in  Texas  retail  establishments. 
During  Mexico's  oil  boom,  valley  stores 
were  filled  with  Mexican  shoppers  (for 
that  matter  so  were  the  malls  of  Hous- 
ton and  San  Antonio).  Now,  however, 
the  drop  in  international  oil  prices  and 
the  devaluation  of  the  Mexican  peso 
has  hurt  most  border  cities'  retail  trade 
sectors  and  the  shoppers  are 
returning. 

El  Paso  particularly  has  gained 
from  the  twin-plant  boom.  That  city 
managed  to  escape  the  toughest  of 
the  state's  economic  downturn  and  in 
the  past  year  created  more  than  2,000 
new  jobs.  El  Paso's  retail  trade  sector  is 
gaining  strength  as  evidenced  by 
fourth  quarter  1988  retail  sales  of  $1.1 
billion— an  increase  of  18°/o  over  the 
same  period  in  1987. 

The  Rio  Grande  Valley  is  a  myste- 
rious and  lush  region  that  offers  fun 
and  frolic  on  the  beaches  of  South 
Padre  Island,  great  fishing  and  such 
attractions  as  the  Gladys  Porter  Zoo  in 
Brownsville.  And,  of  course,  there  are 
the  exotic  and  exciting  Mexican  border 


towns  across  the  river. 

The  Valley,  as  Texans  call  it,  has 
become  a  mecca  for  retirees  fleeing 
northern  and  midwestern  snows. 
These  "winter  Texans"  add  $154  mil- 
lion annually  to  the  Valley  economy. 

The  Valley  is  a  major  growing  area 
for  sweet  grapefruits,  now  gaining  in 
popularity  around  the  globe,  and  other 
citrus  produce,  and  opportunities  are 
opening  up  for  food  processing  and 
shipping  industries.  The  Port  of 
Brownsville  is  a  major  port  of  embarka- 
tion for  South  Texas  agricultural  com- 
modities  bound  for  the  rest  of 
the  world. 

Like  the  rest  of  Texas,  a  strong  uni- 
versity base  is  being  developed  to 
serve  as  the  foundation  for  a  technol- 
ogy-enhanced economic  future.  The 
University  of  Texas  at  El  Paso  had  an 
enrollment  of  15,000  in  1988,  while  the 
newly  constituted  U.T  Pan  American 
in  the  Valley  town  of  Edinburg  will  enroll 
4,000  at  its  two  Valley  campuses. 

Texas  has  historically  been  tied  to 
Mexico,  and  the  sweeping  wild 
regions  along  the  Rio  Grande  have 
always  been  the  first  to  feel  the  effects 
of  economic  change.  Today,  Mexico  is 
a  country  beginning  to  set  its  economy 
on  a  straight  path,  a  nation  that  is  open- 
ing to  foreign  investment.  That  invest- 
ment and  its  fruits  will  pass  through 
Texas,  especially  the  border  regions 
of  Texas.  As  a  result,  that  light  in  the 
south  Texas  sky  looks  like  a  sunrise. 

THE  FUTURE 

It  was  a  long  fall  to  proud  Texans,  but 
the  bottom  has  been  hit  and  their  state 
is  on  a  strong  rebound.  Texas  is  a 
young  state,  a  state  where  dreaming 
big  is  okay  and  where  you  can  do 
whatever  you  are  big  enough  to  do. 
That  is  a  tradition  that  should  serve 
entrepreneurs  well. 

Texas  knows  now  that  it  cannot 
expect  the  oil  to  flow  forever.  The  state 
has  reacted  forcefully  to  build  a  foun- 
dation for  a  new  Texas  where  all  its 
diverse  states  can  achieve  their  own 
unique  brand  of  success.  For  every 
type  of  business  from  every  part  of  the 
globe,  Texas  offers  the  best  of  the  old 
and  cutting  edge  of  the  new.  ■ 

Scott  Bennett  is  a  reporter  for  the 
Dallas  Morning  News. 
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UJJTjM  C.H.  LOVE  &  CO. 

IYJ !  fil  JtM  Owners  of  two  Top  40 
ComputerLand"  fran- 
chises in  the  United 
States.  Recipient  of  the 
Excellence  in  Perform- 
ance Award  in  1989  by 
IBM  Corporation. 
Named  to  the  Top  100 
Value  Added  Resellers 
in  the  U.S.  in  1988. 
Providers  of  IBM 
COMPAQ",  Hewlett- 
Packard-  computers  and 
custom  software  for 
Fortune  100  and  500 
customers  throughout 
the  U.S.  and  Canada. 

IVi  i  M  l\  frl  West  Texas.  In  the 
Pioneer  Cities  of 
Abilene,  Midland  &  San 
Angelo. 

IVil     JjM  Now! 

1 1 [»1VU  I  Legendary  service, 

attention  to  detail  and  a 
lot  of  Texas  pride. 
Call  us. 
1-800-527-4248. 
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Dallas'  Only 

Five  Diamond  Hotel. 

Located  in  the 

Legal  and 

Financial  Center  of 

Downtown  Dallas. 
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1321  Commerce  Street 

Dallas,  TX 

214/742-8200 
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CORPORATION 

MULTI-FACETED, 
WITH  A  TRADITION 
OF  LEADERSHIP 
IN  TECHNOLOGY 

Tandy  is  a  pre-eminent  force  in 
the  design,  manufacture  and  dis- 
tribution of  quality  consumer  elec- 
tronics and  computer  products. 
Our  personal  computers  have 
been  recognized  for  their  user- 
friendly  innovations  and  extraordi- 
nary mean-time  between  failures. 

RESEARCH  AND 
DEVELOPMENT 

Our  R&D  efforts  span  a  broad 
base  of  product  technologies, 
such  as  audio,  video,  telephony, 
personal  computers,  magnetic 
media  and  Tandy  THOR-CD™ 
erasable  CD  technology. 

INTERNATIONAL 
SOURCING 

Worldwide  product  and  compo- 
nent sourcing,  evaluation,  quality 
control  and  delivery  are  all  man- 
aged by  A&A  International, 
Tandy's  35-year-old  trading 
company. 
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PRODUCT 
MANUFACTURING 


Tandy's  world-class  27  manufac- 
turing operations  and  3  joint  ven- 
tures in  the  U.S.  and  Asia 
emphasize  strong  R&D  and  em- 
ploy the  latest  automation,  "just- 
in-time"  production  and 
proprietary  testing  systems  for 
maximum  efficiency. 

WORLDWIDE 
DISTRIBUTION 

Through  Radio  Shack — the 
world's  largest  consumer  elec- 
tronics retailer — and  our  other 
specialized  distribution  channels, 
we  have  built  the  premier  distri- 
bution system  for  the  products 
of  technology. 
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The  Forbes  Four  Hundred. 


By  Harold  Seneker 

With  Dolores  Lataniotis,  Graham  Button  and  Vicki  Contavespi 

Illustrated  by  Brian  Ajhar 


Fl  ans  of  Sam  Walton  have 
I  grown  accustomed  to  see- 
ing him  at  the  head  of  our  list 
these  past  four  years.  This 
year,  though,  they  will  find 
John  Kluge  heading  The  Forbes  Four 
Hundred  instead,  at  $5.2  billion. 
Don't  worry,  Sam  is  fine;  and  the  Wal- 
ton shares  in  Wal-Mart  Stores  and 
other  assets  are  worth  more  than  ever, 
some  $9  billion,  up  from  $6.7  billion 
last  year.  But  this  year,  for  the  first 
time,  the  Walton  fortune  becomes  a 
family  affair,  so  Sam  and  his  four  chil- 
dren appear  together  on  page  162, 
with  the  Wal-Mart  money  allocated 
among  them,  at  $1.8  billion  each. 

One  of  our  major  headaches  in  com- 
piling our  list  is  making  this  sort  of 
decision:  At  what  point  does  actual 
control  of  the  family  fortune  pass 
from  parent  to  child,  and  therefore  at 
what  point  should  the  family's  wealth 
be  realigned?  In  Sam's  case,  he  has 
made  it  relatively  easy  for  us.  Age  71 
this  year,  he  clearly  is  becoming  less 
active.  He  has  given  up  the  job  of  chief 
executive  officer  at  the  company  he 
founded  and  built,  retaining  only  the 
chairmanship.  The  children — who  are 
all  active  adults  in  their  40s  with  pro- 
fessional interests  and  families  of 
their  own — are  taking  an  increasing 
role  in  investment  decisions  for  the 


family  holding  company.  Even  the 
holding  company  itself  is  being  reor- 
ganized this  year  from  the  family  cor- 
poration Sam  initially  set  up  into  a 
straightforward  partnership,  with 
Sam  and  each  of  his  four  children  full 
and  equal  partners.  To  us,  this  means 
that  the  mantle  has  begun  to  pass  in 
Bentonville,  Ark. 

And  Kluge?  He  was  last  year's  num- 
ber two,  and  he  has  had  a  few  changes 
himself — about  $2  billion  worth.  We 
pegged  him  at  $3.2  billion  last  year. 
Most  of  the  increase  comes  from  a 
tripling  this  year  in  the  already  dizzy- 
ing prices  people  have  been  paying  for 
cellular  phone  licenses.  Some  people 
might  call  this  luck,  but  Kluge  started 
buying  cellular  back  in  1982.  King, 
you  might  recall,  is  the  German  word 
for  "smart." 

Third  place  was  something  of  a  sur- 
prise, too:  Sumner  Redstone,  the 
movie  theater  operator  who  took  Via- 
com, the  $1  billion  tv  and  cable  tv 
outfit,  private  one  day — and  took  it 
public  the  next,  thereby  getting  bil- 
lionaire status  for  the  first  time  last 
year.  Viacom's  stock  market  value 
has  almost  tripled  in  a  year,  too,  put- 
ting him  just  a  hair  under  $3  billion. 
Not  bad  for  someone  with  a  showing 
of  just  $535  million  as  recently  as 
1987.  That's  a  compound  annual  rate 


of  return  of  about  132%. 

Then  there's  Ron  Perelman,  down 
at  number  five,  but  way  up  in  our 
estimation  for  other  reasons.  See  the 
details  on  page  360. 

Altogether,  we  identified  a  record 
number  of  American  billionaires  this 
year — 66  individuals,  after  billionaire 
Gus  Busch's  passing  in  St.  Louis  on 
Sept.  29,  as  most  of  this  issue  was 
coming  off  press.  Had  we  had  time  to 
replace  him  among  The  Four  Hundred 
this  year,  B.F.  Saul  II,  banker  and  real 
estate  investor  of  Chevy  Chase,  Md. 
with  an  estimated  net  worth  of  at 
least  $275  million,  would  have  ap- 
peared at  the  bottom  of  The  Forbes 
Four  Hundred.  (For  billonaire-com- 
parers,  we  list  non-U. S.  billionaire  in- 
dividuals and  families,  p.  336.) 

It  is  a  testimonial  to  the  power  of 
the  media — and  media  monopolies — 
that  seven  of  the  top  ten  names  in  our 
list  have  all  or  a  significant  part  of 
their  fortunes  in  media  and  commu- 
nications— the  Coxes,  the  New- 
houses,  and  even  1989's  number  two 
man,  Warren  Buffett,  whose  Berkshire 
Hathaway  has  a  big  investment  in 
Capital  Cities  and  is  long-time  owner 
of  the  only  Buffalo  newspaper.  In  all, 
72  members  of  this  year's  list,  or  18%, 
are  the  owners  of  media  fortunes. 
Among  them,  count  the  irrepressible 
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Ted  Turner,  whose  Turner  Broadcast- 
ing stock  also  tripled  this  year.  Yes, 
he's  a  billionaire  now,  too. 

There  are  plenty  of  changes  farther 
down  this  year's  listing — rises,  falls, 
new  arrivals  (36  of  them — see  box  at 
right;  each  new  arrival  is  marked  in 
the  listings  with  a  *)  and  24  returnees 
who  had  slipped  off  in  previous  years 
but  made  impressive  comebacks. 
This  year's  400th  fortune  was  an  esti- 
mated $275  million  or  more,  a  hefty 
22%  increase  from  last  year's  $225 
million.  For  perspective,  that  $275 
million  figure  beats  out  more  than 
three-fourths  of  the  fortunes  we  esti- 
mated in  our  very  first  Forbes  Four 
Hundred,  in  1982,  when  the  last  U.S. 
recession  was  bottoming  out. 

Our  story,  of  course,  is  not  only  of 
increasing  wealth.  There  are  soft 
spots  too;  the  most  visible  one  this 
year  was  real  estate.  For  the  first  time, 
Forbes  Four  Hundred  reporters  found 
real  estate  values  virtually  static  in 
almost  every  part  of  the  country — 
except  in  places  where  they  are  signif- 
icantly down.  Only  Los  Angeles  resi- 
dential real  estate  was  unambiguous- 
ly up  (see  story,  p.  48). 

Consequently,  two  of  the  biggest 
casualties  this  year  were  Trammell 
Crow,  whose  estimated  fortune  fell 
from  $775  million  to  $300  million 
and  is  still  heading  south;  and  his 
most  notable  acolyte  in  the  growth- 
and-leverage  real  estate  game,  Mack 
Pogue,  who  dropped  off  altogether 
(Forbes,  May  1). 

This  could  be  a  major  business 
trend  in  the  making:  One  of  our  Mon- 
ey Men  in  this  year's  issue,  Chicago's 
Sam  Zell,  who  made  most  of  his  for- 
tune being  smarter  about  trouble  and 
real  estate  than  almost  anyone  in 
sight,  succinctly  explains  one  reason 
why  (seep.  362). 

So  what  will  happen  by  this  time 
next  year?  Will  cellular  phones  triple 
again?  Will  real  estate  fall  further  out 
of  bed?  Will.  Warren  Buffett  turn  to 
philanthropy  and  move  off  The  Forbes 
Four  Hundred,  in  the  same  way  that 
New  Jersey's  Ray  Chambers  already 
has  (see  p.  1  lHfi  Consider  the  pages 
that  follow  an  educational  but  inter- 
im report  on  our  continuing  research 
into  great  wealth  in  America.  Our 
only  guarantee:  Next  year,  we  will 
find  yet  more  surprises. 


New  among  The  Forbes  Four  Hundred 


Of  the  36  new  names  on  The 
Forbes  Four  Hundred  this  year, 
15  are  there  thanks  to  inheritance 
or  parental  generosity.  The  death 
in  April  of  John  Dorrance  Jr.,  for 
example,  brought  onto  the  list  3 
new  members  of  the  Campbell 
Soup  family.  Another  example: 
The  three  "Georgettes,"  daughters 
of  the  late  George  Getty,  can  thank 
the  courts  for  resolving  the  estate 
of  J.  Paul  Getty.  Their  share  was  $1 
billion.  Four  Waltons  (see  story)  and 
the  Washington  Post  Co.'s  Donald 
Graham  also  make  their  debuts,  as 
does  Lucille  Carver,  whose  late 
husband  left  her  a  block  of  Bandag, 
Inc.'s  rising  stock. 

The  self-made  entrepreneurs 
joining  The  Four  Hundred's  exclu- 
sive ranks  are  an  interesting  lot. 
Arthur  Cohen  has  fought  his  way 
back  from  near  disaster  in  less  than 
15  years  doing  real  estate  deals  all 
over  the  country,  then  letting  oth- 
ers manage  the  properties.  And 
Kingdon  Gould  Jr.,  a  lineal  descen- 
dant of  robber  baron  Jay  Gould, 
claims  inheritance  contributed  lit- 
tle to  his  real  estate  fortune. 

The  wealthiest  of  the  newly  dis- 
covered self-made  are  wealthy  in- 
deed. J.D.  Hollingsworth,  Jim 
Moran   and   J.H.    Marshall   II   all 


Name 

($mil) 

Page 

S.  Robson  Walton 

1,800 

162 

John  T.  Walton 

1,800 

162 

Jim  C.  Walton 

1,800 

162 

Alice  L.  Walton 

1,800 

162 

John  D.  Hollingsworth 

750 

204 

James  Martin  Moran 

700 

205 

James  Howard  Marshall  II 

670 

208 

John  Thompson  Dorrance  III 

650 

208 

Bennett  Dorrance 

650 

208 

Mary  Alice  Dorrance  Malone 

650 

208 

William  Michael  Cafaro 

500 

223 

George  L.  Lindemann 

460 

232 

Jon  M.  Huntsman 

450 

236 

Michael  Robert  Forman 

450 

236 

Howard  Butcher  Hillman 

420 

242 

Tatnall  Lea  Hillman 

420 

242 

John  G.  Rangos  Sr. 

415 

242 

Dennis  Washington 

400 

247 

weigh  in  at  the  $700  million  or  so 
mark.  Each  is  a  unique  story.  Mar- 
shall built  his  fortune  via  Kansas' 
Koch  Industries,  after  a  stint  as  as- 
sistant dean  at  Yale  Law  School. 
For  Hollingsworth's  story,  see  page 
34;  for  Moran's,  page  54. 

Voters'  environmental  concerns 
could  make  waste  disposal  and 
cleanup  a  boom  industry  of  the 
Nineties,  so  John  Rangos  Sr., 
whose  publicly  owned  Chambers 
Development  owns  landfills,  may 
be  starting  a  new  Four  Hundred 
trend.  Contrarian  Jon  Huntsman 
made  most  of  his  $450  million  for- 
tune in  half  a  decade  buying  petro- 
chemical plants  when  everybody 
said  that  American  industry  was 
dying.  Nelson  Peltz  started  buying 
into  basic  industries  at  nearly  the 
same  time,  one  of  the  biggest  bene- 
ficiaries of  all  of  Mike  Milken's 
junk  bonds. 

Finally,  the  ascendancy  of  Joe  Ja- 
mail  proves  great  wealth  doesn't 
need  to  be  built  or  inherited:  It  can 
be  commandeered  in  court — in  Ja- 
mail's  case,  in  fees  from  Pennzoil 
for  beating  Texaco.  Jamail  is  the 
first  to  make  The  Four  Hundred 
through  the  practice  of  law,  but 
absent  meaningful  tort  reform,  he 
is  unlikely  to  be  the  last. 


Name 

(Smil) 

Page 

Nelson  Peltz 

400 

250 

Donald  E.  Graham 

390 

226 

Arthur  G.  Cohen 

350 

264 

Ralph  McAllister  Ingersoll  II 

345 

264 

Anne  C.  Getty  Earhart 

330 

268 

Caroline  Marie  Getty 

330 

268 

Claire  Eugenia  Getty  Perry 

330 

268 

Joseph  Dahr  Jamail  Jr. 

325 

270 

Harry  Lebensfeld 

325 

272 

Lucille  Carver 

320 

272 

Leonard  Tow 

315 

276 

Eli  Broad 

310 

276 

Kenneth  Eugene  Behring 

300 

278 

Robert  J.  Congel 

300 

279 

Cleon  T.  |Bud|  Knapp 

300 

279 

Robert  Drayton  McLane  Jr. 

300 

281 

Kingdon  Gould  Jr. 

290 

284 

Arthur  L.  Williams  Jr. 

290 

287 
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The  Forbes  Four  Hundred. 


Everything  you  always  wanted  to  know 
about  private  wealth  in  America  but  were 
afraid  to  ask.  (Maybe  we  shouldn't  have.) 

The  many  paths 
to  riches 


By  Joe  Queenan 


Here's  what  the  prototypical 
member  of  The  Forbes  Four 
Hundred  looks  like.  He  is  a 
63-year-old  male  working  on  his  1 .4th 
marriage,  who  has  3.1  children,  a  de- 
gree from  an  Ivy  League  or  off-brand 
Ivy  League  school  and  a  net  worth  of 
$672  million,  more  than  the  gnp  of 
Lesotho. 

He  is  most  likely  to  have  made  his 
fortune  in  the  manufacturing,  real  es- 
tate or  media  businesses,  least  likely 
to  have  done  it  hoisting  beams  and 
girders,  or  foraging  about  in  the  cow 
pastures.  Geographically,  he  is  proba- 
bly a  New  Yorker  or  a  Californian,  but 
definitely  not  a  resident  of  Maine, 
North  Dakota  or  Alaska,  none  of 
which  has  any  members  on  The 
Forbes  Four  Hundred.  There  is  also  a 


good  chance  that  he  owns  at  least  part 
of  a  major  league  sports  franchise. 
Forbes  does  not  keep  figures  on 
weight,  height,  hat  size  or  diameter  of 
pinky  ring  finger. 

Of  the  400  distinguished  individ- 
uals on  the  list,  346  are  males  and  54 
are  females.  A  goodly  number,  but 
surprisingly  not  the  majority,  of  the 
400  have  taken  the  most  direct  route 
to  fame  and/or  fortune  (usually,  only 
the  latter)  with  a  genetic  passport:  A 
full  40%  (159)  inherited  their  way  to 
the  top. 

More  surprising  is  the  number  who 
were  able  to  make  all  this  money  pri- 
marily by  themselves.  A  robust  217  of 
the  millionaires  or  billionaires  are 
self-made  men  or  women.  Woman, 
rather:  Of  the  54  women  on  the  list 
only  one  can  be  described  as  self- 
made:  Estcc  Lauder. 


What  about  the  remaining  24  peo- 
ple on  the  list?  They  are  partially  self- 
made,  having  gotten  their  hands  on 
modest  fortunes  through  birth,  death, 
marriage  or  some  other  ploy,  and  then 
parlayed  them  into  larger,  less  tidy 
fortunes. 

The  Forbes  Four  Hundred  have 
laudable  procreative  tendencies,  go- 
ing forth  and  multiplying  3. 1  times  on 
average,  though  not  always  with  the 
same  comultiplier.  This  fecundity 
may  be  partially  explained  by  the  fact 
that  108  of  the  400  have  been  divorced 
at  least  once. 

Getting  divorced  doesn't  seem  to 
get  in  the  way  of  great  wealth.  Those 
who  have  thrown  in  the  conjugal  tow- 
el at  least  once  check  in  with  an  aver- 
age net  worth  of  $819  million — and 
that's  after  deducting  alimony  pay- 
ments— while  those  who  have  stayed 
the  course  with  a  single  spouse  report 
a  net  worth  of  just  $617  million.  The 
moral  is  unmistakable:  If  you're  seri- 
ous about  getting  hitched  to  someone 
you  will  love,  honor,  obey  and/or 
cherish  till  death  do  you  part,  make 
darn  sure  he  or  she  is  worth  taking  a 
$200  million  hit  for. 

Educationally  speaking,  it  is  proba- 
bly a  waste  of  time  going  to  a  presti- 
gious college  if  what  you  really  want 
to  do  is  get  very  rich.  Less  than  18%  of 
The  Forbes  Four  Hundred  went  to  an 
Ivy  school.  For  those  who  care,  the 
score  is:  Yale  (22),  Harvard  (17),  Penn 
(12),  Princeton  (11),  Columbia  (8), 
Dartmouth  (2),  Cornell  (2)  and  Brown 
(2).  The  8  graduates  of  Columbia  Uni- 
versity possess  the  highest  net  worth: 
an  average  of  $967  million;  this  can  be 
explained  in  part  by  the  fact  that  no 
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one  ever  wastes  any  time  going  out  for 
their  football  team.  Trailing  Colum- 
bia are  Yale  ($862  million)  and  Penn 
($810  million).  Princeton  ($596  mil- 
lion) is  far  behind  Columbia,  by  $371 
million.  (But  Princeton's  paper  Tigers 
regularly  outperform  Columbia's 
toothless  Lions  on  the  gridiron.) 

Pedagogically  speaking,  there  are 
two  widely  divergent  paths  to  the  top 
of  the  heap.  The  first  is  to  go  out  and 
get  an  M.B.A.;  the  second  is  to  quit 
high  school.  Though  the  45  M.B.A.s 
on  The  Forbes  Four  Hundred  topped 
the  list  with  an  average  net  worth  of 
$895  million,  second  place  was  nailed 
down  by  the  ten  high  school  dropouts, 
who  were  worth  an  astonishing  $854 
million  apiece  on  average.  This  figure 
dwarfs  the  $696  million  net  worth  of 
college  graduates,  the  $621  million  of 
folks  who  went  to  college  for  a  few 
years  without  getting  a  degree,  and 
the  $540  million  in  average  net  worth 
held  by  high  school  graduates. 

In  other  words,  high  school  drop- 
outs are  worth,  on  average,  $314  mil- 
lion more  than  their  counterparts 
who  hung  around  for  all  four  years  of 
high  school.  From  the  statistician's 
point  of  view,  the  message  is  clear: 
Unless  you're  prepared  to  gut  it  out 
academically  all  the  way  up  to  your 
M.B.A.,  you  might  as  well  pack  it  in  at 
age  14.  Going  for  the  middle  could 
cost  you  $314  million. 

Of  The  Forbes  Four  Hundred,  73% 
made  their  fortunes  in  one  of  four 
fields:  manufacturing  (80),  real  estate 
(77),  media  (72)  and  finance  (63).  How- 
ever, the  highest  per  capita  net  worth 
is  in  technology,  whose  13  representa- 
tives are  worth  $843  million  apiece, 


on  average,  as  opposed  to  the  $553 
million  bagged  by  those  whose  for- 
tunes are  in  real  estate.  Bringing  up 
the  rear  are  engineering/construction 
(3)  and  industry  (2),  whose  members 
also  report  the  lowest  average  net 
worth  ($420  million). 

More  than  one  in  five  members  of 
The  Forbes  Four  Hundred — 82  to  be 
exact — live  in  or  around  New  York 
City,  with  Los  Angeles  (32),  San  Fran- 
cisco (19),  Chicago  (18)  and  Dallas/ 
Fort  Worth  (18)  the  next  most  densely 
populated  plutocratic  metropolises. 
With  11  members  on  the  list,  the 
Washington,  D.C.  metropolitan  area 
has  one  of  the  highest  per  capita  ratios 
of  Forbes  Four  Hundred  members. 

On  a  state-by-state  basis,  New  York 
(80),  California  (64)  and  Texas  (31) 
lead  the  Forbes  hit  parade,  with  Illi- 
nois (19),  Florida  (19)  and  Pennsylva- 
nia (17)  in  train.  One  state  has  a  dis- 
proportionately large  number  of 
megamillionaires:  Arkansas.  Though 
Arkansas  is  one  of  the  poorest  states, 
there  are  no  fewer  than  12  razorbacks 
among  The  Forbes  Four  Hundred. 

The  Arkansan  Anomaly  is  caused 
by  the  presence  of  6  Waltons,  2  Ty- 
sons (the  chicken  Tysons,  not  the 
fighting  Tysons),  and  1  Rockefeller  in 
the  same  state.  Toss  in  the  Stephens 
brothers  and  J.B.  Hunt,  and  you  have 
the  highest  concentration  of  multi- 
millionaires in  the  U.S.,  with  the  pos- 
sible exception  of  several  blocks  on 
New  York's  Upper  East  Side.  Ver- 
mont has  a  single  entry  on  the  list, 
and  no,  it  is  not  Ben  &.  Jerry,  Ben  or 
Jerry,  or  any  combination  thereof. 
The  answer  is  Mansfield  Freeman. 

On  an  uplifting  mythological,  melt- 


ing-pot note,  the  list  includes  21  im- 
migrants, whose  average  net  worth  is 
a  staggering  $912  million — far  more 
than  the  $658  million  hauled  down  by 
the  native-born  heavy  hitters.  To  be 
sure,  not  all  of  the  immigrants  strag- 
gled through  Ellis  Island  with  their 
possessions  in  a  weather-beaten  ruck- 
sack; press  lord  Rupert  Murdoch 
came  in  on  the  sst. 

And  note  this:  21  people  on  The 
Forbes  Four  Hundred  own  at  least 
33%  of  a  major  league  sports  franchise 
(if  the  Atlanta  Braves  and  the  Miami 
Heat  can  be  considered  major  league). 

On  a  purely  actuarial  basis,  the  old- 
est member  of  The  Forbes  Four  Hun- 
dred is  the  self-made  Mansfield  Free- 
man, aged  94,  whose  net  worth  is 
$360  million;  the  youngest  is  32-year- 
old  Caroline  Marie  Getty,  at  $330 
million.  At  33,  William  Gates  is  the 
youngest  self-made  entry,  with  a  net 
worth  of  $1.25  billion. 

On  a  decade-by-decade  basis,  the 
wealthiest  members  of  The  Forbes 
Four  Hundred  are  in  their  40s  ($775 
million),  while  the  next  closest  age 
group  consists  of  the  four  folks  who 
are  closing  in  on  100;  they  have  an 
average  net  worth  of  $685  million. 
Intriguingly,  while  nonagenarians 
have  an  average  net  worth  of  $685 
million,  octogenarians  have  a  net 
worth  a  full  $105  million  less.  Must 
be  those  ten  extra  years  of  interest 
collected  from  jumbo  cds. 

Only  two  of  The  Forbes  Four  Hun- 
dred have  been  in  Chapter  1 1 .  But  as 
articles  elsewhere  in  this  issue  note, 
times  are  changing  in  ways  that  could 
make  this  last  statistic  the  most  inter- 
esting of  all  in  the  next  few  years.  B 
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Our  estimates  of  people's  net 
worth  are  deliberately  conser- 
vative. It  is  possible  to  say 
with  some  confidence  that  a  person  is 
worth  more  than  a  given  amount;  it  is 
often  extremely  difficult  or  impossi- 
ble to  establish  exactly  how  much 
more.  Our  basic  operating  principle  is 
to  think  in  terms  of  how  much  a  pru- 
dent buyer,  knowing  what  we  know 
as  we  go  to  press,  might  be  willing  to 
pay  for  a  person's  net  assets. 

To  arrive  at  coherent  estimates  of 
wealth,  Forbes  adopts  a  number  of 
basic  rules: 

•  Blocks  of  publicly  traded  stock  are 
priced  at  the  market  close  on  Sept.  8. 

•  Privately  held  companies  are  valued 
according  to  estimated  revenues  and 
earnings  and  to  prevailing  price/ 
earnings  ratios  for  publicly  traded 
companies  in  similar  businesses.  In 
some  instances,  multiples  of  cash 
flow  arc  used. 

•  When  earnings  and  cash  flow  aren't 
known  or  are  suspect,  wc  adopt  rule- 
of-thumb  conventions.  In  the  current 
market,  newspapers,  for  instance,  can 
be  valued  at  two  or  more  times  reve- 
nues, less  debt.  Television  and  radio 
stations,  cable  systems  and  some 
newspapers  are  valued  for  us  by  au- 
thoritative media  brokers  who  track 
them  professionally  (see  Acknowledg- 
ments, />  358). 

•  Among  oil  and  gas  producers  we 
rarely  go  beyond  putting  fair  valua- 
tion on  their  reserves,  to  be  conserva- 

Some  oil  and  real  estate  mag- 
nates have  substantial  assets  not  in 
thei.  own  names,  so  in  one  or  two 
cases  we  were  forced  to  rely  on  con- 


sensus estimates  of  knowledgeable 
peers.  These  estimates,  naturally,  are 
treated  cautiously. 

The  fortunes  of  the  very  rich  are,  of 
course,  difficult  to  calculate.  Often  it 
isn't  even  clear  exactly  who  owns  a 
great  fortune.  It  is  frequently  parked, 
at  least  partly,  in  the  names  of  the 
immediate  family  or  concealed  in  pri- 
vate investment  companies.  Or,  more 
difficult  to  find,  it  is  held  in  trusts, 
where  separate  elements  of  owner- 
ship (control  of  principal,  receipt  of 
income,  power  to  name  heirs,  etc.)  are 
deliberately  spread  among  different 
people  to  defend  against  inheritance 
tax  laws. 

•  In  the  matter  of  trusts  and  other 
intrafamily  arrangements,  we  proceed 
on  a  case-by-case  basis,  applying  com- 
mon sense.  Most  plainly  exist  to  carry 
out  a  normal  pattern  of  inheritance  (to 
husbands,  wives  or  offspring)  and  to 
minimize  inheritance  taxes.  We  look 
at  who  controls  the  wealth.  Trusts  are 
generally  attributed  to  the  person 
who  created  the  wealth,  if  still  alive 
and  in  control;  or,  if  that  person  is  not 
alive,  to  the  principal  controlling  fam- 
ily member  or  members  (and  not  the 
family  lawyers). 

Obversely,  spendthrift  trusts, 
which  are  meant  to  keep  control  out 
of  the  hands  of  beneficiaries,  are  not 
credited  to  the  beneficiaries;  only  es- 
timated trust  income  is  counted. 

For  an  example,  consider  the  Getty 
t.inuly.  For  years  Gordon  Getty,  as 
sole  trustee  of  the  major  family  trust, 
made  all  investment  decisions — such 
lling  Getty  Oil  to  Texaco — with- 
out any  other  family  members.  He 


also  controlled  distribution  of  trust 
income  for  himself,  one  brother,  and 
nieces  and  nephews. 

The  principal  was  never  his  to  bet 
at  the  track  or  spend  on  wine,  women 
and  song.  But  otherwise  his  power 
was  nearly  absolute,  and  he  already 
had  more  spending  money  than  he 
could  use  outside  the  trust.  In  a  prac- 
tical sense  he  differed  little  from  the 
outright  heir  who  chooses  not  to 
spend  capital  but  rather  to  manage 
responsibly  a  fortune  for  himself  and 
his  family.  We  attributed  the  fortune 
to  him  then. 

But  the  family  went  to  court.  He  no 
longer  acted  as  trustee.  He  remained 
on  our  list,  but  at  a  lower  level  reflect- 
ing his  estimated  personal  assets, 
while  control  of  the  trust  remained  in 
court-ordered  limbo.  Now  the  Getty 
trust  is  broken  up,  and  other  family 
members  have  acquired  similar  pow- 
ers over  their  portions  and  are  includ- 
ed this  year. 

Lawyers  sometimes  say  a  trust  is 
"owned"  by  those  who  ultimately 
will  receive  the  principal.  Usually, 
that  means  the  next  generation  of  the 
family  in  question.  But,  in  fact,  the 
next  generation  often  has  no  power  to 
spend  or  invest  principal  or  to  dis- 
burse income  to  themselves. 

It  is  difficult  to  take  such  "owner- 
ship" seriously,  or  to  count  so  power- 
less an  "owner"  as  one  of  the  richest 
people  in  America.  It  is  true  that  a 
controlling  person's  powers  may  be 
weakened  by  the  limitations  of  a 
trust.  But  every  other  party's  claim  to 
present  ownership  is  far  weaker  still. 

Irrevocable  charitable  trusts  and 
foundations  are  not  counted  as  per- 
sonal wealth  at  all. 

Wealth  in  the  names  of  spouses  and 
other  immediate  family  members  is 
sometimes  assigned  to  the  principal 
family  member,  especially  where  ties 
are  close.  Where  a  family  member's 
shares  are  sufficient  to  entitle  him  or 
her  to  a  place  among  the  richest  peo- 
ple in  America,  however,  we  general- 
ly list  him  or  her  separately.  And  this 
practice  is,  of  course,  also  followed 
where  immediate  family  members 
have  split  because  of  divorce  or  other 
internal  family  differences. 
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THE  BOTTOM  LINE  IS  YOUR 
FINANCIAL  PEACE  OF  MIND. 


When  the  leaders  of  America's  most  important  companies  seek 
expertise  in  insurance  and  financial  services,  they  turn  to  the  company  that 
can  help  them  the  most.  The  Travelers. 

We  tailor  our  broad  range  of  products  and  services  to  fit  the  specific 
needs  of  our  diverse  clients. 

This  flexibility  is  backed  by  the  power  of  our  $50+  billion  in  assets 
and  125  years  of  experience.  As  a  result,  our  clients  are  better  equipped 
to  meet  the  growing  demands  of  the  business  world.  With  confidence  and 
financial  peace  of  mind . 


The  Travelers  Companies.  Hartford.  Connecticut  06183 


Thelravelersj 

You're  better  off  under  the  Umbrella!1 


c  1989  The  Travelers  Corporation 
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John  Werner  Kluge 


Metromedia.  Charlottesville,  Va.; 
nyc.  75.  Twice  divorced,  remarried; 
3  children.  German-born,  poor,  ar- 
rived Detroit  1922.  Scholarship  Co- 
lumbia; economics  degree  1937. 
John  bought  radio  station  1946  (Sil- 
ver Spring,  Md.);  built  string  of  ra- 
dio, tv  stations;  formed  Metrome- 
dia; added  billboards,  Harlem 
Globetrotters,  Ice  Capades,  cellular 
phone.  Convert  to  Catholicism 
1981.  Liquidated  Metromedia  as- 
sets in  dramatically  profitable  1984 
buyout;  realized  $4.65  billion  be- 
fore taxes,  debt.  Diversified:  started 
computerized  billboard  painting 
company,  raised  Orion  Pictures 
stake  to  near  70%,  bought  Pondero- 
sa  Steak  chain,  etc.  Started  "friend- 
ly" lbo  firm  with  partners  Stuart 
Subotnick,  Jack  Perkowski — first 
purchase:  industrial  equipment  di- 
visions of  Stanadyne  for  $200  mil 
lion.  Metromedia  recently  bought 
itt  telecommunications  divisions, 
increasing  long-distance  subscriber 
base  to  510,000.  Personally  bought 
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80,000  acres  in  Scotland.  But  big- 
gest gain  in  value  from  premier  cel- 
lular territories:  nyc,  Philadelphia, 
New  Jersey.  With  values  more  than 
tripled  in  year,  cellular  easy  sale  at 
$2.6  billion.  Net  worth  over  $5.2 
billion. 

Warren  Edward  Buffett 

Stock  market.  Omaha.  59.  Married, 
3  children.  Father  stockbroker, 
served  in  Congress.  First  stock  pur- 
chase, age  11.  M.B.A.,  Columbia; 
disciple  of  innovative  financial 
wizard  Benjamin  Graham.  Appren- 
ticed   with    Graham    1954;    used 
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Warren  Edward  Buffett 


$100,000  to  form  own  investment 
firm  1956.  Dissolved  1969  after 
thirtyfold  growth,  no  down  years 
(didn't  like  market  prospects). 
Bought  Berkshire  Hathaway  textile 
mills  1965  ($12/share);  company 
became  vehicle  for  profitable  diver- 
sification, investments;  textile  op- 
erations closed  1985  (recent  stock 
price:  approx.  $7,000/share).  Annu- 
al report  popular  reading  for  genial 
humor,  revelation  of  master's  in- 
vestments. Long-term  investor 
seeking  fundamentals;  good  man- 
agement currently  in  place.  Invests 


"meaningful  amounts":  $517  mil- 
lion in  abc  Broadcasting,  $700  mil- 
lion in  Salomon  Brothers,  etc. 
Withdrew  Mutual  Savings  &  Loan 
of  Pasadena  from  U.S.  Savings 
League  over  "disgraceful"  attempts 
to  weaken  capital  requirements  in 
s&l  bailout.  Wealth  to  be  left  in 
trust  for  two  causes:  population 
control,  nuclear  disarmament;  chil- 
dren to  receive  only  token  amount, 
so  they  won't  "do  nothing."  His 
45%  Berkshire  Hathaway  worth 
over  $4.2  billion. 


Sumner  Murray  Redstone 

National  Amusements,  Inc.  New- 
ton Centre,  Mass.  66.  Married,  2 
children.  Broke  Japanese  codes  dur- 
ing WWII.  Graduated  Harvard  Law 
School  1947  in  top  12  of  class.  Prac- 
ticed law  briefly.  Entered  theater 
business  1954;  took  over  father's 
drive-in  theater  chain,  built  into 
400-screen  National  Amusements 
Inc.  (estimated  1988  sales,  $140 
million).  As  investor,  huge  gains  on 
Twentieth  Century  Fox,  Columbia 
Pictures  takeovers,  mgm/ua  Home 
Video  buyback.  Badly  burned  in 
1979  Boston  hotel  fire,  survived  by 


Sumner  Murray  Redstone 
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clinging  to  ledge.  Taught  entertain- 
ment law  class  Boston  U.  Bought 
entertainment  giant  Viacom,  val- 
ued at  $3.4  billion  (Showtime,  The 
Movie  Channel,  mtv,  cable,  radio, 
tv  stations)  1987.  Took  public  next 
day,  his  83%  worth  $2.5  billion. 
Battled  John  Kluge  (which  see)  for 
control  of  Orion  Pictures;  cashed 
out  for  approximately  $18  million 
profit.  National  Amusements,  Via- 
com, etc.  worth  at  least  $2.88  bil- 
lion. "What  did  I  know  about  mtv? 
I  only  knew  I  couldn't  stand  look- 
ing at  it." 


Ted  Arison 

Carnival  Cruise  Lines.  Miami 
Beach.  65.  Divorced,  remarried;  2 
children  by  first  marriage,  1  adopt- 
ed in  second.  Palestine-born  son  of 
largest  Israeli  shipowner.  Quit  col- 
lege for  British  army's  Jewish  bri- 
gade 1942.  To  New  York  1952, 
lived  on  $10  a  week.  Started  short- 
lived cargo  line;  then  air  cargo  firm, 
took  public,  sold  out.  Saw  potential 
in  mass-market  cruise  business, 
but  joint  venture  with  Norwegian 
Caribbean  Lines  ended  in  vitriolic 
lawsuit.  With  schoolmate  Meshu- 


Ted  Arison 


lam  Riklis  (which see)  formed  Carni- 
val. In  1972  maiden  cruise  ran 
aground  with  300  travel  agents 
aboard;  bought  out  Riklis  1974  for 
$1.  Line  has  been  profitable  ever 
since.  Now  world's  largest  by  pas- 
senger count  with  seven  "fun" 
ships — each  has  full-scale  casino 
catering  to  Middle  America,  usual- 
i;  tully  booked.  In  January  bought 
travel  and  tourism  activities  of 
Holland- America  Line.  Son  Milk 
40,  president  and  CEO.  Also  oper- 


ates Nassau  casino.  Took  Carnival 
public  1987;  his  and  family's  80%, 
other  holdings  (Ensign  Bank,  Atlan- 
ta real  estate  firm,  share  of  Miami 
Heat  basketball  franchise)  worth  at 
least  $2.86  billion. 

Ronald  Owen  Perelman 

Leveraged  buyouts,  nyc.  46.  Di- 
vorced, remarried;  4  children. 
Youngster  tagged  along  as  father 
built  small  Philadelphia  conglom- 
erate; sat  on  board  in  grade  school, 
later  attended  Wharton.  Borrowed 
$1.9  million  to  buy  40%  of  jewelry 
distributor  1978,  built  into  MacAn- 


R(»iaUt  Owen  I'erelman 


drews  &.  Forbes  empire  with  pyra- 
mid power:  Use  junk  leverage  to 
buy  undervalued  assets;  sell  but 
keep  cash  cows;  go  after  bigger  fish. 
Tenacious  dealster  bagged  Revlon 
for  $3  billion  1986,  but  his  $4.1 
billion  bid  for  Gillette  failed.  Di- 
verse conglomerate  now  controls 
cosmetics  (Revlon,  Max  Factor, 
Charles  of  the  Ritz),  drug  testing 
(National  Health  Laboratories)  and 
licorice.  Sold  Technicolor  for  $780 
million  (bought  1983,  $125  mil- 
lion). Investing  in  media  (Marvel 
Comics,  New  World  Entertain- 
ment) through  57% -owned  An- 
drews Group.  Still  eclectic:  camp- 
ing-gear maker  Coleman  Co.,  $545 
million,  1989;  investing  $315  mil- 
lion in  bankrupt  s&l  First  Texas 
Gibralter.  Net  of  heavy  debt,  worth 
now  estimated  $2.75  billion. 


Samuel  Irving  Newhousejr. 
Donald  Edward  Neu  bouse 

Brothers.  Publishing,  cable  tv.  Fa- 
ther Samuel  born  to  East  European 
immigrants;  at  16  ran  Bayonne 
(N.J.)  Times.  Took  over  ailing  Staten 
Island  Advance  1922.  Frugal  busi- 
nessman whose  cost-cutting  strate- 
gies produced  nation's  largest-cir- 
culation privately  held  newspaper 
chain.  Ran  business  with  3  broth- 
ers; 2  sons  tagged  along  on  rounds. 
Knew  how  to  fill  a  request:  "She 
(my  wife)  asked  for  a  fashion  maga- 
zine and  I  went  out  and  got  her 
Vogue."  Also  rest  of  Conde  Nast 
1959.  Died  1979.  Estate  tax  case 
still  unsettled:  irs  wants  $600  mil- 
lion, brothers  offer  $47  million.  Si: 
nyc.    61.    Divorced,    remarried;    3 


Samuel  Irving  Newhousejr. 


Robin  Planer 


Donald  Edward  Newhouse 
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children.  Chairman,  supervises 
magazines  (total  circ.  9.5  million: 
New  Yorker,  Gourmet,  Vanity  Fair,  Pa- 
rade, etc.),  also  Random  House.  4 
a.m.  workday  starts.  Son  Samuel  III 
Jersey) Journal  publisher.  Donald:  60. 
Married,  3  children.  Advance  presi- 
dent, runs  22  papers  (total  circ.  over 
3  million),  including  Newark  Star- 
Ledger,  Portland  Oregonian,  New 
Orleans  Times-Picayune-,  cable  tv 
(over  1.1  million  subscribers).  Son 
Steven,  Jersey  Journal  editor.  Pub- 
lishing empire,  net  of  tax  case,  pos- 
sible debt,  worth  $5.2  billion. 

Barbara  Cox  Anthony 

Anne  Cox  Chambers 

Sisters.  Inheritance.  Daughters  of 
country  school  teacher,  reporter 
James  Middleton  Cox,  who  bought 
Dayton  (Ohio)  Daily  News  1898  for 
$26,000.  Ohio  governor  3  times, 
lost  as  Dem.  presidential  nominee 
1920,  with  running  mate  fdr.  Re- 


Barbara  Cox  Anthony 


turned  to  media,  built  empire  with 
flagship  Atlanta  Journal  6  Constitu- 
tion 1939;  d.  1957.  Son  James  Jr. 
diversified  into  broadcasting,  cable; 
antitrust  forced  spinoff  1964  Cox 
Communications;  died  1974. 
Daughters  hold  98%  Cox  Enter- 
prises, now  18  dailies,  10  weeklies, 
7  tv  stations,  12  radio  stations,  1.5 
million  cable  subscribers,  Telerep 
(top  billing  tv  rep  firm),  etc.  Closed 
Florida's  oldest  newspaper,  Miami 
News,  1988.  Anne:  Atlanta.  69.  Di- 
vorced, 3  children.  Atlanta  society 
hostess.  "Late  bloomer'  in  public 
affairs,  became  civic  leader  Atlan- 
ta's first  woman  bank  director 
'3)j  ambassador  to  Belgium 
ad  Jimmy  Cartel.  Barbai 
nolulu.  66.  Divorced,  widowed, 
married;  2  children.  Ranches  Ha 


waii,  Texas,  Australia.  Third  hus- 
band Garner  Anthony,  60,  ran 
company  17  years,  completed  $1.3 
billion  buyout/merger  of  Cox  Com- 
munications 1985.  Son  James  C. 
Kennedy,  41,  chairman  1988.  Both 
women  on  board;  Anne  chairwom- 
an Atlanta  newspapers,  Barbara 
chairwoman  of  Dayton  newspa- 
pers. Together,  worth  at  least  $5 
billion. 


Henry  Ross  Perot 

Electronic  Data  Systems.  Dallas. 
59.  Married;  4  daughters,  1  son.  Son 
of  Texas  cotton  broker,  delivered 
newspapers  in  poor  black  neighbor- 
hood where  others  feared  to  go  age 


llenn  Ross  Perot 


12;  earned  Eagle  Scout  badge  in 
least  time  permitted.  Annapolis; 
left  Navy  after  4  years.  Took  ibm 
sales  job,  failed  to  convince  ibm  to 
sell  data  processing  services; 
formed  eds  1962  with  $1,000  of 
wife's  savings.  "My  wife  still  wants 
to  know  why  everything's  in  both 
our  names."  Stock  crash  1969  cost 
him  $1  billion  on  paper;  shrugged 
off.  Earned  $1.4  billion  pretax  in 
stock,  cash  on  sale  of  eds  1984; 
bought  off  with  more  by  gm  board 
after  he  offered  "constructive  criti- 
cism." eds  clone  Perot  Systems 
started  last  year:  no-bid  contract 
with  post  office  derailed  by  protests 
from  gm:  "It's  the  American  way." 
Injected  $20  million  into  Steve 
Jobs'  Next;  helped  bankroll  I.M. 
Pei's  Morton  H.  Meyerson  Sym- 
phony Center  in  Dallas  (so  named 
to  honor  former  eds  president).  Son 
H.  Ross  Jr.  developing  space  for 
"global  manufacturing"  at  new  air- 
port outside  Dallas.  Net  worth,  af- 
ter research  correction,  estimated 
billion. 


Jay  Arthur  Pritzker 
Robert  Alan  Pritzker 


Brothers.  Financiers,  manufactur- 
ers. Progenitor  Nicholas  Pritzker  to 
Chicago  from  Kiev  1881;  started 
law  firm  1902;  joined  by  his  3  sons,- 
still  Pritzker  &  Pritzker  today. 
Lawyer  son  Abram  (A.N.)  branched 
into  real  estate,  light  manufactur- 
ing late  1930s;  d.  1986.  A.N.'s  sons 


Robert  and  Jay  Pritzker 


multiplied  holdings.  Financial  wiz- 
ard Jay:  67.  Married,  4  children. 
Studied  law,  used  father's  credit  to 
help  finance  own  deals.  Started  Hy- 
att Hotels  1957;  run  by  brother 
Donald  (d.  1972);  known  for  extrav- 
agant architecture;  expanding  un- 
der Jay's  son  Thomas.  Robert:  63. 
Divorced,  remarried;  5  children. 
The  family  engineer.  Runs  over  60 
low-tech  manufacturing,  service 
firms  through  Marmon  Group 
(1988  earnings  top  $200  million): 
"We  don't  bet  the  farm  on  things." 
With  Wilhelmson  shipping  family 
of  Norway,  family  outmaneuvered 
Ted  Arison  (which  see)  in  bid  to  ac- 
quire Royal  Admiral  Cruise  Lines 
1988.  Two  of  Don's  3  children  also 
active  in  family  enterprises.  Total 
Pritzker  wealth  probably  exceeds 
$4.7  billion. 


A.  Alfred  Taubman 


Real  estate.  Bloomfield  Hills,  Mich. 
65.  Divorced,  remarried;  3  children. 
Father  Phil  was  Detroit  custom 
home  builder;  Al  artistic  as  child, 
studied  fine  arts  in  college;  dropout 
from  U.  of  Michigan  to  work  in 
construction.  Took  $5,000  loan  to 
start  own  firm  1950;  switched  from 
contracting  to  development.  Built 
large  regional  malls  1960s;  uses 
sense  of  art  and  architecture  to  cre- 
ate chic,  harmonious  settings  de- 
signed for  retailing;  obsession  with 
detail  leads  to  stringent  leases  and 
store  design  requirements.  Now  op- 
erates 19  exclusive  malls.  Led  Ir- 
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Adolph  Alfred  Taubman 


vine  Ranch  buyout  1977;  earned 
$150  million  on  1983  sale.  White 
knight  for  Sotheby's  1983;  went 
public  1988,  price  skyrocketed.  Re- 
tailer himself:  bought  department 
stores  Woodward  &.  Lothrop,  Wan- 
amaker.  Considers  all  investments 
retailing-related:  "Our  consumer 
society  is  not  driven  by  the  satisfac- 
tion of  basic  needs.  It  is  fueled  by 
fantasy,  flight  and  excitement  of  a 
possible  purchase.'''  Personally  ma- 
cho, blunt,  self-confident,  yet  high- 
ly sensitive  to  criticism,  even  with 
net  worth  at  $2.15  billion. 


Lester  Crown 

(and  family) 


Inheritance,  industrialist.  Wil- 
mette,  111.  64.  Married;  7  children,  3 
in  business.  Father  renowned  Chi- 
cago financier  "Colonel"  Henry 
Crown,  93,  built  empire  on  small 
sand-and-gravel  firm,  Material  Ser- 
vice Corp.,  1919.  Merged  with  Gen- 
eral Dynamics  1959  for  stock,  now 
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22%  stake.  Amassed  real  estate,  in- 
cluding Empire  State  Building;  sold 
reluctantly  1961,  estimated  $31 
million  profit.  Brother  Irving  (d. 
1987)  "the  operating  man,"  Henry 
"the  conceptual  man."  Elder  son 
Robert  was  heir  apparent,  died  of 
heart  attack  1969.  Mantle  passed  to 
Harvard  M.B.A.  son  Lester:  "There 
has  to  be  a  yes-or-no  person."  Ir- 
ving's  son-in-law  Charles  (Corky) 
Goodman,  55,  acts  as  right  hand. 
Lester,  son  James,  35,  on  gd  board. 
Real  estate  partnership  with  Tish- 
man  Speyer;  recent  divestitures 
nyc,  Chicago  office  buildings  net- 
ted estimated  $150  million  profit. 
With  real  estate,  stock  (including 
Maytag,  Vulcan  Materials,  tw  Ser- 
vices), interests  in  New  York  (base- 
ball) Yankees,  Chicago  (basketball) 
Bulls,  Yes-Or-No  Lester  controls 
family  fortune,  wants  off  Forbes 
Four  Hundred:  "You  would  be 
more  embarrassed  than  words 
could  tell  if  you  knew  what  my 
own  net  worth  was,  no  matter  what 
the  family  net  worth  was."  Forbes 
estimates  it's  at  least  $2.15  billion. 

Edgar  Miles  Bronfman 

Seagram  Co.  nyc.  60.  Married  4 
times  (twice  to  current  wife);  7  chil- 
dren. Father  Samuel  got  leg  up  on 
U.S.  liquor  business  during  Prohibi- 
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Edgar  Miles  Bronfman 


tion.  Took  over  rival  Joseph  E.  Sea- 
gram &  Sons  Ltd.  1928.  Reportedly 
Canada's  largest  private  landowner 
1966;  properties  then  worth  $165 
million.  Sons  took  business  1971; 
Charles,  Canadian  subsidiary;  Ed- 
gar, American.  Seagram  Co.  Ltd.: 
more  than  275  brands  of  distilled 
spirits,  some  400  brands  of  wine; 
worldwide  recognition.  Edgar  Jr., 
34,  president  &  chief  operating  offi- 
cer 1989.  Skipped  college  for  show 
biz  career,  produced  movie  age  17. 
Edgar  Sr.,  president  World  Jewish 
Congress;  travels  globe  in  private 
jet  ("777  Sugar  Whiskey")  seeking 
religious  freedom  for  Jews  world- 
wide. His  16%  Seagram  plus  other 
assets  worth  at  least  $2  billion. 

Leslie  Herbert  Wexner 

Limited,  Inc.  Columbus,  Ohio.  52. 
Single.  Dropped  out  of  law  school; 
entered  parents'  clothing  store 
1961.  Disagreed  on  retailing  strate- 


Leslie  Herbert  Wexner 


gies.  Leslie  opened  store  "his  way" 
(specialized  in  women's  sports- 
wear) with  loan  1963.  Success. 
Built  chain.  Went  national  using 
fast  trend-spotting,  faster  distribu- 
tion, moderate  prices.  Overextend- 
ed in  late  1970s:  Earnings  dropped 
55%  1978.  Then  back  on  track; 
even  fared  well  in  women's  apparel 
slump  1988:  Lean  inventories  pre- 
vented merchandise  buildup.  Ex- 
panded through  acquisitions; 
moved  into  men's  apparel.  After 
nearly  freezing  to  death  on  moun- 
tain 1981,  determined  to  use  time 
purposefully:  now  active  in  Jewish, 
civic  charities.  Stock,  other  assets 
worth  $2  billion.  Secure  at  last:  "If 
the  world  goes  to  hell,  I  can  earn  a 
very  good  living  as  a  sweater 
buyer." 
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David  Packard 


Hewlett-Packard.  Los  Altos  Hills, 
Calif.  77.  Widowed;  1  son,  3  daugh- 
ters. Phi  Beta  Kappa,  Stanford 
scholar-athlete:  basketball,  foot- 
ball, track.  Founded  Hewlett-Pack- 
ard Co.  1939  in  Palo  Alto,  Calif, 
garage  with  $538  and  Stanford 
buddy  William  Hewlett  (which  see). 
Invented  revolutionary  audio  os- 
cillator; sold  first  one  to  Walt  Dis- 
ney for  movie  Fantasia.  Wives 
worked  to  support  businessman 
Hewlett  and  engineer  Packard  un- 
til company  clicked.  Fifty-year  an- 
niversary 1989:  garage  known  as 


David  Packard 


birthplace  of  Silicon  Valley,  desig- 
nated California  historical  land- 
mark. Packard:  "I'm  not  very 
strong  on  reminiscing.  I  think  we 
ought  to  be  looking  forward  in- 
stead of  backward."  h-p  among 
world  leaders  electronics,  comput- 
ers: 1988  sales  $10  billion.  Acted 
as  Richard  Nixon's  deputy  defense 
secretary  1969-71,  chairman  of 
Ronald  Reagan's  Blue  Ribbon 
Commission  on  Defense  Manage- 
ment 1985-86.  Decided  1988  to 
donate  most  of  fortune  to  David 
and  Lucile  Packard  Foundation; 
transferred  2  million  shares  worth 
$110  million  so  far.  Packard's  re- 
maining stock  worth  $1.9  billion. 

Harold  Clark  Simmons 

Investments.  Dallas  and  Santa  Bar- 
bara, Calif.  58.  Twice  divorced,  re- 
married; 4  daughters.  Son  of  Texas 
schoolteachers  Loan  officer, 
bought  drugstore  with  $5,000  equi- 
ty, age  29.  Created  100-store  chain, 
sold  to  lack  Eckard  Corp.  for  $50 
million  stock  1973.  Built  conglom- 
erate via  hostile  takeovers:   from 


Harold  Clark  Simmons 


chemical,  oil  services,  timber,  sug- 
ar, fast  food  to  locks  and  hardware. 
Finances  most  business  ventures 
with  own  funds.  "I  don't  see  myself 
as  a  risk-taker.  In  my  business,  the 
odds  are  with  me."  Most  assets  in 
Valhi  Corp.;  went  public  1987.  Also 
real  estate  holdings  Colorado, 
southern  Louisiana.  This  year, 
sending  messages:  increased  stake 
in  Lockheed  to  over  9%,  received 
ftc  approval  to  buy  more  than  $15 
million  in  Paccar,  Phelps  Dodge, 
Chrysler,  Inland  Steel;  offered  to 
buy  Georgia  Gulf  Corp.  for  $  1 .3  bil- 
lion. Says  traditional  takeovers  be- 
coming too  expensive:  "I  am  seri- 
ously considering  becoming  a  mi- 
nority shareholder  and  not  trying  to 
take  over  the  company."  Active 
philanthropist:  $10  million  to  Dal- 
las-based arthritis  research  center 
1985  (Simmons  longtime  arthritis 
sufferer),  $41  million  to  U.  of  Texas 
Southwestern  Medical  Center 
1988.  Says  goal  is  to  build  founda- 
tion with  assets  equal  to  world's 
largest  (Howard  Hughes  Founda- 
tion, $5  billion).  Family  man;  skier, 
tennis  player.  Stock,  real  estate 
worth  $1.9  billion. 


Donald  Leroy  Bren 


Real  estate.  Newport  Beach,  Calif. 
57.  Twice  divorced,  3  children. 
Hollywood  rich  kid:  dad  late  com- 
mercial real  estate  developer/mo- 
vie producer  Milton  Bren,  step- 
mother actress  Claire  Trevor;  grew 
up  in  Beverly  Hills.  Attended  U.  of 
Washington  on  skiing  scholarship; 
lost  Olympic  bid  1956.  After  Ma- 
rines, borrowed  $100,000  to  build 
first  home  1958;  sold  his  home- 
builder  Bren  Co.  to  International 


Paper  for  $35  million  1970;  bought 
back  1972  for  reported  $22  million. 
Big  move  1977:  with  Al  Taubman, 
Milt  Petrie,  Max  Fisher,  Herb  Allen 
(all  of  which  see),  others,  bought  Ir- 
vine Ranch  for  $337  million.  Too 
many  cooks:  squabbles  with  Taub- 
man ("Each  of  their  egos  could  fill 
the  room");  bought  out  most  part- 
ners 1983  for  $518  million;  ruling 


John  Hording 


Donald  Leroy  Bren 


imminent  in  Michigan  court  battle 
with  Joan  Irvine  Smith,  litigious 
granddaughter  of  Irvine  Co. 
founder,  over  buyout  price.  Star 
fundraiser  for  George  Bush;  honor- 
ary delegate  at  1988  convention. 
But  "I  want  to  stay  out  of  the  spot- 
light any  way  I  can."  Hard  to  hide 
one-sixth  Orange  County  (64,000 
acres),  fortune  estimated  at  least 
$1.85  billion. 


Sam  Moore  Walton 
S.  Robson  Walton  • 
John  T.  Walton  • 
Jim  C.  Walton  • 
Alice  L.  Walton  • 


Father,  sons,  daughter.  Wal-Mart 
Stores.  Sam:  Bentonville,  Ark.  71. 
Married,  4  children.  Born  Kingfish- 
er, Okla.,  worked  to  help  support 
family  during  Depression  (deliv- 
ered paper,  milked  cows).  Began  at 
J.C.  Penney  for  $85/month,  state- 
side mp  WWII.  Opened  Ben  Frank- 
lin store,  Newport,  Ark.,  1945  with 
money  saved  in  Army;  lost  lease 
1950;  started  over  in  Bentonville 
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Do  your  tires  perfonn  this  well  on  paper? 


WKENC^C 


RJKEH 


All  new  tires  perform  well 
on  the  road.  The  question  is, 
for  how  long? 

You  can  find  out  the  hard 
way. 

Or  you  can  read  the  war- 
ranty and  find  out  what  the 
manufacturer  thinks. 
We  think  so  highly  of  our  Riken  STX 
Radials  that  we've  given  them  one  of  the 
strongest  warranties  available  from  any  tire 
manufacturer.  As  much  as  60,000  miles, 
depending  on  the  series. 

•- 
£1989  Riken-America,  Inc. 


That's  because  every  Riken  STX  Radial  has 
a  computer-formulated,  all-season  tread  de- 
signed for  the  specific  aspect  ratio  of  each  tire 
series-75, 70, 65,  and  60. 

This  specificity,  combined  with  the  stringent 
material  control  of  our  manufacturing  process, 
provides  unsurpassable  traction,  handling 
and  longevity. 

So,  if  you  want  tires  that  will  still  be  roaring 
through  "the  rain  forty,  fifty,  even  ■■■ 
sixty  thousand  miles  from  now, 
visit  a  Riken  Dealer.  Call  1-800- 
635-7500  for  the  one  nearest  you. 
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with  brother  James  L.  (which  see). 
Proposed  discount  store  concept  for 
small  towns:  Ben  Franklin  not  in- 
terested. Opened  first  Wal-Mart 
Rogers,  Ark.;  1962.  Went  public 
1970,  expanded;  now  over  1,300 
Wal-Mart  stores,  $20.7  billion  sales 
1988,  third-largest  retailer  in  U.S. 
No  longer  ceo;  still  travels  weekly 
checking  on  stores;  pilots  own 
small  plane,  hunts  quail.  Opened 
first  Hypermart  usa  1987;  each  the 
size  of  5  football  fields.  Family's 
39%  Wal-Mart  owned  by  Walton 
Enterprises,  a  family  investment 
firm  becoming  partnership  to  avoid 
double  taxation  on  dividends.   S. 


Louie  Psihoyo&'Mali-bc 


Sam  Moore  Walton 


Robson:  Bentonville.  45.  Divorced, 
remarried;  3  children.  Wal-Mart 
vice  chairman,  secretary,  general 
counsel.  Law  degree,  Yale.  Bicy- 
clist, races  in  competitions.  John: 
San  Diego.  44.  Married,  2  children. 
Vietnam  vet.  Limited  involvement 
Walton  Enterprises;  owns  ship- 
building co.  San  Diego.  Also  Arizo- 
na crop  dusting  co.  Jim:  Benton- 
ville. 41.  Married,  4  children.  Presi- 
dent Walton  Enterprises,  runs 
family  banks,  property  invest- 
ments. Architecture  buff;  interest- 
ed in  preservation  of  historic  build- 
ings. Alice:  Rogers,  Ark.  40.  Twice 
married;  twice  divorced.  With 
$19.5  million  from  Walton  Enter- 
prises, started  up  Llama  Co.  1988: 
combination  broker-dealer,  fixed- 
income  portfolio  manager.  Puts  in 
60-hour  weeks.  Has  900-acre  ranch 
(cattle,  horses).  Each  sibling,  father 
equal  partners  in  holding  company 
with  Wal-Mart  stock,  other  assets 
worth  $9  billion. 

Robert  Edward  (Ted)  Turner  III 

Turner  Broadcasting  System.  Ros- 
well,  Ga.  50.  Twice  divorced;  2 
children  by  first  marriage,  3  chil- 


Louie  Psihovos/Matnx 


Robert  Edward  (Ted)  Turner  III 

dren  by  second  marriage.  Compul- 
sive daredevil:  once  drank  bottle  of 
Chivas  in  10  minutes  to  win  a  bet. 
Saved  late  father's  billboard  compa- 
ny; started  superstation  wtbs  At- 
lanta 1976,  cable  news  channel 
cnn  1980,  Turner  Network  Televi- 
sion (tnt)  1988.  In  between  won 
America's  Cup  with  Courageous-, 
caught  flak  for  appearing  on  nation- 
al television  less  than  sober.  Now 
supplies  about  31%  basic-cable 
viewing.  Went  after  cbs;  lost; 
bought  $1.4  billion  mgm  film  li- 
brary 1986.  Made  enemies,  prompt- 
ed congressional  hearings  coloring 
cherished  black-and-white  films. 
Got  into  jam  1987;  after  debt  bail- 
out from  cable  operators,  company 
thriving.  "Mouth  of  the  South"  has 
plenty  to  talk  about:  stock  up  five- 
fold since  Jan.  1988.  With  personal 
interests,  now  worth  at  least  $1.76 
billion. 

Donald  John  Trump 

Real  estate,  nyc.  43.  Married,  3 
children.  Father  Fred  built  Brook- 
lyn and  Queens  apartments;  Don- 
ald to  New  York  Military  Academy 
for  high  school.  Fred:  "He  was  a 
pretty  rough  fellow  when  he  was 
small."  Joined  family  real  estate 
business  after  Fordham,  Wharton. 
Moved  on  Manhattan  1975:  began 
1,400-room  Grand  Hyatt  at  Grand 
Central  Terminal  1975;  topped  out 
opulent  Trump  Tower  nyc  1983; 
sold  condos  for  $275  million,  kept 
lucrative  commercial  portion. 
Moved  on  Atlantic  City  1984: 
opened  Harrah's  Trump  Plaza  casi- 
no, bought  out  Holiday  Corp.'s  in- 
terest, renamed  Trump  Plaza; 
bought  Trump  Castle  from  Hilton, 
$320  million,  1985.  Bought  400- 
room  nyc  landmark  Plaza  Hotel 


("my  Mona  Lisa")  for  heady  $400 
million  1988.  Full  toy  box:  "The 
man  in  the  street,  the  little  guy, 
digs  the  limo,  the  helicopter,  the 
727."  "Trumped"  Merv  Griffin 
(which  see)  in  Resorts  deal  1988,  get- 
ting Taj  Mahal  casino  and  $63  mil- 
lion   management    contract:    "He 


George  Lange/Oulline 


Donald  John  Trump 


gave  me  all  his  money."  Landed 
Trump  Shuttle  from  ailing  Eastern 
Air  Lines  for  $365  million  1989; 
now  back  up  to  50%  market  share: 
"It's  going  to  be  a  real  glamour 
scene."  Plans  new  television  game 
show  Trump  Card;  also  new  book  in 
works.  Wants  out  of  "lower  eche- 
lons" of  mere  billionaires;  rising 
value  of  Atlantic  City  casinos 
brings  to  estimated  $1.7  billion. 


Charles  F.  Feeney 


Duty  Free  Shoppers,  other  invest- 
ments. London.  58.  Married  to 
French  woman,  5  children.  Found- 
ed Duty  Free  Shoppers  in  Hong 
Kong  1960  with  classmate  at  Cor- 


Cfxirles  T  Teener 
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Perfection  in.  Perfection  out. 

Tanqueray.  A  singular  experience. 
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nell  School  of  Hotel  Administra- 
tion, built  into  world's  largest  duty- 
free retailer.  Psyched  out  Japanese 
tour  guides,  Japanese  tourists  (dfs' 
main  customers — tour  guides  lav- 
ished with  commissions  for  guid- 
ing to  his  stores).  Left  day-to-day 
management  in  early  1970s  to  con- 
centrate on  investments  of  enor- 
mous cash  flow  through  Bermuda- 
based  General  Atlantic  holding 
company,  Hong  Kong/San  Francis- 
co-based InterPacific:  resort  hotels 
in  Guam  and  Saipan;  Tahiti  shop- 
ping center;  Hawaii  retail  clothing 
chains;  Texas  discount  clothing 
chain;  reportedly,  retail  record 
chain  in  Southeast,  posh  cashmere 
store  in  London,  magazines  in  En- 
gland. Called  high-strung,  fast-talk- 
ing, fast-thinking,  frugal:  "He never 
stops."  Flies  economy  class.  With 
40%  dfs,  other  assets,  worth  over 
$1.7  billion. 

Charles  de  Ganahl  Koch 
David  Hamilton  Koch 

Brothers.  Oil.  Sons  of  Fred  |d.  1967), 
cofounder  of  Koch  Engineering  Co., 
1925.  Developed  thermal  cracking 


Charles  de  Ganahl  Koch 


refining  process  to  squeeze  extra 
gas  from  crude,  1928;  Stalin  was 
customer.  Upon  Fred's  death,  four 
sons  inherited  $250  million  (sales) 
oil  marketer;  renamed  Koch  Indus- 
tries. Charles  became  aggressive 
chairman;  built  new  headquarters, 
bought  refinery,  moved  into  chemi- 
cals. Now  second-largest  closely 
held  company  in  nation  after  Car- 
gill  (reportedly  sales  $16  billion; 
about  $400  million  net  earnings). 
Charles:  Wichita,  Kans.  53.  Mar- 


ried, 2  children.  Three  degrees  mit; 
management  consultant  before 
managing  Koch.  David:  nyc.  49. 
Single.  Also  consulted  before  join- 
ing Koch  1970;  now  executive  vp. 
Family  battle  1981-83  over  control 
with  brothers  William,  Fred  (see 
both):  Bill  (David's  twin)  claimed 
Charles  hoarded  power,  withheld 
information;  sued  for  mismanage- 
ment;   Charles    claimed   Bill    had 


Andy  Freeberg 


David  Hamilton  Koch 
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EGIONAL    FLIGH1 


ATR42-ATR72 

The  cooperation  between  AEROSPATIALE 
and  AERITALIA  has  resulted  in  new  air- 
craft ATR  -4  2  and  ATR  72,  first  editions  of 
theATR  family.  These  new  generation  turbo - 
prop  jets  benefit  from  recently  devel- 

THE 


oped  state-of-the-art  technology.  Thi  I 
family  of  aircraft  was  designed  so  thai 
their  seating  capacity  can  be  extende<  i 
from  46  to  70  seats  in  answer  to  airlin  | 
passenger  traffic  fluctuations. 
GEOGRAPHIC  PRESENCE:  KeepinJ 
ahead  of  airline  needs  on  5  continents. 

T     O     T     A 
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"various  psychiatric  ailments." 
Settled  by  $1.5  billion  buyout  1983. 
David:  "They  wanted  cash  and  they 
got  it.  But  we  got  the  company." 
Better  than  good  deal:  Charles',  Da- 
vid's 80%  Koch  Industries,  etc. 
now  worth  at  least  $3.4  billion. 

Harry  Brakmann  Helmsley 

Real  estate,  nyc  and  Greenwich, 
Conn.  80.  Divorced,  remarried; 
childless.  Harry,  son  of  dry  goods 
salesman,  moved  to  Bronx  with 
family  in  1920s;  worked  in  mail- 
room  of  real  estate  firm;  later  col- 
lected rents;  partner  1938.  Began 
buying  simple,  unpretentious 
buildings  in  1930s;  they  matched 
Harry's  unassuming  manner;  be- 
came Quaker  1940.  Pioneered  syn- 
dication with  late  Larry  Wien;  Har- 
ry brokered  buildings,  reinvested 
commissions;  by  1950s  prime 
buildings.  Syndicate  bought  Empire 
State  Building  1961.  Today  Helms- 
ley-Spear,  Inc.  controls  over  50  mil- 
lion sq.  ft.  commercial,  50,000 
apartments,  13,000  hotel  rooms  na- 
tionwide. Divorced  to  marry  star 
broker  Leona  Roberts  1972;  togeth- 


Ham 


n  Helmsley 


er  stepped  out  as  socialites,  built 
lavish  Helmsley  Palace:  "I  am 
building  the  world's  finest  hotel." 
Leona  ("Rhymes  With  Rich")  faces 
sentencing  November  after  convic- 
tion for  tax  evasion;  Harry  declared 
mentally  unfit  to  stand  trial,  said  to 
have  strokes.  Helmsley-Spear,  lack- 
ing leadership,  slipping  from  once- 


held  top  position  in  nyc.  Equity 
still  worth  $1.7  billion.  "I  prefer 
making  money  to  spending  it." 

Henry  Lea  Hillman 

Industrialist,  venture  capitalist. 
Pittsburgh.  70.  Married,  4  children. 
Cool-headed  son  of  fiery  coal-steel- 
gas  magnate  John  Hartwell  Hill- 
man  Jr.,  who  nipped  at  Mellon  fam- 
ily heels,  built  Pittsburgh  Coke  & 
Chemical,  Texas  Gas  Transmis- 
sion, etc.  Henry  joined  business 
1946,  took  over  after  father's  death 
1959.  Sold  smokestack  assets, 
bought  real  estate,  light  industrials; 

Lvnn  John-son  "Black  Mar 


Henr\}  Lea  Hillman 


O  GI  C 


iCHNICAL  PRESENCE:  a  maintenance 
'twork  ensures  a  round-the-clock  availa- 
bly (Toulouse,  Washington  D.C.,  Singa- 
)re). 

:CHNOLOGICAL   PRESENCE:    concept 
a  new  generation  of  aircraft. 
NANCIAL  PRESENCE:  financial  advisor. 


BUSINESS  PRESENCE:  4  marketing  cen- 
ters throughout  the  world. 


S     Y      S      T      E 


AR 
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holdings  estimated  $300  million 
1969.  Science/technology  follower: 
Invested  in  Silicon  Valley  early 
1970s  via  venture  capital  funds,  lat- 
er on  own.  Also  backed  lbo  shops, 
including  early  Kohlberg  Kravis 
Roberts  (which  see);  later  his  own: 
Copeland  Corp.  Recent  invest- 
ments: Cytel  Corp.,  fledgling  Cali- 
fornia biotechnology  firm;  now  de- 
veloping 1,400-acre  Pacific  resort. 
Director  ge.  Private.  Wife,  Elsie, 
chaired  Bush  Pennsylvania  cam- 
paign; children  not  in  business.  Ap- 
parently estranged  stepbrothers 
Howard,  Tatnall  (which  see)  have 
one-third  interest  in  Hillman  Co. 
Henry's  share  believed  worth  over 
$1.7  billion. 

Samuel  Jayson  LeFrak 

Real  estate,  nyc.  71.  Married,  4 
children.  French  architect  father, 
arrived  U.S.  1905;  founded  Lefrak 
Organization     construction     firm. 


Muix  k  singer  i  Kuline 
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Samuel  Jayson  LeFrak 


Son  Samuel  joined  company  after 
U.  of  Maryland;  took  control  1948. 
"Centerpiece"  of  real  estate  em- 
pire, 4,500-umt  LeFrak  City  in 
Queens.  Developed  over  94,000  in- 
expensive units  nationwide  (37,000 
nyc).  Latest  project,  with  Mel  Si- 
mon (which  see),  Newport,  N.J.:  $2.4 
billion,  9,000  apartment  units,  4.3 
million  sq.  ft.  office  space  to  be 
built  on  abandoned  New  Jersey  rail- 
yards;  exuberant,  Sam  calls  it 
"eighth  wonder  of  the  world."  Son 
Richard  president  Lefrak  Organiza- 
tion. Also  entertainment,  music 
publishing  business  (daughter  has 
own  music  business!;  oil,  gas  inter- 
ests Knighted  by  King  of  Norway 
1987.  Philanthropic,  art  lover.  Con- 
siders self  "man  of  the  people."  Net 
worth  at  least  $1.7  billion. 


Marvin  Harold  Davis 


Oil,  real  estate,  entertainment. 
Beverly  Hills,  Denver.  64.  Married, 
5  children.  Father  Jack,  British-born 
boxer,  wove  fortune  in  nyc's  gar- 
ment district;  began  wildcatting 
1940s.  Marvin:  nyu,  joined  dad 
1947;  "Mr.  Wildcatter"  scooped  up 
cheap  oil  leases  in  Rockies.  Mar- 


Phil  Roach  Photo  reporters 


Man  i)  1 1  larold  Dai  is 


vin's  guru:  lengendary  H.L.  Hunt 
("Son,  the  guy  that  drills  the  most 
has  the  chance  of  coming  up  with 
the  most").  Invented  "Davis  deal": 
find  3  investors  to  finance,  keep 
25%  of  deal  for  self.  Marv  came  up 
with  $630  million  selling  some  oil 
properties  to  Hiram  Walker  1981; 
oil  now  small  part  of  fortune.  Was 
frequent  real  estate  and  oil  partner 
Aetna  Life;  1985  Aetna  suit  charg- 
ing that  Davis  "misrepresented" 
some  wells'  results  continues. 
Bought  with  Marc  Rich  (which  see) 
20th  Century  Fox.  Bought  out  Rich, 
sold  in  stages  to  Rupert  Murdoch 
(which  see);  kept  prime  resorts  Peb- 
ble Beach  Co.,  Aspen  Skiing  Co., 
some  $350  million  profit.  Bought 
Beverly  Hills  Hotel  from  Ivan 
Boesky  for  $135  million  1986; 
flipped  to  Sultan  of  Brunei  1987  for 
$200  million.  Bought  2%  Lorimar. 
Hollywood  party  animal:  "I  love 
this  stuff,  the  people  and  the  gla- 
mour." Nourishing  his  300  lbs.,  in 
1989  tried  biggest  move  yet:  $6.2 
billion  bid  for  ual.  Sitting  on  cash, 
real  estate,  oil,  etc.,  estimated  at 
least  $1.7  billion. 

Keith  Rupert  Murdoch 

The  News  Corp.  Ltd.  Australia, 
London,  nyc.  58.  Divorced,  remar- 
ried; 4  children.  Oxford  1952. 
Trained  on  Fleet  Street.  At  23,  after 


Fincman  &ygnu 


Keith  Rupert  Murdoch 


death  of  father  (managing  director 
Melbourne  Herald  parent),  took  over 
Adelaide  News,  developed  trademark 
sensationalist  headlines.  Diversi- 
fied into  magazines,  tv;  also  into 
U.S.,  U.K.:  Boston  Herald,  New  York 
magazine,  Twentieth-Century  Fox, 
Fox  Broadcasting,  TV  Guide.  Trying 
to  build  fourth  U.S.  national  net- 
work through  Fox  Broadcasting 
(breaking  even  this  year  after  heavy 
losses — about  $100  million  since 
1987).  Naturalized  1985.  Recently 
forced  to  sell  Neiv  York  Post  by  fcc 
regulations  legislated  by  longtime 
nemesis  Teddy  Kennedy  ("liberal 
totalitarianism").  Debt  load  frus- 
trating to  acquisition  thirst;  bid- 
ding up  for  mgm/ua  anyway;  plans 
new  corporation  with  20%  stake, 
rest  outside  investors,  to  raise 
money.  Murdoch's  49%  News 
Corp.,  other  assets,  worth  about 
$1.7  billion. 


Leonard  Norman  Stern 

Pet  supplies,  real  estate,  nyc.  51. 
Divorced,  remarried;  3  children.  Fa- 
ther emigrated  from  Harz  Moun- 
tains in  Germany  with  2,100  canar- 
ies obtained  in  payment  for  debt; 
sold  birds,  related  products.  Leon- 
ard took  over  at  21,  bent  on  expan- 
sion; now  rules  pet  supply  market 
with  over  1,200  products;  5,000 
products  overall;  sales  estimated 
$750  million.  Reputation  as  tough 
competitor.  Built  separate  real  es- 
tate fortune  developing  New  Jersey 
Meadowlands  (desolate  swamp  sit- 
uated athwart  highways,  railroad  in 
sight  of  Empire  State  Building) 
starting  1969.  Wants  to  build  base- 
ball stadium,  bring  major  leagues  to 
New  Jersey.  Bought  left-wing  Vil- 
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You've  worked  hard  for  the  finer 
things  in  life.  Knowing  they're  protected 
makes  enjoying  them  an  even  richer 
experience. 

That's  where  the  Atlantic  Master 
Plan  comes  in.  An  adaptable  insurance 
package  conceived  expressly  for  peo- 
ple who  have  a  lot  to  insure. 

The  Atlantic  Master  Plan  provides 
broad  and  unique  coverage  for  up  to 
three  residences  with  expanded  per- 
sonal property  and  home  replacement 
coverage.  It  protects  your  automobiles, 
boats,  recreational  vehicles,  fine  art, 
jewelry  and  computers.  As  an  inde- 
pendent analyst  for  Esquire  magazine 
put  it,  the  Atlantic  Master  Plan  ". .  .has 
the  most  comprehensive  extra  coverage 
I  know  of." 


But  the  plan  is  more  than  com- 
prehensive. It's  a  better  value  than  buy- 
ing separate  policies.  It's  simple,  too. 
You  deal  with  only  one  annual  premium. 

Moreover,  because  Atlantic 
Mutual  is  a  mutual  company,  policy- 
holders may  look  forward  to  the  pos- 
sibility of  dividends. 

Make  an  appointment  with  your 
broker  or  agent  soon.  You'll  find  the 
Atlantic  Master  Plan  is  the  answer  to 
protecting  all  your  well-gotten  gains. 
Atlantic  Mutual,  45  Wall  Street, 
New  York,  NY  10005. 

The  Atlantic  Master  Plan  Is  not  available  in  all  states 

^bAtlanticMutual 

What  insurance  is  supposed  to  be. 


Insure  against 
paradise  lost. 


LITTLE  WONDER  THE  BRITISH  BUILD  TH 


more  than  a  thousand  years,  the  British  have 
I  'ii  .is  the  world's  greatest  seamen. 
1  ie  e\|  >ertiseof  the  shipbuilder,  the  sailor 
•  ■  thai  transformed  the  island  of  Great 
the  mightiest  empires  in  history. 


Today  this  maritime  heritage  forms  the  very  soi 
of  every  Brooke  Yacht  that  sails  the  seas. 

Each  one  is  engineered  in  the  county  of  Suffol 
to  exacting  standards  of  craftmanship  and  perforn 
ance  that  onlv  the  British  have  been  able  to  meet 


Each  one  is  a  sophisticated,  functioning  work  of 
rt,  available  from  100  to  300  feet. 

Direct  all  inquiries  to  Mark  Hilpern,  the  Brooke 
ichts  representative  in  New  York,  at  212-980-0055. 
nd  take  the  helm  of  a  vessel  worthy  of  your  empire. 


€:  VflC 
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Adam  Scull/Globe 


Leonard  Norman  Stern 


/age  Voice  1985:  "I'm  very  proud  of 
the  Voice,  but  it  is  sometimes  a 
painful  pride."  Gave  alma  mater 
nyu  $30  million  gift  for  establish- 
ment of  Stern  business  school  last 
fall.  Also  philanthropies  for  home- 
less. Worth  at  least  $1.5  billion. 


Forrest  Edward  Mars  Sr. 
Forrest  Edward  Mars  Jr. 
John  Franklyn  Mars 
Jacqueline  Mars  Vogel 

Candy.  Son,  2  grandsons  and  grand- 
daughter of  Frank  and  Ethel  Mars, 
Seattle  candymakers  who  moved  to 
Minnesota  1920  after  two  failures, 
1914  bankruptcy.  Fortune  assured 
with  Milky  Way  recipe  1923.  Frank 
(d.  1934)  financed  son  Forrest's  Brit- 
ish candy  business  to  keep  him  dis- 
tant. Forrest  Sr.:  Las  Vegas.  80s 
(spokesman:  "Nobody's  got  the 
courage  to  find  out  how  old  he  is"). 
Widowed;  2  sons,  1  daughter.  Built 
empire  abroad,  returned  1940  as 
one-third  owner;  added  m&m's, 
Uncle  Ben's  Rice.  Bought  out  half- 
sister,  got  full  control  from  rest  of 
family  1964.  Mars,  Inc.  now  one  of 
world's  largest  candy  companies, 
also  Kal  Kan  pet  food,  much  else; 
sales  estimated  near  $7  billion, 
about  one-fifth  from  37%  share 
U.S.  candy  bar  market.  Secret: 
"Quality  first,  then  worry  about 
profit."  Cut  costs  on  nonessentials 
like  cheaper  wrappers.  All  employ- 
including  execs  punch  rime 
clock.  Forrest  Sr.  retired  1 
started  Ethel  M  fine-chocolate  bou- 
tiques Las  Vegas;  reportedly  now 


selling  to  his  children.  Classic 
quote:  "I  pray  for  Milky  Way,  I  pray 
for  Snickers."  Forrest  Jr.:  McLean, 
Va.  58.  Married,  4  daughters.  Secre- 
tive like  father.  Once  ran  Dutch 
unit.  Now  copresident,  considered 
ceo.    Pushed    new    candy    image: 


Greg  Malhiesoa'MAJ 


Forrest  Edward  Mars  Sr 


gives  energy,  not  pimples.  John:  Ar- 
lington, Va.  54.  Married;  1  son,  1 
daughter.  Called  brusque,  strong- 
willed.  Began  in  Australian  opera- 
tions. Jacqueline:  Bedminster,  N.J. 
50.  Divorced,  remarried;  3  children. 
Director.  Siblings  said  to  own 
Mars,  yet  still  visibly  insecure  at 
mention  of  father's  name;  four 
share  control  of  secretive  company 
worth  at  least  $6  billion. 

August  Anheuser  Buschjr. 

Anheuser-Busch.  St.  Louis.  90. 
Widowed,  twice  divorced,  widowed 
again;  10  children.  Immigrant 
grandfather  Adolphus  Busch  sold 
business  to  join  father-in-law's 
brewery   1866.   Family  considered 


hrunk  t  M-  k  Ki-*-mru 


Prohibition  "a  challenge,"  diversi- 
fied. August  Jr.  joined  1922,  janitor. 
President  1946,  piloted  company 
from  lethargy  back  to  ascendancy 
in  U.S.  brewing.  Purchased  baseball 
Cardinals  1953  to  keep  in  St.  Louis: 
"Something  in  the  public  interest 
.  .  .  which  is  profitable  ...  is  very 
good  business."  Still  active  Cards 
president.  Has  said  his  three  "major 
love  affairs"  were  family,  company, 
the  "community  of  St.  Louis."  De- 
nied city  approval  to  build  multi- 
purpose arena,  so  nixed  purchase  of 
St.  Louis  (hockey)  Blues.  Autocrat- 
ic, workaholic  son,  August  III,  52, 
now  runs  company.  Maintains  in- 
dustry leadership  with  vigorous,  in- 
novative marketing;  insists  on  top- 
quality  staff.  Father's  shares  now 
worth  $1.5  billion. 

Robert  Muse  Bass 

Oil,  investments.  Fort  Worth.  41. 
Married,  2  children.  Third  son  of 
oilman  Perry  Richardson  Bass,  who 
expanded  oil  holdings  inherited 
from  tycoon  uncle  Sid  Richardson 
(d.   1951).  Perry  retired  1968,  left 


August  Anheuser  Buschjr. 


Robert  Muse  Bass 


family  empire  to  sons.  Eldest,  Sid 
(which  see;  also  Lee,  Fdivard),  steered 
out  of  oil  into  stocks  (Disney,  Tex- 
aco, etc.),  real  estate.  Robert  (also 
Andover,  Yale,  Stanford  business 
grad)  felt  overshadowed,  split  1983, 
moved  one  floor  down  in  Bass-built 
Fort  Worth  office  tower.  Sold  most 
of  Disney  stake;  shrewd  invest- 
ments since:  media  (Taft  Broadcast- 
ing, cable  tv,  Times  Publishing), 
real  estate  (Westin  Hotels,  etc.),  in- 
formation (bought  Bell  &.  Howell, 
bid  for  Macmillan).  Bought  into 
biggest  s&l  buyout,  American  s&l 
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Ayen  Rod,  40  nullum  yean  old, 
Northern  Territory  Australia 


For  70  years,  we've  taken  people  home  to  see  the  same  old  thing. 


No  one  can  take  you  to  Australia  and  the  South  Pacific  like  Qantas.  In  fact,  we've  flown  more  people  Down 
nder  than  any  other  airline.  With  all  the  comfort  you  would  expect  from  .the  airline  that  invented  business  class, 
ecause  we're  not  just  taking  you  Down  Under.  We're  taking  you  home.  KkQ/IJIf MS  The  Spirit  of  Australia  * 


Qantas  is  a  member  of  the  American  Airlines  A* Advantage  Program. 
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Assoc,  of  Calif.  Partners  with 
Shearson,  Amex,  Equitable  in  lbo 
outfit  Acadia  Partners.  Avoids 
press,  but  rumored  political  ambi- 
tions. Chairman  National  Trust  for 
Historic  Preservation,  paid  $2  mil- 
lion for  U.S.  Grant's  Georgetown 
home  1985.  Own  investment  gains 
to  date  believed  to  exceed  his  share 
of  family  fortune;  total  worth  at 
least  $1.44  billion. 

Ray  Lee  Hunt 

Inheritance,  oil,  real  estate.  Runs 
fortune  for  the  "second  family" 
(third,  chronologically)  of  H.  L. 
Hunt,  who  married  Ruth  Ray  and 
adopted  kids  1957  after  death  of 
first  wife  1955  (long  kept  families 
secret  from  each  other;  see  Rose 
Hunt,  Hill).  Ray  Lee:  Dallas.  46. 
Married,  5  children.  His  mother, 
Ruth  Ray  Hunt:  Dallas.  72.  Wid- 
owed, 4  children.  His  sister  Ruth 
June:  Dallas.  44.  Single.  Sister  Hel- 
en: nyc.  40.  Divorced,  remarried;  6 
children.  Sister  Swanee:  Denver. 
39.  Divorced,  remarried.  Family  in- 
herited Hunt  oil  company,  etc. 
1974;  "amicably"  split  from  first 
family.  Fortune  run  by  Ray:  conser- 
vative businessman,  turned  compa- 
ny around,  expanded.  Gigantic  oil 
strike  North  Yemen  1984;  10%  Be- 
atrice oil  field  in  North  Sea.  Also 
Woodbine  Development,  real  es- 
tate  around   Dallas,    Fort    Worth. 


nnphrt"\ 


Started  D  magazine,  has  others. 
Also  active  civic  affairs.  Ruth  June 
professional  Christian  speaker- 
singer;  Swanee  and  Helen  help  so- 
cial causes  for  mentally  ill,  poor. 
Not  involved  in  first  family  silver 
play  disaster;  fortune  of  second 
family  worth  at  least  $1.4  billion. 

Edward  John  DeBartolo 

Shopping  centers.  Boardman,  Ohio. 
80.  Widowed;  1  son,  1  daughter. 
Said  to  have  178  iq.  Started  in  step- 
father's contracting  business  writ- 
ing bids  age  13.  Engineering  at  No- 
tre Dame,-  Army  Engineers  WWII. 


Edward  John  DeBartolo 


"I  decided  I  wasn't  going  to  let  any- 
body guide  my  destiny.  I  decided  to 
get  into  the  development  end  of 
everything."  Started  own  firm 
1944:  homes  for  returning  vets.  Re- 
alized suburbanites  would  need  re- 
tail outlets:  first  strip  stores  1949. 
Giant  risk,  giant  success:  Added 
huge  regional  malls  1960s.  Mr.  D 
now  "King  of  malls"  with  89  mil- 
lion sq.  ft.  "We've  never  taken  a 
step  backward,  no  matter  the  time, 
economic  conditions  or  financing." 
Now  takeovers:  funded  Robert 
Campeau  acquisition  of  Allied, 
Federated  Stores;  funded  Paul  Bil- 
zenan  takeover  attempts,  but 
agreed  to  pay  back  $2.7  million  af- 
ter sec  charges.  Gave  $33  million  to 
Notre  Dame  this  year.  Net  worth 
now  estimated  at  least  $1.4  billion. 
Still  maintains  grueling  7-day  work 
week:  "I  can't  understand  this  busi- 
ness of  retirement." 

Walter  Hubert  Annenberg 

Publishing.  Wynnewood,  Pa.;  Ran- 
ho  Mirage,  Calif.  81.  Divorced,  re- 
named;   1    daughter    (1    son    de- 


David  SinckOnvx 


Walter  Hubert  Annenberg 

ceased).  Son  of  Moses  Annenberg, 
founder  predecessor  Triangle  Publi- 
cations (Philadelphia  Inquirer,  Daily 
Racing  Form);  died  1942.  Walter  in- 
herited age  32,  built  up.  Started  TV 
Guide  1953,  turned  it  into  largest- 
circulation  magazine  in  U.S.; 
household  word,  phenomenal  mon- 
ey machine.  Also  Sei'ettteeti,  Good 
Food.  Sold  Inquirer  1970  to  Knight- 
Ridder.  Ex-ambassador  to  Court  of 
St.  James's  (1969-74).  Sale  of  Trian- 
gle to  Rupert  Murdoch  (which  see) 
for  $3.2  billion  1988  a  stunner.  Has 
given  over  $1  billion  to  founda- 
tions, philanthropies.  With  his 
share  of  Triangle,  Impressionist  art 
collection,  General  Motors  stock 
("largest  individual  shareholder"), 
etc.,  fortune  should  be  at  least  $1.4 
billion,  net  of  philanthropy. 

Roger  Milliken 

Textiles.  Spartanburg,  S.C.  73.  Mar- 
ried, 5  children.  Heir  of  Seth  Milli- 
ken, who,  with  William  Deering 
(later  left  to  start  firm  that  became 
Navistar),  started  as  agent  selling 
fabric  Portland,  Me.,  1865.  Built 
company  debt-free  and  liquid;  able 
to  buy  failing  southern  mills  during 
Depression.  Now  grandson  Roger 
chairman  Milliken  Mills,  largest 
privately  owned  textile  firm  in 
U.S.;.  sales  estimated  $2.5  billion. 
Strong  management  skills:  close 
cost  control;  margins  estimated  7% 
to  8%.  Closed  Darlington  mill 
1956,  one  day  after  workers  voted 
to  unionize;  Supreme  Court  over- 
ruled (but  took  24  years),  workers 
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To  us,  it  was  Marlex  polyethylene,  a  resin  with 
superior  thermal  management  capabilities. 

To  most,  it  was  a 
picnic  cooler. 

But  to  an  inspired 
someone,  it  was  the 
perfect  vehicle  to 
transport  a  human 
heart  from  Long 
Beach  to  a  waiting 
Jeffrey  Robinson  in 
Stanford,  California. 
Phillips  Petroleum 
Company  salutes  the 
drive  in  all  of  us  to 
see  beyond  limits,  the 
spirit  in  us  that  says 
yes  to  inspiration. 
It  is  these  qualities  on  which  we  depend  to  realize  the 
potential  in  the  products  we  make. 

Today,  a  mind  saw  a  life  preserver  in  a  plastic 
container.  We  embrace  the  challenge  to  inspire  that 
mind  into  tomorrow 

PHILLIPS  PETROLEUM  COMPANY© 


mmmmmmm 

Celebrating  his  10th  birthday  this  year,  Jeff  gives  thumbs  up 

to  playing  catcher,  pizza  and  Saturdays. 

Definite  thumbs  down:  onions,  being  grounded. 


For  a  copy  of  our  annual  report,  write  to  Greg  Derrick,  Phillips  Petroleum  Company,  16A-1  Phillips  Building,  Bartksville,  OK  74004. 

r  ^Trademark  Phillips  Petroleum  Company 
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Roger  Milliken 


settled  for  $5  million.  Led  anti-im- 
port public  relations  blitz  1985: 
"We  are  sacrificing  our  industrial 
base  on  the  altar  of  free  trade,  a  god 
no  other  nation  worships."  Also 
has  40%  Mercantile  Stores  from 
Depression  days.  "It's  always  been 
work,  work,  work."  All  that  effort 
has  paid  off:  Believed  to  control 
share  worth  at  least  $1.4  billion  of 
family  empire  (see  also  Gerrish,  Mi 
not  Milliken). 

Laurence  Allan  Tisch 
Preston  Robert  Tisch 

Brothers.  Loews  Corp.  Bought 
Lakewood,  N.J.  resort  with  father 
1946  after  selling  family  summer 
camp;  12-hotel  chain  by  1955;  next 
year  built  $17  million  Fla.  hotel 
without  mortgage.  Gained  control 


kn    MiNjIlv  S\«n 


of  Loews  Theaters,  Inc.  1959.  Split 
from  mgm  connection,  diversified 
into  tobacco,  insurance,  hotels,  Bu- 
lova  Watch.  Bought  25%  cbs  stock; 
boardroom  coup  1986.  Larry  now 
runs  cbs,  with  founder  William  Pa- 
ley  (which  see)  in  wings.  Brothers 
known  as  investment/manage- 
ment wizards:  cbs  will  be  test. 
Grades  mixed  so  far:  bucked  media 
herd  by  selling  off  cbs'  magazine, 
record,  music  publishing  business- 
es 1986-87;  prices  seemed  high 
then,  but  went  even  higher.  Larry: 
"I'd  do  it  all  over  again."  nyc  and 
Rye,  N.Y.  66.  Married,  4  children. 


B<>h  Vtagncr  Onvx 


rence  Allan  Tisch 


Preston  Rohen  Tisch 


"Mr.  Inside"  behind-the-scenes  fi- 
nancial and  strategic  genius.  Grad- 
uated nyu's  school  of  commerce  at 
18,  master's  at  U.  of  Pennsylvania, 
attended  Harvard  Law  before  hotel 
career.  Eldest  son  Andrew  runs  Lor- 
lllard.  Business  philosophy:  "Prof- 
its will  follow  from  quality."  Bob: 
nyc  and  Harrison,  N.Y.  63.  Mar- 
ried; 2  sons,  1  daughter.  "Mr.  Out- 
side," client-oriented.  Vacated 
Postmaster  General  post  March 
1988,  after  negotiating  union  con- 
tract that  eluded  predecessors  12 
years.  "If  people  believe  in  who  you 
are  and  what  you're  telling  them, 
they  will  work  with  you."  Hobnobs 
with  both  Democrats,  Republicans. 
Son  Jonathan  son-in-law  of  Saul 
Steinberg  (which  sec),  runs  Loews 
Hotels.  Active  philanthropists: 
New  York  University  donations 
alone  top  $45  million.  With  their 
25%  Loews,  real  estate,  other  as- 
sets, jointly  worth  $2.7  billion. 


Ewing  Marion  Kauffntan 

Marion  Laboratories.  Mission 
Hills,  Kans.  73.  Married,  3  children. 
Missouri  farmboy,  to  Kansas  City 
as  child.  Pharmaceutical  salesman 
1946;  commissions  soon  exceeded 
president's  salary.  Founded  Marion 
Labs  with  $5,000,  calcium  pill 
made  from  crushed  oyster  shells. 


Ewing  Marion  Kauffntan 

Much  revenues  from  licensing, 
marketing  other  companies'  prod- 
ucts. Known  for  Cardizem  (treat- 
ment for  angina)  and  Carafate  (ul- 
cers). To  survive  in  a  highly  com- 
petitive market,  will  merge  with 
Dow  Chemical's  Merrell  Dow 
Pharmaceuticals  to  achieve  syner- 
gies; pending  shareholder  approval 
in  November.  Kauffman  selling  al- 
most half  his  23%  Marion,  will  be- 
come chairman  emeritus.  "I  didn't 
want  to  do  it.  This  was  my  baby, 
but  it  is  the  best  thing  for  the  share- 
holders." Foundation  pledged  to 
send  700  eighth-graders  to  college 
or  vocational  school  if  they  main- 
tain grades,  stay  away  from  drugs, 
teenage  parenthood.  "We'll  turn  a 
lot  of  them  into  tax-paying  citizens 
instead  of  welfare  recipients."  Also 
owns  50%  of  the  Kansas  City 
(baseball)  Royals.  Estimated  net 
worth,  mostly  Marion  stock,  $1.3 
billion. 


Kirk  Kerkorian  

Investments.  Beverly  Hills,  Las  Ve- 
gas. 72.  Twice  divorced,  2  children. 
Son  of  Armenian  immigrants,  ju- 
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THE  1946  CLASSIC  .  .  .  Recaptured  in  a  special  limited-edition 
series,  the  solid  18K  gold  case  is  water-resistant  to  a  depth  of  100  ft. 
An  outcurved,  scratch-resistant  sapphire  crystal  protects  its  dial  and 
self  winding  mechanical  movement.  As  real  as  the  original  Eterna 

Chrono-matic  of   1946.   AN  INDIVIDUAL  NUMBERED  LIMITED  EDITION. 


IT  IS  TIME  ...  IT  IS  ETERNA 
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Madlaon  Ava.  t  52nd  St..  500  Mad.sc  A,e   nvc  '0022 

Savanth  Ava.  1  34fh  St.  200  W  34:f  Si    WC  '0001 

BomvH  TaMar.  at  Trump  Towar.  c  'li  Ave   Ne*  vo*  NY 

8al  Harbour  Shops.  9700 Coi  'sfce   9a' Ma'ooj' F'  33'5J 

Corporal*  Satas'Eiacutiva  Gifts  2i 2 .  386-2955 

Snop  at  noma...  Maio  credit  cards  wco-e  (212)  7SI-32S5.  :.sae'.'  1-SO0-223-12U 


The  Forbes  Four  Hundred. 


Ties  Smeal'Ron  Galcllj 


Kirk  Kerkorian 


nior  high  dropout.  After  WWII  re- 
paired, sold  DC-3s;  built  charter 
airline,  sold  for  $104  million  profit 
1968.  Paid  $82  million  for  40% 
mgm  1969;  $380  million  for  United 
Artists  1981,  merged  the  two  1986. 
Complex  buy-and-sell  session  with 
Ted  Turner  (ubtch  see)  1986:  sold 
50%  to  Ted  for  $500  million,  stock; 
bought  back  ua  for  $480  million. 
Owns  98%  struggling  luxury  air- 
line mgm  Grand;  added  Las  Vegas 
hotels,  casinos  1987.  After  much 
tire-kicking  by  Sony,  Burt  Sugar- 
man,  etc.,  Kerkorian  has  arranged 
for  sale  of  ua  film  studio,  library  to 
Australian  entrepreneur  Christo- 
pher Skase  1989;  plans  are  to  keep 
mgm  studio,  real  estate.  Consum- 
mate asset  shuffler;  observer:  "I 
wouldn't  second-guess  a  man  with 
his  record."  Net  worth  exceeds  $1.3 
billion. 

Michael  Robert  Milken 

Indicted  financier.  Encino,  Calif. 
43.  Married,  3  children.  Son  of  cpa. 
High  school  cheerleader.  Obsessive 
worker,  brilliant:  straight  A's  at 
Wharton  while  working  for  prede- 
cessor of  Drexel  Burnham  Lambert. 
Landed  in  obscure  business:  junk 
bonds.  Created  liquid  market,  pool 
oi  big  investors,  new  financial  in- 
dustry out  of  it.  Bankrolled  lever- 
aged buyouts  for  likes  of  T.  Boone 
Pickens,  Rupert  Murdoch,  Ronald 
lman,  Victor  Posner,  Carl 
Lindner  and  Nelson  Peltz(seeallbut 
i  io  friendly  with  b  m 
Boesky,  now  convicted  felon  fin 
Iken   to   feds.    Profits  bi 


Drexel  into  giant.  Milken's  pay,  bo- 
nus as  much  as  $550  million  a  year. 
Also  participated  in  many  deals 
personally.  Now  facing  98-count 
indictment  for  racketeering;  mail, 
wire  and  securities  fraud;  lying;  in- 
sider trading.  Besides  jail,  could 
lose  $1.2  billion  if  convicted. 
Forced  to  leave  Drexel,  which  set- 


Chru>  BriwrtBlack  Star 


Michael  Roher!  Mi/ken 


tied  with  feds,  but  has  strong  sup- 
port from  financial  community. 
Starting  own  business  a  la  previous 
life  at  Drexel:  International  Capital 
Access  Group  in  Los  Angeles.  Net 
worth  believed  over  $1.27  billion. 
How  far  over  unknown,  pending 
trial  and  any  fines.  Milken:  "I  will 
be  vindicated." 

Sid  Richardson  Bass 
Lee  Marshall  Bass 

Brothers.  Oil,  investments.  Fort 
Worth.  Two  of  four  sons  of  Perry 
Richardson  Bass,  whose  uncle,  oil 
legend  Sid  Richardson,  started  with 
$40  from  Perry's  mother.  Left  bulk 
of  reported  $100  million  estate  to 
charity  1959,  rest  to  Perry,  who 
built  new  oil  empire.  To  eldest  son 
Sid  after  Stanford  business  school 
1968:  "This  is  your  responsibili- 
ty ..  .  I'm  going  sailing."  Sid:  46. 
Divorced,  2  children.  Found  differ- 
ent gusher  in  stock  plays:  Mara- 
thon Oil  (estimated  profit,  $160 
million),  Texaco  ($450  million), 
forced  Disney  turnaround  (some- 
what reduced  family  holding  still 
worth  $1.1  billion).  Owes  much  to 
adviser  Richard  Rainwater  (which 
see)  who  went  solo  1986;  brothers 


Lee  Marshall  Bass 


Anthonv  SavignanoTton  Galelb 


Sid  Richardson  Bass 


Robert,  Edward  (see  both)  split  off 
shares  (got  private  irs  ruling  1985). 
Ultraprivate  Sid  dove  into  nyc  high 
society  at  wife's  urging;  divorce  set- 
tlement rumored  near  $200  mil- 
lion. Lee:  33.  Married,  no  children. 
Yalie  (as  other  three),  Wharton 
M.B.A.  Invests  with,  overshadowed 
by  Sid.  Two  brothers'  share  of  fam- 
ily assets,  private  partnerships  esti- 
mated worth  over  $2.5  billion. 

Philip  Frederick  Anschutz 

Oil,  railroads,  investments.  Den- 
ver. 49.  Married,  3  children.  Native 
of  Kansas;  U.  of  Kansas;  played  pi- 
ano at  frat  parties.  Father  Fred  had 
contract  drilling  company;  1961 
Phil  bought  dad  out,  sold  rigs.  Ag- 
gressively pursued  oil,  gas  leases. 
Struck  big-time  oil  at  Anschutz 
Ranch  East  in  Wyoming,  Utah 
("the  kind  of  field  that  gives  oilmen 
goose  pimples");  sold  Mobil  half- 
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The  Staff  At  Jeans  International 
Can't  Take  Orders  24  Hours  A  Day. 

Their  Konica  Fax  Can. 


Whatever  your  business,  there's  a  Konica  Fax 
tailored  to  fit  your  needs.  Rush  orders,  hot  leads,  or 
new  product  developments.  When  overnight  just 
won't  do,  Konica  Fax  saves  the  day. 

Sew  up  more  business  with  a  Konica  Fax. 
Call  1-800-648-7130. 


©  1989  Konica  Business  Machines  U.S.A.,  Inc. 
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Individuality 
First  you  discover  it. 
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Then  you  express  it. 
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Ted  Turner  enjoys  expressing  his 
individuality  in  every  choice  he  makes. 
That's  why  he  chose  his  custom-made 
shirt,  hand-sewn  tie  and  solid  gold 
watch  at  Alfred  Dunhill. 

With  them,  Mr.  Turner  is  wearing 
an  even  greater  expression  of  his  in- 
dividuality An  Alfred  Dunhill  custom 
suit.  Cut  to  his  measurements  from  a 
hand-drawn  pattern.  Requiring  over 
4.200  silk  hand  stitches,  and  45  hours 
of  master  craftsmanship  before  it  was 
ready  for  Mr.  Turner's  first  fitting. 

Alfred  Dunhill.  Expressly  tailored 
to  the  individual. 

For  our  tailoring  catalogue,  swatch  brochure  or 
In-Office  Tailoring  Service,  call  1-800-541-0738. 
or  write  ALFRED  DUNHILL.  60  E.  56  St. . 
FB  1089  NY.  NY  10022. 


NEW  YORK  •  BEVERLY  HILLS  •  SAN  FRANCISCO  •  SOUTH  COAST  PLAZA  •  CHICAGO  •  ATLANTA  •  HOUSTON  •  DALLAS  •  HONOLULU 
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Philip  Frederick  Amchutz 

interest  for  $500  million  1982. 
Went  into  stocks  (e.g.,  18%  Ideal 
Basic  cement),  minerals,  real  estate 
(Denver's  Anaconda  Tower,  Fair- 
mont Hotel).  Bought  Rio  Grande 
Railroad  for  $500  million  1984;  re- 
cently added  Southern  Pacific: 
means  railroad  network  from  Mis- 
sissippi to  California,  Mexican  bor- 
der to  Wyoming.  Major  western  art 
collection,  recently  took  on  tour  in 
Soviet  Union;  marathon  runner. 
Net  worth  estimated  at  least  $1.25 
billion. 

Jack  Kent  Cooke 

Real  estate,  investments.  Middle- 
burg,  Va.  76.  Divorced  three  times; 
two  sons  by  first  wife;  daughter  (he 
doesn't  see)  by  most  recent  wife 


(she  was  29  when  they  married,  he 
72).  Toronto-born,  family  lost  all  in 
Depression.  Jack  bought  into  first 
radio  station  age  24,  then  newspa- 
per chain,  magazines,  movie  co.,  ad 
agency.  Millionaire  by  32.  Sold  all, 
naturalized  by  act  of  Congress 
1960.  In  Los  Angeles,  bought  (bas- 
ketball)- Lakers  1965;  brought  in 
Kareem  Abdul-Jabbar,  Wilt  Cham- 
berlain; built  Forum,-  sold  all  1979. 
Bought  Chrysler  Building  nyc  for 
$87  million  1979,  refinanced  for 
$250  million  1987.  Owns  Los  Ange- 
les Daily  News.  Bought  cable  systems 
for  $1  billion  1987;  recently  sold  for 
$1.6  billion,  "mostly  cash."  "I'll 
tell  you  a  secret.  It's  worth  nothing 
until  you  sell."  One  thing  he  won't 
sell — 1988  Superbowl  champion 
Washington  Redskins;  likes  to 
watch  from  box  with  likes  of 
George  Will,  Leslie  Stahl.  Planning 
to  build  own  new  stadium,  "hope- 
fully by  1993."  After  debt  payoff 
from  cable  buy,  fortune  at  least 
$1.25  billion. 

William  Barron  Hilton 

Hilton  Hotels,  la.  61.  Married,  8 
children.  Son  of  legendary  hotel 
magnate  Conrad  Hilton.  Showed 
little  interest  in  father's  business — 
at  first.  After  WWII  (Navy  photog- 
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Matron  Hilton 
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rapher),  worked  for  fruit  distribu- 
tor. Passed  up  Conrad's  job  offer 
with  Hilton  Hotels:  salary  too  low. 
But  caught  father's  entrepreneurial 
bug,  formed  Air  Finance  Corp.,  air- 
craft leasing  firm;  clients  included 


Flying  Tiger,  Pacific  Southwest 
Airlines.  Joined  Hilton  as  company 
vp  1954;  ceo  and  president  1966. 
Credited  with  move  into  casinos, 
$1  billion  face-lift  for  older  hotels. 
Hotels  now  cater  to  over  40  million 
guests  each  year.  Founded  San  Die- 
go (football)  Chargers  I960;  former 
president,  American  Football 
League.  Plays  bridge;  flies  gliders, 
stunt  planes;  palatial  home  fea- 
tured in  television  series  The  Colbys. 
One  of  many  titles:  "Magisterial 
Knight  of  the  Sovereign  Military 
Order  of  Malta."  After  winning 
long  court  battle  for  father's  estate, 
stock  worth  $1.25  billion,  unless 
somebody  bids  more. 

William  Henry  Gates  III 

Microsoft  Corp.  Seattle.  33.  Single; 
nicknamed  Trey.  Father  prominent 
Seattle  lawyer;  mother  a  regent  of 
U.  of  Washington.  Created  comput- 
er program  age  13.  Scored  perfect 
800  on  math  sat.  At  19  dropped  out 
of  Harvard,  forsook  prelaw  to  found 
Microsoft  with  Paul  Allen  (which 
see)  1975.  Now  dominant  figure  in 
software,  thought  indispensable  to 
computer  industry.  Lives  intensely: 


HarnvBUck  Sur 


William  I lenty  Gates  III 


notoriously  fast  driver,  voracious 
worker.  Gates'  attitude  pervades 
Microsoft:  rigor,  infectious  compe- 
tition, informal  to  extreme.  Hangs 
out  in  company  cafeteria,  talking 
tech  with  employees.  Also  pragma- 
tist:  "From  the  very  beginning, 
we've  been  the  most  profitable  soft- 
ware company."  Intensely  studies 
potential  and  direction  of  computer 
industry.  Self-described  "hard-core 
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WEALTH    CREATION    AND    PRESERVATION    WEALTH    CREATION    AND    PRESERVATION 

We  Guarantee 
to  Reduce  Your 

Estate  Tax 
Cost  up  to  90%* 
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"Effective  reduction  subject  to  current  assumptions  and  other  requirements.  If  you 
have  a  net  worth  of  over  $3  million  dollars,  call  for  detailed  information  and  our 
video  tape—  "Wealth  Creation  and  Preservation'.' 


Barry  Kaye  Associates 

WEALTH  CREATION  CENTERS 
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►  Pay  your  taxes  at  10  to  30  cents  on  the  dollar. 

►  Reduce  your  55%  estate  tax  bracket  to  10%  or  less.  > 

Q 

►  Increase  your  $600,000  estate  tax  exemption  many  fold. 

►  Achieve  guaranteed  risk-free  return  many  times  original  outlay. 
i- 
lu              ►  Create  and  preserve  wealth  for  children  and  grandchildren.  j£ 

x  ►  Increase  charitable  gifts  5  to  10  times  with  no  additional  outlay.  * 
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►  Increase  your  $10,000  annual  tax-free  gifts  to  $1,000,000. 
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Inside  California:  (213)  203-5433  (800)  982-5433  m 


;^^H  *1      ^^H      Outside  California:  (800)  662-5433      FAX:  (213)  282-0775 

1840  Century  Park  East,  Los  Angeles,  California  90067 

<  BarryKaye  SBarry  Kaye  Associates,  1989 
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How  to  record  a  star  160,000 
light-years  away. 
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At  Hitachi,  the  sky  s  the  limit. 


Astronomers  study  supernovas  in  the  hope  of 
learning  more  about  the  birth  of  the  universe. 

so  when  Supernova  1987A  burst  into  glory, 
the  scientific  community  immediately  turned  to  a 
lap.  ilite  named  Ginga  H  igh  above  Earth, 

ray  emissions  and  other  pertinent  data 
iuld  rucial  in  th<      [uest. 

he  in  ol  Ginga  — Hitac  ii's  magnetic 


bubble  memory  recorder.  It  can  withstand  the  hi 
est  environments.  Radiation.  Solar  wind.  Extrei 
temperatures. 

Which  is  perhaps  to  be  expected.  We're  th 
world  leader  in  magnetic  bubble  memory  tech 
nology.  Always  have  been. 

Of  course,  some  stars  are  much  closer  to 
home.  And  Hitachi  shines  here,  too.  Our  dynai 


How  to  record  a  star 
right  at  home. 


One  day,  this  toddler  s  children  will  watch  her  first  steps. 


-IS  video  cameras  are  responsible  for  revolu- 

zing  the  family  photo  album. 

While  delivering  image  quality  that's  out  of 

world. 

Ml  of  this  is  explained  by  the  fact  we're  a 

48  billion  company*  We're  involved  in  science. 

cronies.  Communications.  Transportation. 

icine.  Most  everything,  in  fact. 


It  goes  to  show  that  Hitachi  is  as  adept  at  creat- 
ing products  that  are  light-years  apart  as  we  are  at 
creating  technologies  that  are  light-years  ahead. 

*US$48.496  million;  net  sales  for  the  year  ending  March  31. 1989.  US$1  =  ¥132. 

0  HITACHI 


Hitachi,  Ltd.  Tokyo,  Japan 
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technoid,"  but  employed  masterful 
marketing  to  build  Microsoft.  Lives 
modestly,  discounts  significance  of 
wealth:  stock,  proceeds  from  sales, 
total  $1.25  billion. 

Carl  Celian  Icahn 

Finance.  Bedford,  N.Y.  53.  Married, 
2  children.  Schoolteacher's  son 
from  nyc's  Queens;  studied  philos- 
ophy at  Princeton,  spent  three 
years  at  medical  school,  then  got 
serious:  to  Wall  St.  as  broker  1961. 
Two  years  later  began  trading  op- 
tions (before  listed  trading);   bor- 
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Carl  Celian  Icahn 


rowed  from  uncle  to  buy  nyse  seat, 
formed  Icahn  &  Co.  securities  firm 
1968.  Began  buying  large  blocks  of 
stock,  then  forced  management  to 
enhance  shareholder  value:  Tappan 
Co.  play  earned  $2.7  million  1977. 
Hit  big  time  forcing  Marshall  Field 
to  a  white  knight  1982:  $17  mil- 
lion. Denounced  as  greenmailcr  by 
some;  but  running  acf,  acquired 
1984  (builds,  leases  railcars).  Also 
running  twa;  acquired  1986,  took 
private  last  fall.  Huge  paper  gain  on 
11.4%  usx  stake;  earned  near  $500 
million  on  sale  of  Texaco  stock  this 
year.  Current  big  cash  position; 
managements  tremble  as  he  in- 
veighs against  entrenched  execu- 
tives divorced  from  shareholder  in- 
terests. Cuts  friends,  family  in  on 
deals.  "The  market  is  generally  a 
very  dangerous  place,  but  if  you  buy 
when  nobody  wants  them,  and  sell 
when  everybody  wants  them, 
you'll  have  a  decent  chance  of  suc- 
cess." So  says  man  now  worth  at 
least  $1.2  billion. 


Stephen  Davison  Bechteljr. 

Engineering,  construction.  San 
Francisco.  64.  Married,  5  children. 
Grandson  of  Warren  Bechtel,  rail- 


Stephen  Davison  Bechteljr. 

road  builder,  founder  Bechtel 
Group.  Took  over  massive,  global 
construction  company  (Hoover 
Dam,  Alaska  pipeline)  1960  from 
father,  Stephen  D.  Bechtel  Sr.  (d. 
March  1989).  Company  played  role 
in  building  40%  of  all  U.S.  nuclear 
units  in  father's  tradition  of  colos- 
sal projects — e.g.,  Jubail,  1970s:  $40 
billion  Saudi  industrial  city.  Top 
execs  in  Reagan  Cabinet:  George 
Shultz,  Caspar  Weinberger  (Shultz 
back  on  Bechtel  board).  With  de- 
cline of  megaprojects,  company  di- 
versified. Stephen  into  real  estate, 
coal;  operates  small  power  plants. 
Worked  on  Three  Mile  Island  resto- 
ration since  197°  accident.  Son  Ri- 
ley, 37,  designated  successor-head, 
now  president.  Stephen  has  sister, 
Barbara  Bechtel  Davis,  who  may 
have  share  of  firm.  Net  worth  of 
Bechtel  Group,  Bechtel  Invest- 
ments, family's  Lakeside  Corp.,  nu- 
merous trusts,  etc.,  at  least  $1.2 
billion. 

Gordon  Peter  Getty 

Inheritance.  San  Francisco.  55. 
Married,  4  sons.  Son  of  oilman  Jean 
Paul  Getty.  "Gordo"  more  interest- 
ed in  music  than  oil;  studied  at  San 
Francisco's  Conservatoire  of  Music 
1960s;  composes.  Sued  father  for 
dividend  income  1966;  pilloried  by 
father's  lawyers,  but  only  relative 
at  father's  deathbed  1976  (see  also  J. 
Paul  Jr.).  Cotrustee  of  late  grand- 
mother's Sarah  C  Getty  Trust  with 
40%  Getty  oil;  later  sole  trustee. 
Niece  Anne  Earhart  (which  see) 
brought  first  suit  related  to  will, 
1976.  Getty  Oil  board  hostile  to 
Gordo  Sparked  Texaco-Pennzoil 
debacle  by  sale  of  family's  oil  trust 
to  Texaco,  1984.  Scorned  as  busi- 
nessman, but  managed  to  sell  at 
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Gordon  Peter  Getty 


height  of  oil  prices.  Trust  greatly 
enhanced  to  $3  billion,  income  tri- 
pled. Suit  settled  December  1988 
with  dissolution  into  separate 
trusts  run  for  and  by  family  mem- 
bers (see  Caroline  Getty  et  al).  Gor- 
do's one-quarter,  plus  years  of  in- 
come and  fees,  est.  $1.2  billion. 

Margaret  Hunt  Hill 

Inheritance,  oil.  Dallas.  73.  Wid- 
owed, 3  children.  Eldest  child  of 
legendary  wildcatter  H.L.  Hunt  (see 
Caroline  Hunt),  who  taught  her  oil 
business    when    young.    Controls 
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TTING     THE     RIGHT     PEOPLE    TO    THE 

5HT   PLACE  -  RIGHT  AWAY. crews  that  fly 
the    U.S.    Coast   Guard    search    and    rescue   teams. 

TORS  AND  NURSES  WORKING  WITH  RESCUE  GROUPS:  ALL 
NT  ON  THE  RELIABILITY  OF  AEROSPATIALE  HELICOPTERS. 
H     THE     COOPERATION     OF     INDUSTRY     EXPERTS     AND     AERO- 
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1  member  work  force  in  i  exas  fullfill  the  demands 
:ncy  and  confidence  of  the  teams  from  hos- 
s.  police  or  corporate  management.  creating  and 
king   together    keeps    us    up   there.    meet  the  team. 


aerospatiale 

AEROSPATIALE  INC   1101   15-1  STREei  NW  WASHINGTON  DC  20005 
PHONE   202  293  0650 


trust  for  first-born  son  Hassie  (re- 
clusive, history  of  mental  illness, 
childless).  Managed  to  steer  clear  of 
famous  brothers'  silver  debacle. 
Bought  brothers'  repossessed  land 
after  1980  silver  crash.  Reportedly 
insisted  "the  boys"  use  additional 
personal  assets  to  secure  company; 
she  denies.  With  sister  Caroline, 
withdrew  her  share  and  Hassie's 
from  family's  oil  trusts  1983.  Now 
her  and  Hassie's  trusts  have  own  oil 
and  real  estate  operation.  Always 
dominated  family  meetings.  "She 
seemed  dedicated  to  reminding  the 
family  that  they  were  Hunts  and 
should  act  accordingly."  Fortune, 
including  Hassie's  trusts,  worth  at 
least  $1.2  billion. 

David  Rockefeller 

Inheritance.  Banking,  real  estate. 
nyc,  Tarrytown,  N.Y.  74.  Married, 
6  children.  Grandson  of  John  D. 
Rockefeller;  youngest  of  5  brothers 
(see  Laurance  andfamily).  Chairman 
Rockefeller  Group,  highly  diversi- 
fied family  investment  firm  (real 
estate  finance,  brokerage,  develop- 
ment; lbos;  bridge  loans;  portfolio 
management  et  al.).  Only  brother 
with  successful  career  in  tradition- 
al family  business  (Chase  Manhat- 
tan Bank),  Ph.D.  economics  1940, 
bank  ceo  1969-80.  Assumed  role  as 
international  statesman;  arrival  in 
South  American  capitals  some- 
times sparked  riots.  Major  role  nyc 
real  estate  (including  ill-fated 
Westway  project);  45%  San  Francis- 
co's Embarcadero  Center.  Oversaw 
family's  cash-out  on  Rockefeller 
Center,  acceding  to  wishes  of  cash- 


iit  Rockefeller 


hungry  younger  relatives.  His  in- 
vestments in  real  estate,  share  of 
family  trusts,  etc.,  believed  worth 
over  $1.1  billion. 


Donald  Worthington  Reynolds 

Publishing.  Las  Vegas.  83.  Thrice 
divorced,  3  children.  Son  of  door-to- 
door  grocery  peddler:  "We  never 
missed  any  meals,  but  that  was 
about  it."  Hawked  newspapers, 
worked  way  through  U.  of  Missou- 
ri, journalism  degree.  Fired  from 
first  two  jobs,  but  saved  enough  to 
invest    in    printing    plant.    Took 
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Donald  Worthington  Reynolds 

shrapnel  hit  in  forehead  World  War 
II:  "It  got  rid  of  my  sinus  trouble." 
Since  war,  in  newspapers:  no-frills 
policy  helped  build  highly  profit- 
able Donrey  Media  Group — 59  dai- 
lies, 62  nondailies,  television  sta- 
tion, 12  billboard  and  5  cable  com- 
panies. Flagship  is  Las  Vegas  Review 
journal  Hates  unions;  cost-cutting 
fanatic.  Children  uninterested  in 
business;  foundation  set  to  inherit 
estate  worth  $1.1  billion  when 
Reynolds  heads  to  "that  big  news- 
room in  the  sky." 

William  Redington  Hewlett 

Hewlett-Packard.  Portola  Valley, 
Calif.  76.  Widowed,  remarried 
1978;  5  children,  5  stepchildren. 
Stanford  1934.  Master's,  mit  1936. 
Teamed  up  with  Stanford  class- 
mate David  Packard  (which  see)  to 
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William  Redington  Hewlett 

form  h-p  1939.  Started  in  wooden 
one-car  garage  with  $538.  Created 
billion-dollar  high-tech  co.  Now  ga- 
rage historical  landmark:  "birth- 
place of  Silicon  Valley."  Hewlett 
was  inventive  genius.  First  prod- 
ucts: audio  oscillator,  urinal 
flusher,  bowling  alley  foul-line  in- 
dicator, shock  machine  for  weight 
loss.  "We  did  anything  to  bring  in  a 
nickel."  Pioneered  hand-held  cal- 
culators. "I  told  the  guys  they 
ought  to  design  a  calculator  to  fit  in 
my  shirt  pocket,  so  they  came  and 
measured  my  pocket."  Chief  exec- 
utive 1969-78;  retired  from  board 
1987.  h-p  powerhouse  of  micro- 
computer, electronic  test,  measure- 
ment industry;  1988  revenues,  $9.8 
billion.  "Our  growth  [was]  financed 
by  our  earnings  and  not  by  debt." 
Avid  fisherman,  skier,  mountain 
climber.  His  12%  of  h-p  worth  at 
least  $1.1  billion. 

Edward  Perry  Bass 

Oil,  investments.  Fort  Worth.  44. 
Single.  Second  son  of  Perry  Rich- 
ardson Bass  (see  other  Masses).  Yale- 
trained  actor;  Coast  Guard;  Yale  ar- 
chitecture school.  Relocated  New 
Mexico   early    1970s;    sold   Indian 
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^RIANE    PUTS    SATELLITES    INTO    SPACE 

"HAT  SPEAK  2  "7  LANGUAGES.  As  industrial 
rchitect  Aerospatiale  cooperates  with  11  European 
ountries  providing  space-age  technology  and 
ianagement  skills.  with  the  number  of  satellites 
aunched    for    american    companies,    we    prove    our 
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IANY    OF    THEM    WITH    AMERICAN    PARTNERS.    WORKING    AND 
REATING   TOGETHER   KEEPS   US   UP  THERE.   MEET  THE  TEAM. 
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aerospatiale 

AEROSPATIALE  INC   1101.  15th  STREET  NW  WASHINGTON  DC  20005 
PHONE  202  293  0650 


Ready  t 


say  Uncle? 

Frustrated  by  the  failure  to  hold  the  line  on  soaring  health  care 
)sts,  many  business  leaders  are  calling  for  some  type  of  national 
ealth  plan.  Who  can  blame  them? 

As  it  stands,  we  now  spend  131%  more  per  citizen  on  health 
are  than  Japan.  For  every  $2  of  operating  profits,  U.S. 
:>rporations  pay  close  to  $1  for  health  benefits. 

At  the  CIGNA  companies,  we  believe  a  national  health  plan  is 
ot  the  answer.  But  we  do  agree  a  fundamental  change  is 
eeded.  And  we've  responded  with  Integrated  Managed  Care. 

Unlike  earlier  cost-containment  measures,  which  were 
ffective  but  too  narrow  in  focus,  it  targets  a  company's  entire 
ledical  expense. 

Through  a  long-term  partnership  with  each  of  our  clients  and 
>cal  providers  of  medical  services,  Managed  Care  helps  to  both 
heck  skyrocketing  medical  costs  and  deliver  quality  care. 

By  all  indications,  it  works.  One  of  our  clients,  for  example, 
rojects  a  savings  of  $200  million  over  three  years. 

For  information  write  the  CIGNA  Companies,  Dept.  RC,  1600 
j-ch  Street,  Philadelphia,  PA  19103. 

You'll  find  we  have  many  interesting  things  to  say.  Uncle  isn't 
ne  of  them. 


We  get  paid  for  r esultsT 


CIGNA 


The  Forbes  Four  Hundred. 
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Edward  Perry  Bass 


handicrafts.  Raised  Fort  Worth  eye- 
brows with  avant-garde  nightclub 
Caravan  of  Dreams;  plans  risky 
$25  million  downtown  develop- 
ment: "I  don't  think  you'll  find 
Trammell  Crow  rushing  into  Fort 
Worth  residential."  Spending  $30 
million  on  experimental  enclosed 
ecosystem  Arizona:  Biosphere  II. 
Spends  half  of  year  at  500,000-acre 
Australian  cattle  station.  Passive 
investor  in  family  deals:  "A  lot  of 
things  I  just  have  to  read  about  in 
the  paper."  Good  reading:  worth 
some  $1  billion. 

Edward  Lewis  Gaylord 

Media,  real  estate.  Oklahoma  City. 
70.  Married,  4  children.  Father  E.K. 
bought  into  Daily  Oklahoman  1903; 
one  of  state's  most  powerful  men, 
steered  company  single-handed  un- 
til death  in  1974  at  101.  EL.  show- 
ing business  savvy  of  his  own:  $250 
million  1983  purchase  of  Grand 
Olc  Opry,  Opryland  and  now  thriv- 
ing Nashville  Network  (also  owns 
television  show  Hee  Haw,  20%  Te- 
lerate  1986— sold  half,  $100  mil- 
lion profit  so  far).  Sold  2  television 
stations  at  1987  market  peak  for 
$425  million.  Oklahoma  Publish- 
ing Co.  still  has  1  newspaper,  35% 
of  Texas  (baseball)  Rangers;  5  tv,  3 
radio  stations.  Fiercely  conserva- 
tive, opinionated:  "We're  against 
liberal  bubbleheads."  Son,  E.K.  II, 


Edward  Lewis  Gay  lord 


32,  heir  apparent,  but  E.L.,  like  fa- 
ther, not  likely  to  step  aside  soon. 
E.L.'s  fortune  conservatively  esti- 
mated at  $1  billion. 


William  Bernard  Ziff 

Publishing.  Manalapan,  Fla.  59.  Di- 
vorced, remarried;  3  sons  by  first 
marriage.  Father  was  WWII  aviator, 
noted  lecturer,  author,  cofounded 
Ziff-Davis  1927;  died  1953.  Son 
William  Jr.  bought  out  Davis  at  27; 
tackled  "special  interest"  markets, 


William  Bernard  /.ill 


acquired  Car  6  Driver,  launched 
Boating,  Stereo  Review  ultimately 
some  50  magazines,  6  tv  stations. 
Editorial  took  backseat  to  advertis- 
ing. Liquidation  1980s:  sold  sta- 
tions for  approximately  $100  mil- 


lion 1983;  12  trade  magazines  to 
Rupert  Murdoch  (which  see)  for 
$350  million,  12  consumer  maga- 
zines to  cbs  for  $362.5  million 
1985.  cbs  sued,  claiming  over- 
charge, but  sold  at  profit  1987.  Elec- 
tronic services  division  sold  1986. 
Kept  9  computer  titles  (estimated 
1988  revenues,  $280  million)  in- 
cluding PC  Magazine.  New  maga- 
zine, PC  Computing,  already  over 
300,000  subscribers.  Fortune,  in- 
cluding $400  million  trust  designed 
to  encourage  sons'  interest  in  com- 
puters, worth  at  least  $1  billion. 

David  Howard  Murdock 

Investments.  Bel  Air,  Calif.  66.  Di- 
vorced, widowed;  2  children.  High 
school  dropout;  landed  in  Detroit 
after  WWII  with  6  cents  in  pocket — 
spent  night  on  park  bench — bor- 
rowed $900  to  buy  restaurant;  sold 


Michael  Garland  <  )n\-v 


id  I  Inward  Murdock 


for  profit.  On  to  Phoenix,  made  first 
fortune  in  real  estate;  market  col- 
lapsed in  1963.  On  to  California; 
real  estate  again,  small  companies. 
Now  Pacific  Holding  Co.  umbrella 
for  large  entities  including  Cannon 
Mills'  Beacon  Mfg.  (owns  town  of 
Kannapolis,  N.C.),  interests  in 
high-profile  firms  (Faberge,  Occi- 
dental, Zapata).  Merged  Flexi-Van 
with  Castle  &  Cooke  1985.  Arabian 
horses,  big  California  ranch;  promi- 
nent Republican  fundraiser.  Very 
private.  Net  worth  estimated  $1 
billion. 
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ESTATE  PLANNING 

Leaving  A  Lasting  Legacy 


Many  people  mistakenly  be- 
lieve that  estate  planning  is 
necessary  only  for  the  very 
rich.  Not  so.  Estate  plan- 
ning should  be  of  great  concern  to  most 
affluent  people,  since  it  can  have  sig- 
nificant financial  consequences  for 
their  heirs. 

"With  the  gradual  increase  in  es- 
tate sizes,  particularly  in  employee 
benefits,  people  don't  realize  how 
wealthy  they  are,  and  fail  to  recognize 
how  the  estate  tax  can  keep  a  great  deal 
of  their  wealth  from  passing  to  their 
children  and  grandchildren,"  said  L. 
Henry  Gissel  Jr.,  a  Dallas  attorney  and 


chairman  of  the  real  property,  probate 
and  trust  law  section  of  the  American 
Bar  Association. 

With  that  in  mind,  a  well-crafted 
estate  plan  can  be  the  best  "gift"  you 
leave  your  heirs.  It  makes  sure  your 
wealth  reaches  the  people  you  choose 
in  the  manner  you  choose,  and  mini- 
mizes your  estate's  erosion  by  federal 
and  state  taxes. 

Estate  planning  has  become  even 
more  important  since  the  last  round  of 
tax  reform,  experts  say.  The  Revenue 
Act  of  1987  postponed  a  decline  in  the 
top  estate  tax  bracket,  and  eliminated 
graduated  estate  tax  rates  and  the  estate 
tax  credit  for  the  very  wealthy. 

Today  estate  tax  rates  climb  quick- 
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ly  to  55%.  (See  Tax  Rates  Table  be- 
low.) And  the  top  marginal  rate  is  60% 
because  of  a  5%  surtax  imposed  on 
estates  larger  than  $10  million.  The 
result  can  be  a  hefty  tax  bite  and, 
perhaps,  an  unnecessary  one. 

The  future  does  not  bode  well  ei- 
ther. The  estate  and  gift  area  is  under 
close  scrutiny  by  the  government  as  it 
seeks  new  revenue  sources  to  reduce 
the  deficit.  The  threat  of  higher  taxes, 
and  fewer  ways  to  avoid  those  taxes, 
gives  a  new  sense  of  urgency  to  estate 
planning  today. 

Indeed,  people  whose  family 
wealth  is  less  than  $1.2  million  can 
sidestep  the  estate  tax  altogether  with 
careful  planning. 

The  First  Steps 

To  begin  setting  up  an  estate  plan, 
define  your  objectives.  While  every- 
body wants  to  leave  as  little  as  possible 
to  Uncle  Sam,  there  are  considerations 
beyond  that. 

First,  review  your  family  situa- 
tion. Is  your  spouse  comfortable  man- 
aging money,  or  should  funds  be  left  in 
trust?  Where  should  the  property  go 
after  your  spouse's  death?  Should  all 
children  be  treated  equally,  or  do  any 
have  special  medical  or  educational 
needs?  Are  there  other  beneficiaries?  A 
university?  A  charity?  If  you  own  a 
business,  do  you  have  a  buy-sell  agree- 
ment to  ease  transfer  of  the  company 
stock?  Do  you  have  sufficient  cash  to 
fund  the  agreement? 

Next,  assess  the  value  of  the  estate 
to  determine  which  techniques  most 
effectively  accomplish  your  goals  and 
minimize  the  taxes.  For  this  purpose, 
include:  stocks,  bonds,  real  estate  and 
other  investments;  retirement  benefits, 
including  pension,  profit-sharing  and 
stock-purchase  plans;  proceeds  from 
life  insurance  policies;  cars.  art.  jewel- 
ry and  other  expensive  personal  prop- 
erty. 

Furthermore,  include  half  the  val- 
ue of  jointly-held  property.  When 
spouses  aiv  co  owners,  one-half  of  the 
value  o\'  the  property  in  joint  names  is 
included  in  each  individual's  estate — 
though  property  owned  jointly 
with  rights  of  survivorship  will 


automatically,  in  full  title,  to  the  sur- 
viving spouse  at  death. 

Offset  these  assets  with  outstand- 
ing debts,  like  mortgages,  income  and 
property  taxes,  and  personal  loans,  as 
well  as  charitable  contributions.  De- 
duct funeral  expenses  and  other  costs 
associated  with  settling  the  estate:  at- 
torney's, executor's,  appraisers'  and 
accountants'  fees  and  court  costs. 
These  expenses  could  average  5%  or 
more  of  the  estate. 

Smaller  estates,  worth  $600,000 
or  less,  are  sheltered  by  a  tax  credit  that 
allows  you  to  give  away  during  your 
life  or  leave  at  your  death  a  total  of 
$600,000  free  of  federal  gift  or  estate 
tax.  Besides  the  credit,  taxable  estates 
can  be  reduced  by  the  so-called  marital 
deduction,    which    lets   an    individual 


leave  any  amount  of  property  to  a 
spouse  tax-free.  Because  the  deduction 
is  unlimited,  married  couples  can  com- 
pletely avoid  estate  tax  until  the  death 
of  the  surviving  spouse.  Doing  so, 
however,  may  increase  the  tax  paid  on. 
the  second  estate. 

The  tax  bite  is  not  the  only  diffi- f 
culty  facing  poorly-planned  estates.! 
Probate  can  be  a  time-consuming, J 
costly  process.  Heirs  may  have  to  wait] 
months  or  even  years  for  their  inheri-J 
tances.  In  the  process,  the  estate  willl 
incur  needless  court  costs  and  execu-J 
tor's  and  attorney's  fees,  compounded! 
for  people  who  own  property  in  morel 
than  one  state. 

Lifetime  Techniques 

Lifetime  gift  programs  remove  asset: 
from  the  estate,  and  also  any  futurei! 
income  and  appreciation.  By  law,  yoi 
can  give  each  heir  up  to  $10,000  giftl 
tax-free  each  year,  $20,000  for  mar-1 
ried  couples  who  "split"  gifts.  There-I 
fore,  when  gift  programs  are  set  up 
early,  substantial  amounts  of  assets  car 
be  transferred  to  children  for  instance: 
without  tapping  the  $600,000  exemp 
tion. 

Couples  should  also  review  title  tc 
property.  The  unified  gift  and  estate 
tax  law  gives  each  person  a  credit  of  upf 
to  $192,800,  which  shelters  estate 
worth  $600,000  or  less. 

Finally,  prepare  a  will.  Because 
writing  a  will  forces  us  to  confront  ouij 
own  mortality,  only  30%  of  peopk 


FEDERAL  ESTATE  AND  GIFT  UNIFIED  TAX  RATES* 

Taxable  Amount 

Amount  of  Tax   + 

Rate  on  Excess 

Up  to  $500,000 

$155,800 

37% 

$1,000,000 

$345,800 

41% 

$1,500,000 

$555,800 

45% 

$2,000,000 

$780,800 

49% 

$3,000,000 

$1,290,800 

55% 

♦Current  as  of  October  1989 


have  wills,  the  American  Bar  Associa- 
tion estimates.  But  the  price  of  dying 
without  one  is  steep:  state  intestacy 
laws  for  distributing  assets  may  differ 
from  what  you  want;  heirs  face  cum- 
bersome proceedings  and  added  legal 
expenses;  and  parents  forfeit  their  right 
to  say  who  will  raise  minor  children. 

Update  your  will  as  circumstances 
change.  Experts  recommend  revisions 
when  you  are  married  or  divorced, 
when  children  are  born,  when  you 
move,  when  you  start  a  new  business, 
or  when  your  financial  picture  changes 
significantly. 

A  Will  Is  Not  Enough 

"More  and  more,  people  are  looking  at 
estate  management,  and  trusts  in  par- 
ticular, as  an  important  part  of  their 
financial  situation,"  said  Rodney  I. 
Woods,  president  and  CEO  of  Merrill 
Lynch  Trust  Company.  "Trusts  com- 
bine investment  and  possible  tax-sav- 
ing opportunities  with  the  ability  to 
provide  for  the  well-being  of  loved 
ones  and  others  even  after  one's 
death." 

Most  estate  planners  use  trusts, 
which  are  legal  devices  that  hold  prop- 
erty for  the  benefit  of  named  beneficia- 
ries. Trusts  are  established  by  individ- 
uals (grantors),  who  outline  in  the  trust 
agreement  their  instructions  for  man- 
aging the  trust  and  distributing  the  in- 
come. Trusts  can  be  set  up  during  your 
lifetime  ("inter  vivos")  or  at  death. 

Trusts  are  designed  to  achieve  spe- 
cific objectives.  A  revocable  living 
trust  with  a  bypass  feature  is  the  most 
popular  trust  form  used  today.  (See 
feature  "In  Trusts  We  Trust.") 

In  addition,  a  charitable  remainder 
trust  is  a  good  option  for  the  person 
who  wants  to  leave  assets  to  charity  but 
keep  income  from  the  assets  during  his 
or  her  lifetime.  The  property  is  placed 
in  a  trust  that  pays  the  donor  income 
based  on  a  fixed  percentage  of  the  fair 
market  value  of  trust  assets.  Appreciat- 
ed assets  can  be  gifted  to  the  trust,  sold 
and  the  proceeds  reinvested  without 
paying  capital  gains  tax.  In  addition,  a 
current  income  tax  charitable  deduc- 
tion is  generated  by  the  gift  to  the 
charitable  trust. 


ESTATE  PLANNING  CHECKLIST 

The  following  questions  can  help  you  consider  major  issues  in  estate 
planning.  These,  and  others,  should  be  reviewed  carefully,  and  in  greater 
detail,  with  your  lawyer,  tax  advisor  and  a  Merrill  Lynch  Financial  Consul- 
tant. 

0  Do  you  have  a  will?  Does  your  spouse? 

0  How  are  your  assets  owned?  Jointly?  Individually? 

0  Have  you  planned  for  your  children's/grandchildren's  education? 

0  Have  you  arranged  for  your  spouse's/parents'  long-term  health  care  needs? 

0  Do  you  expect  to  receive  gifts  or  inheritance? 

0  Do  you  plan  to  make  gifts?  College?  Charities? 


I 

IN  TRUSTS  WE  TRUST 


A  will  is  not  enough.  It  won't  work  until  you  die.  That  is  why  revocable 
living  trusts  are  becoming  a  popular  option  in  estate  planning. 

In  such  a  plan,  titles  to  securities,  real  estate  and  other  assets  are  placed 
in  a  trust  while  the  owner  is  still  alive.  The  trust  document  outlines 
instructions  for  managing  the  assets  and  distributing  them  after  the  individ- 
ual's death. 

A  revocable  living  trust  allows  the  continuity  of  professional  manage- 
ment in  the  event  of  the  death,  disability  or  incapacity  of  the  grantor  who 
creates  the  trust.  It  is  also  very  flexible  and  not  subject  to  probate. 

To  minimize  estate  taxes,  a  bypass  trust  can  be  incorporated,  allowing 
the  unified  credit  to  be  fully  utilized  in  the  estates  of  both  spouses.  To  be 
effective,  property  in  an  amount  equal  to  the  exemption  equivalent  of  the 
credit  ($600,000)  must  be  transferred  to  the  trust  in  a  manner  that  does  not 
qualify  for  the  marital  deduction.  The  trust  may  pay  income  to  the  surviving 
spouse,  but  the  remainder  must  pass  to  someone  other  than  the  grantor's 
spouse. 

There  is  a  lot  to  be  said  for  naming  an  institutional  trustee.  Trust 
companies  have  staffs  of  highly  trained  and  qualified  specialists  who  can 
make  thorough  and  objective  decisions  based  on  the  goals  of  your  trust. 


The  qualified  terminal  interest 
property  trust,  or  QTIP,  is  designed  to 
qualify  for  the  estate  tax  marital  deduc- 
tion. It  is  a  good  option  for  the  person 
who  plans  to  leave  money  to  a  spouse 
who  is  not  adept  at  money  manage- 
ment and  also  wants  to  designate  an 
heir  after  the  surviving  spouse's  death. 

Paying  The  Estate  Tax 

When  an  estate  is  settled,  within  nine 
months  cash  is  needed  to  pay  the  tax. 
Finding  the  money  is  often  a  problem. 


Many  people  are  forced  to  liquidate 
estate  assets  or  use  them  as  collateral 
for  a  loan. 

"If  your  wealth  consists  largely  of 
illiquid  assets,  such  as  real  estate  or 
stock  in  a  family  business,  you  can 
provide  liquidity  by  purchasing  addi- 
tional life  insurance,"  said  William  B. 
Stannard,  president,  Merrill  Lynch 
Life  Agency.  "In  1982,  for  example, 
tax  legislation  helped  solve  the  liquid- 
ity problem  and  made  "joint  and  last 
survivor'  life  insurance  attractive  for 
estate  planning." 


A  second-to-die  whole  life  insur- 
ance policy  pays  off  on  the  death  of  the 
second  named  insured.  By  gifting  the 
policy  in  an  irrevocable  trust,  proceeds  j 
are  free  of  estate  tax  as  long  as  you  live 
three  years  after  transferring  the  poli-j 
cy.  (See  feature  "Federal  Estate  Tax: 
Bear  It  or  Share  It".) 

Protecting  Future 
Generations 

You  can  enhance  the  financial  security 
of  your  children  or  grandchildren  by 


ADDITIONAL  CONSIDERATIONS:  IF  YOU  OWN  A  BUSINESS 


Lawyers,  physicians  and  owners  of  closely-held  business- 
es have  special  estate  planning  needs.  Settling  their  per- 
sonal estates  becomes  particularly  important  because  per- 
sonal and  business  wealth  usually  are  closely  intertwined. 
In  addition,  businesses  must  organize  for  a  smooth  succes- 
sion after  the  owners'  death,  and  there  must  be  sufficient 
cash  to  ensure  estate  liquidity  to  prevent  a  forced  sale  of 
the  business. 

Succession  Planning 

While  succession  planning  is  essential  to  maintain  the 
value  of  the  business,  it  is  also  "the  most  difficult  issue 
that  closely-held  businesses  face,"  said  Craig  D.  Step- 
nicka,  a  partner  with  Arthur  Young  &  Co.  Owners  must 
satisfy  the  competing  needs  of  family  members,  employ- 
ees, customers  and  others  involved  in  the  business. 

ESTATE  TAX  TECHNIQUES 


Whether  the  successor  is  part  of  the  owner's  family  or 
an  outsider,  a  timetable  must  be  developed  for  transfer  of 
control,  taking  into  account  the  owner's  age  and  retirement 
plans.  A  temporary  successor  should  be  designated  to  take 
control  in  the  event  of  sudden  death  or  disability. 

A  buy-sell  agreement  is  critical  for  all  closely-held 
businesses.  The  agreement  can  ensure  the  business  will 
stay  within  the  family  after  the  founder's  death,  and  that 
the  company  has  enough  money  to  buy  the  deceased 
owner's  interest.  It  also  can  fix  a  value  of  the  business  for 
estate  tax  purposes. 

Buy-sell  agreements  typically  are  funded  with  life 
insurance  purchased  by,  owned  and  payable  to  the  busi- 
ness. Or,  each  partner  can  buy  insurance  payable  to 
himself  on  the  life  of  his  co-partners. 


There  are  many  tax-planning  techniques  that  can  preserve 
an  owner's  estate.  These  should  be  reviewed  with  an  estate 
planner  for  tax  advantages  to  both  the  business  and  family. 

Estate  freeze.  Under  the  old  law,  owners  are  locked 
into  the  current  value  of  their  businesses  by  exchanging 
their  common  stock  for  preferred  shares.  Therefore,  any 
subsequent  appreciation  in  the  business  would  be  excluded 
from  their  estates. 

While  the  recent  tax  bill  severely  curbed  traditional 
freezes,  owners  can  still  transfer  the  business  and  pay  tax 
on  today's  values.  Owners  who  have  sufficient  assets  to 
cover  living  expenses  can  simply  give  common  stock  to 
their  heirs.  Since  taxable  gifts  are  included  in  the  estate  tax 
calculation  at  the  value  of  the  gift  when  it  is  given,  this  has 
the  effect  of  potentially  excluding  subsequent  appreciation 
from  the  estate.  Another  option  is  to  sell  the  business  to  the 
heirs,  taking  back  qualified  debt  that  matures  in  no  more 
than  15  years. 


303  redemptions.  The  company  buys  shares  of  stock 
from  the  estate  in  exchange  for  cash  needed  to  pay  estate 
and  death  taxes.  The  transaction  is  treated  as  a  sale  of 
stock,  generally  with  no  income  tax  consequences  (e.g., 
not  treated  as  a  taxable  dividend)  if  the  business  makes  up 
35%  of  the  gross  estate. 

ESOPs.  By  setting  up  an  employee  stock  ownership 
plan,  owners  give  up  some  control  of  the  business.  In 
return,  shares  can  be  transferred  to  the  ESOP  in  an  amount 
equal  to  the  estate  tax,  effectively  allowing  the  company  to 
make  tax-deductible  contributions  to  pay  the  tax. 

Tax  deferrals.  When  a  closely-held  business  repre- 
sents 35%  or  more  of  a  gross  estate,  the  executor  can  elect 
to  pay  the  estate  tax  relating  to  the  business  interest  in  up  to 
10  annual  installments,  with  the  first  payment  not  due  for 
five  years  at  a  very  low  interest  rate.  In  effect,  it's  a 
prearranged  loan  to  ensure  estate  liquidity,  and  the  interest 
is  fully  deductible. 
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FEDERAL  ESTATE  TAX: 


Bear  It  Or  Share  It 

After  utilizing  the  unlimited  marital  deduction,  a  significant  federal  estate  tax 
liability  can  be  a  real  burden  to  the  value  of  the  survivor's  estate.  You  have 
the  choice  to  bear  the  cost  burden  or  share  it  with  an  insurance  company  by 
purchasing  a  survivorship  or  "second-to-die"  life  insurance  policy. 

The  following  simplified  example  shows  how  it  works.  The  example 
assumes  a  60-year-old  man  and  his  55-year-old  wife  have  a  $1  million 
taxable  estate.  For  purposes  of  illustration,  $1.00  represents  a  dollar  in  this 
$1  million  estate. 

Under  Plan  A,  41  cents  goes  to  pay  federal  estate  taxes  while  your 
family  receives  only  59  cents.  Plan  B  illustrates  that  through  the  purchase  of 
a  survivorship  policy,  you  share  the  estate  tax  cost  with  the  insurance 
company. 

The  result:  your  family  receives  88  cents  instead  of  59  cents. 


PLANA 


PLANB 


•Represents  cumulative  premium  paid  to  an  insurance  company 


taking  advantage  of  the  annual  gift  tax 
exclusion  and  combining  it  with  the 
establishment  of  a  "2503  (c)  trust." 
By  making  a  gift  of  as  little  as  $3,000  a 
year  for  10  years,  and  applying  these  to 
the  purchase  of  a  cash  value  life  insur- 
ance policy,  a  10-year-old  child  could 
be  a  millionaire  when  turning  65.  More 
importantly,  however,  you  can  provide 
for  other  lifetime  opportunities,  ensur- 
ing that  your  child  has  the  funds  for 
college  or  a  first  home. 

Using  a  life  insurance  policy  as  the 
savings  vehicle  in  trust  for  your  child 
generates  many  advantages.  Your  con- 
tributions qualify  for  the  annual  gift  tax 
exclusion  and  the  cash  value  of  the 
policy  can  increase  significantly,  well 
in  excess  of  the  premiums  paid.  Fur- 
thermore, accumulation  is  taxdeferred. 
and  with  certain  types  of  policies,  as- 
sets can  be  withdrawn  for  the  benefit  of 
the  minor  income  tax-free. 

While   the  trust   property   is  re- 


quired to  be  distributed  when  the  child 
reaches  21,  assets  can  be  tapped  if 
needed  and  the  insurance  policy  re- 
mains in  effect.  This  creates  a  substan- 
tial legacy  for  your  children  to  pass  on 
to  their  children  if  they  choose. 

While  estate  planning  may  not  be 
the  most  pleasant  topic,  it  does  provide 
the  opportunity  to  maximize  what  you 
pass  along  to  your  heirs.  Combined 
with  potentially  escalating  taxes,  edu- 
cation expenses  and  long-term  health 
care  costs,  estate  planning  is  one  of  the 
best  defenses  to  be  sure  your  family  is 
protected  and  that  you  leave  a  lasting 
legacy. 


Dennis  J.  Hess  is 
Senior  Vice  President  of 
Merrill  Lynch  Consumer 
Markets  and  Director  of 
Diversified  Financial 
Services. 


4  WAYS  TO  SAVE  ON  TAXES 
BEFORE  YEAR-END  1989 

Opportunities  still  exist  to  reduce  your 
1989  tax  liability.  Here  are  four  ideas 
to  consider.  Before  acting  on  any  of 
these  tactics,  consult  your  tax  adviser. 
A  Merrill  Lynch  Financial  Consultant 
can  help  you  in  the  execution  of  any 
tax-related  transactions. 

1  Effective  year-end  tax  planning 
requires  a  good  estimate  of  your 
tax  liability  including  any  Alterna- 
tive Minimum  Tax  liability.  And, 
after  projecting  your  liability,  be 
sure  to  adjust  your  withholding  or 
estimated  payments,  if  necessary,  to 
avoid  penalties. 

2  Lock  in  capital  gains  this  year  but 
defer  taxes  until  next  year.  If  you 
have  substantial  gains  in  a  stock  and 
you  want  to  lock  them  in  to  avoid  a 
possible  decline  in  price,  but  you  also 
want  to  defer  taxes  until  next  year,  one 
way  is  to  consider  going  short  against 
the  box.  The  gain  is  not  taxed  until 
you  cover  your  short  position  by  deliv- 
ering the  stock  you  own  next  year. 

3  Realize  capital  losses-consider 
municipal  bond  swaps.  Since  the 
full  amount  of  net  capital  gains  can  be 
taxable  at  a  rate  as  high  as  33%,  con- 
sider realizing  paper  losses  to  offset 
capital  gains.  Now  might  be  an  appro- 
priate time  to  take  losses,  for  example, 
in  a  bond  portfolio  by  switching  from 
an  out-of-state  municipal  bond  to  an 
in-state  municipal  bond. 

4  Ensure  the  deductibility  of  your 
investment  interest  expense.  The 
deduction  for  investment  interest  ex- 
pense is  limited  to  the  amount  of  your 
investment  income,  including  net  capi- 
tal gains  for  the  year,  plus  20%  of  up  to 
$10,000  of  the  excess  interest  or 
$2,000  during  1989.  If  you  have  paid 
investment  interest  that  you  can't  de- 
duct because  of  this  limit,  consider 
selling  securities  at  a  gain  to  make  your 
investment  interest  fully  deductible. 

For  more  information  on  tax-saving 
tactics  call  1-800-637-7455,  Ext. 
8553  for  a  free  copy  of  "48  Tax- 
Saving  Ideas  for  Investors."  And  if 
you  own  your  own  business  or  run  a 
business  ask  for  the  latest  tax-related 
issue  of  Business  Financial  Quarterly. 


DESIGNED  BY  DEMARTINO  DESIGN  INC 


r 


~i 


1-800-637-7455,  ext.  6572 


Mail  to:  Merrill  Lynch,  Pierce,  Fenner  and  Smith  Inc. 
Response  Center,  P.O.  Box  30200 
New  Brunswick,  NJ  08989-0200 

□  Please  send  me  a  free  copy  of  the  Merrill  Lynch  brochure: 
48  Tax-Saving  Ideas  for  Investors  along  with  the  special 
worksheet. 

□  I  am  a  small  business  owner.  Please  send  me  the  Merrill  Lynch 
brochure:  29  Year-End  Tax  Strategies  for  Business,  free. 
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Plan  now  or  pay  later. 
Learn  how  you  may 
reduce  your  taxes  with 
our  free  tax-saving  ideas. 

Like  most  investors  today, 
you  need  help. 

Help  finding  ways  to  mini- 
mize your  taxes  in  a  world  where 
such  opportunities  grow  scarcer 
every  day. 

No  one  knows  better  where 
to  look  than  Merrill  l.vnch.  We 
understand  your  tax  needs.  And 
we  can  offer  tax  strategies  for 
today  that  can  help  limit  your 
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Merrill  Lynch  clients,  please 
Financial  Consultant: 
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and  office  address  of  your 
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tax  burden  tomorrow. 

Start  by  requesting  your 
free  copy  of  our  new  brochure, 
48  Tax-Saving  Ideas  for  Investors. 
We've  also  added  a  special 
worksheet  to  help  you  project 
your  tax  liability  for  1989.  Use 
it  as  a  guide  to  help  you  take 
advantage  of  our  tax-saving 
tips.  These  strategies  include 
ways  to  lock  in  capital  gains 
this  year  while  deferring  taxes 
until  next  year.  You'll  learn  how 
capital  losses  from  municipal 
bond  swaps  can  offset  your 
capital  gains.  As  well  as  how  a 
home  equity  credit  line  can 


M<tnll  Lyiidi.  Pier 


i  SIPC 


recapture  deductions  you  are 
losing  on  consumer  credit. 

Send  for  this  free  brochure 
today.  And  talk  to  an  even  more 
valuable  source  of  information- 
your  Merrill  Lynch  Financial 
Consultant. 

For  your  free  copy  of  48  Tax- 
Saving  Ideas  for  Investors  with 
the  special  worksheet,  call  toll- 
free,  Monday  through  Friday, 
8:30  AM  to  9:00  PM  ET.  Or  clip 
here.  And  get  the  cut  you 
deserve. 


Merrill  Lynch 

A  tradition  of  trust. 
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Milton  Jack  Petrie 


Petrie  Stores,  nyc  and  Southamp- 
ton, N.Y.  87.  Twice  divorced,  wid- 
owed, remarried;  1  son,  2  daugh- 
ters. Father,  Russian  immigrant 
pawnbroker,  went  broke.  Milton 
opened  Cleveland  hosiery  store 
with  $5,000  in  1929.  Bankrupt 
1937;  repaid  creditors  in  full.  Ex- 
panded through  acquisition.  Today 
owns  1,600  stores  women's  moder- 
ately priced  clothing:  Marianne's, 
Stuart's,  Petrie  et  al.  "We're  the 
best,  and  we  want  to  keep  up  and 
continue  to  be  the  best."  Difficult 
employer:  Grandson  Matthew 
Miller  resigned  1988  after  2  years. 
Petrie  says  now:  "The  company's 
successor  is  right  in  our  own  busi- 
ness." Philanthropy  over  $125  mil- 
lion. Reputation  for  spontaneous 
and  anonymous  charitable  contri- 
butions: established  trusts  for  fam- 
ily of  slain  policeman,  slashed 
model,  etc.  "I  try  to  pay  the  good 
Lord  back  for  what  he's  done  for 
me."  Daily  bridge  player,  Sunday 
sports  watcher.  His  60%  Petrie 
Stores,  other  investments  worth  at 
least  $975  million. 

Laurance  Spelman  Rockefeller 

Inheritance,  investments,  nyc  and 
Tarrytown,  N.Y.  79.  Married;  3 
daughters,  1  son.  Grandson  of  John 
D.  Rockefeller.  Early  venture  capi- 
tal with  principal  from  huge  1934 
trust:  Eastern  Air  Lines,  McDon- 
nell Douglas,  $100  million  gain  Ap- 
ple Computer.  Developed  exclusive 
resorts:  swanky,  remote  vacation 
spots  (some  resorts  and  manage- 
ment arm  sold  1986  to  csx;  little 
activity     since).     Supported     nyc 


Westway  project  with  brother  Da- 
vid (which  see).  Gave  $36  million  to 
Memorial  Sloan-Kettering,  $10 
million  to  Princeton;  donated  thou- 
sands of  acres  of  land  to  national 
parks,  preserves.  His  and  his  imme- 
diate family's  portion  Rockefeller 
fortune  believed  near  $950  million. 

Joan  Beverly  Kroc 

Inheritance.  Rancho  Santa  Fe, 
Calif.  61.  Divorced,  widowed; 
daughter  by  first  marriage.  Third 
wife  of  Raymond  Kroc  (d.  1984), 
high  school  dropout  who  peddled 
milkshake  machines,  paper  cups. 
Went  to  McDonald  brothers'  San 
Bernardino,  Calif,  outlet  1954  to 
see  why  it  needed  8  milkshake  ma- 
chines. Found  fast-food,  consistent- 
quality,  low-price  store  doing  land- 
office  business.  Joined  brothers  to 
franchise;  bought  out  1961,  built 
international  hamburger  empire, 
all  parts  trained  identically  in 
"hamburgerology."  Joan  first  mar- 
ried age  17.  Worked  as  professional 
musician  (organ),  music  teacher  in 
St.  Paul,  Minn.;  music  director 
kstp-tv  (Minneapolis).  Met  Ray, 
then  54,  in  Minnesota  restaurant 
1956;  Joan  was  28;  walked  down 
aisle  13  years  later.  Noticeable  con- 
trast to  husband's  conservative 
views:  Donates  millions  to  home- 
less, sick  children,  education, 
Democratic  National  Committee; 
also  aids  research.  "She  is  taking 
positions  Ray  Kroc  would  never 
support."  Her  McDonald's  Corp. 
stock,  San  Diego  Padres,  other  as- 
sets worth  about  $950  million. 

Curtis  Leroy  Carlson 

Entrepreneur.  Long  Lake,  Minn.  75. 
Married,  2  daughters.  Father  Swed- 
ish immigrant  grocer;  Curt  worked 
various  jobs:  carried  three  paper 
routes,  farmed  two  out  to  brothers; 
realized  small  profit  from  each. 
University  of  Minnesota  1937;  sold 
soap  for  Procter  &.  Gamble, 
$85/month.  With  $50  loan,  started 
Gold  Bond  Trading  Stamp  Co. 
1938:  "The  minute  I  got  out  on  my 
own  I  knew  I'd  found  my  element." 
Built  one-man  conglomerate  with 
1988  revenues  $5.3  billion:  tgi  Fri- 
day's restaurants,  Radisson  hotels 
(50,000  rooms,  many  franchised), 
Ask  Mr.  Foster  travel  agencies  (na- 
tion's largest),  etc.  High  pressure: 
"To  succeed  you  must  eat,  sleep 


and  dream  your  goals  and  quotas." 
Goal  for  1992:  $9  billion  revenues. 
"My  biggest  thing  right  now  is 
holding  this  company  together 
upon  my  death."  Estimated  worth 
$925  million. 

Gerrish  Hill  Milliken 
Minot  King  Milliken 

Textiles,  investments.  Brother, 
cousin  of  Roger  Milliken  (which 
see);  heirs  of  Seth  Milliken,  founder 
of  dry  goods  jobber  Deering,  Milli- 
ken &  Co.  1865  with  William  Deer- 
ing (later  left  to  found  International 
Harvester).  Gerrish:  Greenwich, 
Conn.  72.  Married;  4  sons,  2  daugh- 
ters. Started  in  cotton  mill  in 
Union,  S.C.  after  Army;  retired 
1986  but  maintains  nyc  office.  Di- 
rector of  Milliken  &  Co.  and  Mer- 
cantile Stores  Co.,  both  controlled 
by  family.  Minot:  nyc.  73.  Married; 
4  sons,  1  daughter,  vp  and  director 
of  Milliken  &  Co.;  also  on  board 
Mercantile  Stores  Co.  With  Roger 
in  control,  shares  Milliken  empire 
estimated  $900  million  for  Gerrish, 
$450  million  for  Minot. 


William  Randolph  Hearst  Jr. 
Randolph  Apperson  Hearst 
George  Randolph  Hearst  Jr. 
Phoebe  Hearst  Cooke 
Millicent  V.  Baoudjakdji 
David  Whitmire  Hearst  Jr. 

Inheritance.  Children  and  grand- 
children of  William  Randolph 
Hearst,  whose  father,  George 
Hearst  (mining,  land  tycoon,  U.S. 
Senator),  "won"  failing  San  Francis- 
co Examiner  as  gambling  debt  1880. 
Only  child,  Harvard-expelled  "Bil- 
lie  Buster"  assumed  control  1887; 
became  country's  most  controver- 
sial media  mogul;  outsensationa- 
lized  former  employer  Pulitzer  (see 
families)  during  great  nyc  newspa- 
per wars;  built  famous  newspaper 
empire.  Died  1951;  had  put  compa- 
ny into  foundation  dominated  by 
executives.  Family  trust  bought 
back  out  1974  from  stodgy  old 
guard.  Now  13  dailies,  14  other 
publications  (Cosmopolitain,  Es- 
quire, Harper's  Bazaar,  etc  J,  6  TV,  7 
radio  stations,  book  publishing, 
real  estate,  timber,  etc.  Los  Angeles 
Herald  Examiner,  nation's  onetime 
largest  afternoon  daily,  for  sale 
since  July:  now  losing  about  $1.5 
million  monthly.  Still  number  42 
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in  country  in  circulation.  Sold  all 
cable  tv  properties  (60,000  subs.) 
1989,  $141  million;  acquired  net- 
work tv  movie/miniseries  produc- 
er. "The  more  diverse  we  are,  the 
better  off  we  are  going  to  be.  We  are 
not  through  growing."  Family  di- 
vided into  5  branches:  1)  Surviving 
son  William  Jr.:  nyc.  81.  Twice  di- 
vorced, remarried;  2  children.  Edi- 
tor-in-chief Hearst  Newspapers 
since  1955;  Pulitzer- winning  col- 
umnist 1956.  Heads  family  trust. 
Son  wrh  III,  Examiner's  publisher, 
won  its  first  Pulitzer  1987:  "Will  is 
doing  one  hell  of  a  job."  2)  Surviv- 
ing son  Randolph:  nyc.  73.  Twice 
divorced,  remarried;  5  daughters 
(including  Patty)  by  first  wife. 
Hearst  Corp.  chairman.  3)  Children 
of  George  Randolph  Sr.  (d.  1972): 
George  Jr:  Los  Angeles.  62.  Wid- 
owed, divorced;  4  children.  Ran  Los 
Angeles  Herald  Examiner  \9b1-ll ', 
supervises  real  estate.  His  twin  sis- 
ter Phoebe:  San  Francisco.  62.  Di- 
vorced, remarried;  1  daughter. 
Played  major  role  with  current  hus- 
band in  buyback  of  company  from 
Hearst  Foundation  by  family  trust. 
4)  Children  of  David  Whitmire  Sr. 
(d.  1986):  son  David  Jr.:  Los  Ange- 
les. 44.  Single.  His  sister  Milliccnt: 
Los  Angeles.  49.  Married,  3  chil- 
dren. 5)  Four  children  of  eldest  son 
John  Hearst  (d.  1958).  John  Jr.,  55, 
only  one  active  in  company.  Each 
branch  has  one-fifth  interest  Hearst 
Corp.  now  estimated  worth  at  least 
$4.38  billion. 

Helen  Kinney  Copley 

Publishing.  La  Jolla,  Calif.  66.  Di- 
vorced, widowed;  son  by  first  mar- 
riage. Worked  12  years  as  secretary 
to  James  Copley,  adopted  son  of  San 
Diego  I  'nion  Tribune  publisher  Col- 
onel Ira  Copley  (d.  1947).  Romance 
kindled:  "I'll  never  know  what  he 
saw  in  me;  I  was  so  pathetically 
shy."  Married  1965;  gracious  host- 
ess until  James'  death  1973,  then 
made  herself  publisher.  Helen  sold 
unprofitable  papers,  slashed  pay- 
roll, beefed  up  editorial;  expanded. 
Copley  Newspapers  now  publishes 
13  dailies,  37  weeklies,  1  biweek- 
ly, cable.  Son  David,  37,  president, 
probable  successor.  James'  2  chil- 
dren from  first  marriage  receive 
distributions    from    trust.    Copley 

•s,    cable,    worth    upwards    of 

i5  million. 


William  Clay  Ford 
Josephine  Clay  Ford 


Brother  and  sister.  Surviving  grand- 
children of  Henry  Ford  (d.  1947;  see 
Ford  family).  William:  64.  Gross 
Pointe  Shores,  Mich.  Married  to 
heiress  Martha  Firestone,  4  chil- 
dren. Yale  undergrad  while  brother 
Henry  took  over  Ford  Motor;  Wil- 
liam, unassuming  and  affable,  has 
not  had  operating  responsibilities 
since  mid-1950s;  gave  up  vice 
chairmanship  this  year.  Supporter 
of  current  management.  Son  Wil- 
liam Jr.  manages  heavy  truck  engi- 
neering and  manufacturing,  sits  on 
board;  aspires  to  more.  William  Sr. 
bought  Detroit  (football)  Lions  for 
$6  million  1961;  good  investment 
(estimated  value  $90  million),  but 


poor  game  record.  Net  worth,  in- 
cluding real  estate,  Ford  stock,  at 
least  $860  million.  Josephine  (Do- 
tie):  66.  Gross  Pointe  Farms,  Mich. 
Married  to  unrelated  Walter  Buhl 
Ford,  4  children.  Fun-loving;  valu- 
able art  collection.  Son  Alfie  joined 
Hare  Krishna  cult,  bankrolled  ex- 
travagant mansion  for  temple.  Her 
stock,  other  assets  worth  at  least 
$515  million. 

Charles  Francis  Dolan 

Cable  tv.  Oyster  Bay,  N.Y.  63.  Mar- 
ried, 6  children.  Raised  in  Cleve- 
land, earned  $2/week  writing  Boy 
Scout  column  for  local  paper.  To 
nyc  1952,  made  industrial  films. 
Saw  cable  tv  potential,  began  wir- 
ing nyc  hotels  I960;  won  Manhat- 

Newport  Historical  Sodeq 


Tlhe  rich  at  play,  Seuport.  R.I.,  about  1890.  At  left  is  William  K.  Vanderbilt  holding 
on  to  Ham  Lehr.  Peeking  underneath  his  father's  leg  is  young  Harold  Vanderbilt, 
who  would  intent  contract  bridge  in  the  1920s  and  brilliantly  defend  the  America's 
Cup  in  the  1930s.  Seuport.  actually,  could  be  pretty  dull.  Mrs.  Stuyvesant  Fish  always 
served  champagne  at  dinner  there,  explaining.   "You  have  to  liven  these  people  up. 
Wine  just  makes  them  sleepy. " 
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tan  franchise  1965.  Created  Home 
Box  Office;  sold  to  Time  Inc.  1973. 
Critics  say  sold  too  soon;  but  they 
didn't  build  Cablevision  Systems, 
now  over  1.4  million  subscribers. 
Deal  with  nbc:  network  got  half  of 
Cablevision's  programming  arm 
(SportsChannel,  Bravo,  American 
Movie  Classics,  etc.)  and  ad  sales 
business;  Cablevision  got  $140  mil- 
lion, cnbc  stake,  some  1992  Olym- 
pics rights.  His  66%  Cablevision, 
etc.  worth  $860  million. 

Paul  Mellon 

Inheritance.  Upperville,  Va.  82. 
Widowed,  remarried;  2  children  by 
first  wife.  Grandfather  Thomas 
started  Mellon  Bank  forerunners, 
venture  capitalist  in  Gulf  Oil,  Al- 
coa, Koppers,  etc.  Father,  Andrew: 
U.S.  Treasury  Secretary,  founder 
National  Gallery;  d.  1937.  Paul 
floated  into,  out  of  family  business- 
es. Breeds  Thoroughbreds  on  4,000- 
acre  estate,  collects  art  on  grand 
scale.  Big  donations:  $31  million 
for  building,  about  $100  million  art 
to  National  Gallery;  also  $18  mil- 
lion building,  about  $100  million 
art  to  Yale,  etc.  Auctioning  42 
works  in  November  estimated  at 
$100-million-plus.  Net  worth  be- 
lieved at  least  $850  million. 

Doris  Duke 

Inheritance.  Somerville,  N.J.;  New- 
port, R.I.;  Honolulu;  et  al.  76. 
Twice  divorced,  1  child  (adopted). 
Father  James  Buchanan  (Buck) 
Duke  formed  American  Tobacco 
Co.  from  small  tobacco  crop  over- 
looked by  Yankees  at  ruined  North 
Carolina  farm  in  Civil  War;  also 
Duke  Power  Co.  Died  1925,  leaving 
Doris,  then  12,  known  as  "the  rich- 
est girl  in  the  world."  Dogged  by 
reporters  through  unsuccessful 
marriages.  Adopted  35-year-old 
Chandi  Heffner  last  year.  Bailed  out 
friend  Imelda  Marcos  with  $5  mil- 
lion bond  in  fraud,  embezzlement 
charges.  Doris  major  force  in  New- 
port restoration.  Fortune,  believed 
prudently  invested,  should  be 
worth  well  over  $850  million. 

Winthrop  Paul  Rockefeller 

Inheritance.  Winrock  Farm,  Ark. 
41.  Divorced,  remarried;  3  children 
by  first  wife.  Great-grandson  of 
John  D.  Rockefeller,  only  child  of 


Winthrop  (d.  1973),  who  leveled 
mountaintop  for  Winrock  Farm; 
twice  gop  governor.  Win  Paul  born 
of  brief  union  with  Barbara  (Bobo) 
Sears;  European  schooling,  flunked 
Oxford.  Runs  Winrock,  increasing- 
ly active  Arkansas  business,  espe- 
cially banking;  owns  small  ven- 
tures (e.g.,  Florida  yacht  co.);  active 
participant  in  Little  Rock  social 
scene.  Blue-marlin  angler;  hunts, 
skis;  cruises  with  local  sheriffs  on 
duty,  set  up  Law  Enforcement  As- 
sistance Foundation.  His  share  of 
family  fortune  estimated  to  exceed 
$850  million.  (See  also  other  Rocke- 
fellers, family J 

Carl  Henry  Lindner  II 

Insurance,  banking.  Cincinnati.  70. 
Married,  3  sons  in  business.  Left 
high  school  to  deliver  milk  for  De- 
pression-hit family  dairy;  opened 
ice  cream  store  1940,  built  to  220- 
store  United  Dairy  Farmers  chain. 
Formed  American  Financial  Corp. 
with  three  small  savings  and  loan 
associations  1959;  casualty  insur- 
ance 1971;  took  private  for  $340 
million  1981.  Operating  profit  $155 
million  1988  despite  losses:  $95 
million,  workers'  compensation; 
$57  million,  broadcasting;  $111 
million,  "other."  Takes  big  posi- 
tions, sets  course  of  selected  firms: 
Perm  Central,  Taft  Broadcasting, 
United  Brands,  etc.  Family  controls 
bank  holding  co.,  Provident  Ban- 
corp, Inc.  Strict  Baptist.  Worth  ex- 
ceeds $830  million. 

Harry  Weinberg 

Real  estate,  securities.  Honolulu, 
Baltimore.  81.  Recently  widowed,  1 
son.  Arrived  U.S.  from  Austria  age 
4;  6th-grade  dropout.  Bought,  reno- 
vated, sold  run-down  houses  with 
brother  1930s.  Bought  into  public 
bus  companies  (nyc,  Dallas)  1950s- 
60s.  Land,  climate  lured  him  to  Ha- 
waii. "Honolulu  Harry"  became 
one  of  largest  individual  landown- 
ers on  island.  Combative,  litigious, 
took  control  Dillingham,  Amfac, 
others  1960s.  Failed  Alexander  & 
Baldwin  proxy  fight  1985;  sold  off 
for  estimated  $200  million  1989 
(kept  1,000  shares).  Also  stock 
Maui  Land  &.  Pineapple.  Begun  to 
transfer  land  holdings  to  founda- 
tions. Bone  cancer  said  to  be  in  re- 
mission. Estimated  net  worth  $800 
million. 


Caroline  Rose  Hunt 


Inheritance,  oil.  Dallas.  66.  Twice 
divorced,  5  children.  Second  daugh- 
ter of  H.L.  Hunt  (see  Margaret  Hill). 
Separated  holdings  from  siblings' 
1983,  after  brothers'  silver  debacle. 
Sold  some  oil  properties  1985; 
moved  into  real  estate,  stocks,  ven- 
ture capital.  Built  $250  million  ho- 
tel/office/retail complex  The  Cres- 
cent (talk  of  spinning  off  50%); 
built  another  exclusive  luxury  ho- 
tel Dallas;  recently  sold  Hawaiian 
Hotel  (4,500  acres).  Sold  Hotel  Bel 
Air,  la,  for  $100  million.  Lives 
modestly;  careful  with  dollar.  Man- 
agers, including  4  sons  and  daugh- 
ter, run  her  Rosewood  Corp.  Oil 
production  down,  but  she  could 
still  stand  her  brothers  a  loan;  net 
worth  at  least  $800  million. 


Marvin  Maynurd  Schwan 

Ice  cream,  pizza.  Sioux  Falls,  S.D. 
60.  Divorced,  remarried;  4  children. 
German  Paul  Schwan  immigrated 
to  Minnesota  1921;  built  Schwan's 
Dairy  plant  1948.  Son  Marvin  pack- 
aged popsicles  at  14;  took  over  of- 
fice age  23  ("Dad  was  a  plant 
man"),  launched  rural  ice  cream 
home-delivery  service.  Schwan's 
Sales  Enterprises'  sales  estimated 
near  $1  billion.  A  "traveling  7-Elev- 
en";  2,300-rig  fleet,  49  states:  dairy 
products,  frozen  pizza,  food  service, 
juices,  etc.  Bought  small  Kansas 
pizza  plant  1970;  total  institution- 
al, supermarket  (Tony's,  Red  Baron) 
sales  now  estimated  $575  million. 
Jeno  Paulucci  (which  see):  "I've  nev- 
er met  a  tougher  competitor  in  my 
life."  Fortune  may  well  exceed 
$800  million. 


Michel  Fribourg 


Grain  trader,  nyc.  76.  Widowed,  re- 
married; 5  children.  Belgian  family 
began  trading  grain  1813.  Started 
Continental  Grain  U.S.  1921;  Mi- 
chel relocated  to  U.S.  after  France 
fell  1940.  Army  intelligence  WWII. 
From  1944  added  flour  milling; 
poultry  and  pork  production,  pro- 
cessing; financial  services  et  al. 
Controls  20%  world  grain  trade 
revenues  over  $14  billion  (second 
to  Cargill,  which  see).  Venturing  fur- 
ther: contract  to  market  Soviet  sat- 
ellite cameras'  output.  Surrounds 
self  with  talent:  "many  egos,  but 
only  one  opinion."  Still  chairman,- 
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Photograph  of  Group  IV fax. 


G-2-S9    03: 49?M  FROM  MARVIN  &  ASSOC.   GRP  IV 


The  world,  in  this  case,  is  a  graphic  example  of  the      and  videoconferencing  become  affordable  and  reliable, 
latest,  most  sophisticated  standard  of  fax  technology  Data  can  be  transmitted  nearly  flawlessly,  even  in 

available,  called  Group  IV  fax.  weather  that  brings  down  other  systems.  And  of  course, 

To  achieve  its  I  l-i/^y  /~\  /^\  r^v  /^\k~\  -m  ~i/~\  ^on^  distance  calls  never 
unprecedented  clarity,  \_y  _J_  |  \_y\_y  (^  \  ^"S  v>U  ■  I  •  sound  long  distance, 
a  Group  IV  fax  must  be        f^  4    •  Call  1-800-877-2000 


tax.  weather  that  brings  down  otru 

Once  again, 

transmitted  at  speeds  1 1       I        I     II     II    II       ,^S        for  a  US  Sprint  Account 


beyond  the  normal     -■  -■  -»     Manager  who  can 

range  of  every  long      |     |  •J  WJ     If    I  \\  \    If    ■§_ II  tell  you  further  why 

distance  network  but  C_v  no  otner  network 

one:  The  100%  fiber  optic,  100%    -I-  \f\  f\   ~\  ~\  ~T{~W^  I  f^\        can  ^etter  PrePare  vour 
digital  network  of  US  Sprint?       W  -Lv^       f  f  V^J-  _LVyl-#    company  for  a  world  that's 

The  US  Sprint  fiber  optic  network  is  inherently         changing  daily, 
efficient  and  high  speed.  It  allows  its  users  Whether  you  require  the  world  from  your  long 

unequaled  flexibility  for  transmitting  data  in  any  form,        distance  network.  Or  just  a  clearer  fax. 
anywhere  in  the  U.S.  It's  a  new  worldT 

So  advanced  technologies  such  as  Group  IV  fax  =^^="  US  Sprint e 


©  1989  US  Sprint  Communications  Company  Limited  Partnership.    ®  US  Sprint  is  a  registered  trademark  of  US  Sprmt  Communications  Company  Limited  Partnership 
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son  Paul  group  president,  Donald 
Staheli  ceo  early  1988.  With  90% 
Continental,  etc.,  net  worth  should 
be  over  $800  million. 

Marc  Rich 

Pincus  Green 

Trading  partners.  Zug,  Switzer- 
land. Both  55,  married.  Rich:  3 
daughters.  Green:  2  sons,  2  daugh- 
ters. Rich:  Belgium-born;  family 
fled  Nazis  to  U.S.  1941.  Quit  nyu 
for  Phillip  Brothers  mailroom. 
With  Brooklyn-born  "Pinky,"  be- 
came star  trader;  helped  build  Phi- 
bro  (now  part  of  Salomon  Inc.)  into 
world's  largest  commodities  outfit. 
Pioneered  spot  oil  market  1968. 
Bonus  payment  reneged  on;  quit  in 
huff  1973.  Launched  Marc  Rich  & 
Co.,  pirated  Phibro  executives, 
business.  Zug-based  company  now 
perhaps  second  only  to  Cargill 
overall  (behind  Fribourg,  above,  in 
grain);  world's  biggest  trader  met- 
als and  minerals,  largest  indepen- 
dent producer  aluminum.  Rich: 
"business  machine,"  intense,  soft- 
spoken,  ever-present  cigar,  strate- 
gic planner.  "One  of  the  most 
difficult  people  one  can  meet  in  a 
life."  Green:  playful,  administra- 
tor, commodities  shipper.  Pair 
traded  Iranian  crude  during  1970s 
hostage  crisis,  evaded  $48  million 
tax;  renounced  U.S  citizenship 
Company  paid  $150  million  resti- 
tution, $21  million  fines,  to  do  U.S. 
business,  but  U.S.  still  offering  up 
to  $500,000  for  information  lead- 
ing to  capture.  Rich  took  Spanish 
citizenship,  Pinky  Bolivian;  State 
Dept.:  They're  American.  Rich's 
grain  operation  in  U.S.  Export  En- 
hancement Program,  received  $65 
million  U.S.  grain  subsidies. 
U.S.D.A.  reviewing  case.  "Marc 
Rich  is  laughing  at  the  world.  He 
has  graduated  to  this  type  of  enter- 
tainment and  is  having  a  lot  of 
fun."  Jointly  worth  at  least  $1.55 
billion. 

Albert  Lee  I  el t si  hi 

FlightSafety  International,  Inc.  Dal- 
las. 72.  Widowed,  4  children.  At  16 
followed  dream  to  solo  open-cock- 
pit biplane.  Pan  Am  pilot  WWII; 
founded  flight  instruction  firm 
1951     while    working    off-hours, 

i  nance  first 

!      Allowed     sate, 

illy  for 


emergencies  (simulated  crash 
thought  better  learning  experience 
than  real  one).  Today  trains  over 
30,000  airline,  military  pilots, 
2,500  technicians  annually;  115 
simulators,  38  learning  centers 
worldwide.  Ueltschi's  favorite  proj- 
ect: flying  eye-surgery  hospital, 
Project  Orbis.  Ueltschi  owns  29% 
FlightSafety,  family  has  another 
7%;  total  worth  $770  million. 

Philip  Hampson  Knight 

Nike,  Inc.  Beaverton,  Ore.  52.  Mar- 
ried, 2  sons.  Track  man  at  Universi- 
ty of  Oregon.  M.B.A.  Stanford  1962; 
paper  on  potential  of  Far  East  ath- 
letic shoe  production  for  U.S.  mar- 
ket. Price  Waterhouse  cpa;  moon- 
lighted importing  Japanese  track 
shoes  with  former  college  coach. 
Distributor  cut  them  out  1971;  es- 
tablished Nike.  Olympians  tested 
innovative  waffle  design  1972. 
Went  public  1980.  Lost  competi- 
tive edge  to  Reebok  1986-88;  now 
pulling  ahead  with  sales  of  $1.7  bil- 
lion, profits  of  $167  million.  Diver- 
sifying into  apparel,  accessories,  ca- 
sual shoes;  bought  dress  shoe  mak- 
er 1988.  Still  avid  runner,  tennis 
player.  Stock  doubled  since  last 
year.  Knight's  share  lately  worth 
$760  million. 


Norton  Win/red  Simon 

Industrialist,  art  collector,  la  area. 
82.  Divorced,  remarried;  2  sons  (1 
deceased).  Raised  Portland,  Ore.  As 
youth  bought  bags,  towels,  etc. 
from  manufacturers,  resold  to  local 
merchants.  Berkeley  dropout  after 
6  weeks;  bought,  turned  around 
bankrupt  orange  juice  plant  1931. 
Gained  control  Hunt  Foods  1943. 
Built  conglomerate  Norton  Simon, 
Inc.  (Hunt-Wesson,  Simon  & 
Schuster,  etc.).  Quit  1969:  "Busi- 
ness or  art  or  politics  is  just  a 
means  of  living,  and  living  is  the 
real  end."  Devoted  wealth  to  art 
collection  (over  1,000  major  works: 
Rembrandt's  "Titus,"  a  Raphael 
Madonna,  etc.)  Plan  to  donate  to 
ucla  dropped.  Collection  alone 
valued  at  $750  million  or  more. 

Neil  Gary  Bluhm 
Judd  David  Mai  kin 

Partners.  Real  estate.  Chicago.  Both 
Winnetka,  Ill.;  51;  married;  3  chil- 
dren each.  Grew  up  together  on 


Chicago's  North  Side;  delivered 
root  beer  together,  roommates  at  U. 
of  Illinois.  Both  cpas;  Toyota  dis- 
tributor Malkin  talked  successful 
lawyer  Bluhm  into  real  estate  syn- 
dication business  1968.  Judd:  "I  had 
to  twist  his  arm  to  leave."  jmb  Re- 
alty Corp.  now  controls  over  $21 
billion  in  real  estate  assets;  many 
projects  for  own  account:  built  Chi- 
cago's 900  North  Michigan,  bought 
Federated  Realty  Associates.  Neil: 
"We  do  lots  of  things  besides  syndi- 
cation." Bought  Disney's  Arvida 
Corp.  for  $400  million  1987;  swal- 
lowed $2  billion  Canadian  giant 
Cadillac  Fairview  1987,  Amfac  (one 
of  the  largest  Hawaiian  landhold- 
ers) 1988.  Lost  $17.5  million  bid  for 
Chicago  (football)  Bears  stake  1988. 
Major  European  foray:  bought  Lon- 
don's Randsworth  Trust  for  $416 
million  1989.  Pair's  66%  stake  jmb, 
other  assets  estimated  over  $1.5 
billion.  "A  lot  of  developers  are 
high  profile.  They  can  have  the  glo- 
ry; we'll  take  the  cash  flow." 


John  D.  Hollingsworth  • 

Textile  machinery.  Greenville,  S.C. 
71.  Divorced,  1  daughter.  Father  re- 
paired mill  machines,  sharpened 
yarnmaking  wire.  From  1942  son 
built  John  D.  Hollingsworth  on 
Wheels  (promised  service  truck 
within  48  hours  of  mill  call). 
Sparked  tenfold  yarn  productivity 
increase  with  better  wire,  carding 
machines;  established,  ruthlessly 
enforced  virtual  monopoly  on 
wire — now  down  to  estimated  70% 
share.  Invested  profits  in  land;  over 
$250  million  near  Greenville,  in- 
cluding 6  miles  road  frontage  on 
interstates.  Added  related  machin- 
ery from  mid-1970s,  now  one  of 
four  biggest  worldwide.  Severe  fam- 
ily, Irs  problems  1960s;  extremely 
secretive,  suspicious  of  outsiders 
since.  Net  worth  at  least  $750  mil- 
lion. (See  story,  p.  34.) 


Jack  Rudin 
Lewis  Rudin 


Brothers.  Real  estate,  nyc.  Jack:  65. 
Widowed,  3  children.  Lew:  62. 
Twice  divorced,  2  children.  Rudin 
Management  founded  1924  by  fa- 
ther Samuel,  his  brothers,  to  man- 
age Bronx,  Manhattan  apartments. 
Both  joined  firm  1946;  added  mid- 
town  office  space.  Now  4,000  apart- 
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ments,  8  million  square  feet  prime 
Manhattan  office  space,  majority 
built  1950s-60s.  Led  tax  prepay- 
ment drive  to  keep  New  York  City 
afloat  late  1970s:  "We  had  to  do 
something.  We  couldn't  very  well 
pick  up  our  buildings  and  move 
them  across  the  George  Washing- 
ton Bridge."  Lew  founded,  chairs 
Association  for  a  Better  New  York; 
Jack  heads  nyc  Marathon  commit- 
tee. Avoid  selling  buildings  (own 
1st  building,  bought  1902).  Brothers 
control  fortune  worth  at  least  $1.5 
billion. 

Orville  Wayne  Rollins 

Rollins,  Inc.  Atlanta.  77.  Married;  2 
sons,  both  in  business.  Farm  boy, 
worked  72-hour  week  for  $10  in 
textile  mill  during  Depression. 
Made  tnt  during  WWII.  Then  auto 
dealerships  with  brother  John;  be- 
came interested  in  radio  while  bed- 
ridden, started  first  station  1948: 
"They  said  radio  stations  were  go- 
ing out  of  business."  Bought  Orkin 
Exterminating  1964,  with  novel  fi- 
nancing: lbo.  His  opinion  of  lbos 
today:  "Deals  are  based  on  how 
much  you  can  borrow,  not  on  how 
fast  you  can  pay  it  back."  Expanded 
media,  added  oil  and  gas  service, 
security  systems,-  sold  Rollins 
Communications  1986  for  top-of- 
market  $600  million;  his  share, 
$290  million.  Companies,  ranch- 
land  worth  $740  million.  Still  ceo: 
"I  work  so  I  can  farm." 

James  Martin  Moran  * 

Toyota.  Hillsboro  Beach,  Fla.  71. 
Widowed,  remarried;  3  children,  all 
in  business.  After  death  of  father 
pumped  gas  for  25  cents  an  hour 
Depression-era  Chicago,  age  14. 
With  $360  bought  Sinclair  station 
1939;  18-hour  days,  365-day  years. 
Sold  used  cars;  next,  Hudson  deal- 
ership. Big  break  1948:  "Courtesy 
Man"  discovered  tv  advertising, 
became  Chicago  tv  star.  Switched 
to  Ford  1955,  became  largest  again; 
Time  cover  1961.  Cancer  diagnosis, 
moved  to  Florida  1966:  "I  really 
came  down  here  to  die."  Remis- 
sion. Got  new  distributorship  1968 
(see  story,  p.  54).  Southeast  Toyota 
now  believed  world's  largest  inde- 
pendent: sells  151,000/year;  ser- 
vices. His  $2.4  billion  (revenues) 
empire  worth  at  least  $700  million. 


I  PI  bc-nmann 


, 


WWenr\'  Ford  I  at  the  Sew  York 
MM  World's  Fair,  1939.  Ford  is  flanked 
by  former  Governor  Al  Smith  and  Mayor 
La  Guardia.  In  the  passenger  seat:  Grover 
Whalen,  inventor  of  the  ticker-tape  pa- 
rade. Driving  is  Ford's  browbeaten  son, 
Edsel.  The  older  he  got,  the  more  eccen- 
tric Henry Ford became.  Edsel  was  power- 
less to  stop  his  father  from  bringing  the 
Ford  Motor  Co.  to  the  edge  of  ruin. 


James  R.  Cargill 
Margaret  Cargill 


Inheritance.  Brother  and  sister. 
Cargill,  Inc.  Grandchildren  of  Wil- 
liam W.  Cargill  (d.  1909),  founder  of 
commodity  merchandising  and 
processing  giant  (see  Cargill/ 
MacMillan  family;  also  individual 
MacM Maris,  Keinath,  Pictet).  James: 
Minneapolis.  66.  Married,  3  chil- 
dren. With  company  since  1947, 
now  senior  vp,  director.  Personal 
investments  include  Dinnaken 
Properties,  a  small  real  estate  ven- 
ture. Expert  trout  fisherman.  Mar- 
garet: La  Jolla,  Calif.  69.  Extremely 
private,  little  known.  Together, 
thought  to  own  their  family 
branch's  25%  Cargill  stock,  worth 
at  least  $1.4  billion. 


Robert  H.  Dedman 


Country  clubs.  63.  Dallas.  Married; 
1  son,  1  daughter.  Born  poor  in  Ri- 
son,  Ark.,  affirms  report  he  earned 
three  degrees  (engineering,  eco- 
nomics, law)  in  four  years,  while 
also  selling  insurance,  real  estate, 
and  serving  as  commissioned  Navy 
officer.  Believes  in  time  manage- 
ment.   Attorney    for    H.L.    Hunt, 
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"Bum"  Bright  (see  dropouts). 
Opened  Brookhaven  Country  Club, 
Dallas,  as  sideline  1957.  Added 
more  clubs,  built  homes  around 
golf  courses,  started  city  clubs 
1965.  Now  Club  Corp.  Internation- 
al of  America  over  250  clubs,  re- 
sorts worldwide,  400,000  members. 
Trying  banking,  golf  courses.  Gave 
$25  million  to  smu  1981.  With  90% 
Club  Corp.,  net  worth  over  $700 
million.  "We've  had  a  good  year." 

Carl  Ray  Pohlad 

Banking,  investments.  Minneapo- 
lis. 74.  Married,  3  sons.  Collected 
delinquent  bank  loans  as  boy;  left 
college  to  sell  used  cars  full  time 
"because  I  was  making  too  much 
money."  Decorated  WWII  vet,  took 
over  Minneapolis  bank  holding  co. 
after  brother-in-law  partner  died 
1955;  assembled  string  of  banks 
across  northern  Midwest;  now  over 
$4  billion  assets  in  well-run  banks, 
earning  regulators'  kudos.  Turned 
ailing  mass  transit  co.  into  healthy 
Pepsi  bottler,  sold  for  $160  million 
profit  1985:  "We're  in  a  penny  busi- 
ness, so  we  watch  the  pennies." 
Gave  up  anonymity  by  buying  Min- 
nesota (baseball)  Twins  1984.  Ac- 
tive political  switch-hitting  fund- 
raiser worth  $700  million. 

Wallace  Henry  Coulter 

Blood.  Miami  Springs,  Fla.  77.  Sin- 
gle. Born  Arkansas,  dropped  out 
Georgia  Tech  1932.  With  cello- 
phane, rubber  bands,  sewing  needle 
developed  "Coulter  Principle" 
1949  in  Chicago  basement:  elec- 
tronic method  of  counting  micro- 
scopic particles.  Produced  Coulter 
Counter,  blood  cell  counting  ma- 
chine, 1953.  Coulter  Electronics 
now  holds  350  U.S.  patents;  in- 
tensely private,  estimated  sales 
$500  million,  "leadership  position 
worldwide"  automated  blood  cell 
counters  (85%  of  U.S.  hospitals), 
health  care  instruments.  Wally 
hands-on  chairman,  received  John 
Scott  Award  1960  (past  winners: 
Marie  Curie,  Jonas  Salk);  brother 
Joe  president.  High-margin  compa- 
ny worth  at  least  $700  million. 

Samuel  Curtis  Johnson 

S.C.  Johnson  &  Son.  Racine,  Wis. 
61.  Married,  4  children.  Great- 
grandson  of  parquet  flooring  sales- 
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agement  must  guide  the  forces  of  change..."  I 

—  John  W.  Teets,  Chairman    I 


For  a  copy  of  Greyhounds 
i  i  report,  wrrte  to 
Relations, 


The  Greyhound  Corporation  has  been  recast  From 
the  crucible  of  change  has  emerged  a  new  Greyhound, 
tempered  for  strength  and  reshaped  for  the  future. 

The  job  of  management  always  has  been  to  see  the 
company  not  as  it  Is,  but  as  it  can  grow  to  be  The  new 
Greyhound  is  the  result  of  this  vision,  built  through  a  five- 
year  restructuring  program 

Hard  choices  were  faced;  tough  decisions  were 

i  Subsidiaries  with  annual  sales  of  $3  billion, 


including  the  company's  nationwide  bus  line,  were 
divested.  At  the  same  time,  new  businesses  with  ex- 
cellent growth  and  profit  potential  were  established 
or  acquired 

For  example,  Purex  household  and  laundry  prod- 
ucts were  added  to  the  personal  care  and  packaged 
foods  brands  of  Greyhound's  Dial  Corporation  Premie' 
Cruise  Lines,  the  official  cruise  line  of  Walt  Disney 
World,  was  launched  Dobbs  food  service  for  air 


travelers  was  acquired,  complementing  Greyhound's 
existing  airport  and  food  service  businesses.  General 
Motors'  RTS  transit  bus  manufacturing  and  parts  opera- 
tion was  purchased  to  expand  Greyhound's  top-ranked 
intercity  coach-building  business. 

Today,  Greyhound's  four  business  segments  — 
consumer  products,  services,  transportation  manufac- 
turing and  financial  —  produce  revenues  at  a  $3  billion 
annual  rate. 


With  the  restructuring  of  Greyhound's  core  busi- 
nesses completed,  management  is  concentrating  on 
further  improvement  of  operating  returns.  Change  is 
inevitable,  and  management  must  guide  the  forces 
of  change  to  create  value  for  shareholders. 

At  Greyhound,  we  believe  in  renewing  the  com- 
pany day  by  day. 

The  Greyhound  Corporation 
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man  who  founded  wax  company 
1886;  Glo-Coat  floor  wax  beat  De- 
pression. 1988  sales  over  $2  billion. 
Sam  joined  1954,  chairman  1967. 
Added  nonwax  items  (Raid,  Glade); 
personal  care  (Edge,  Agree);  sold 
share  in  Check-Up  toothpaste  joint 
venture  1989.  Took  Johnson  World- 
wide Associates  public  late  1987  to 
create  liquidity  for  heirs:  sales  $247 
million  in  recreational  accessories, 
canoes,  etc.  At  59  got  jet  pilot  li- 
cense. All  children  with  firm;  Curt, 
34,  runs  $126  million  Wind  Point 
Partners  venture  capital  fund. 
Sam's  60%  S.C.  Johnson,  banks  in 
Racine  and  Switzerland,  etc.  worth 
over  $690  million. 

Paul  Gardner  Allen 

Microsoft.  Mercer  Island,  Wash.  36. 
Single.  With  Seattle  prep  school 
friend  William  Gates  I  which  sec),  co- 
founded  Microsoft  computer  soft- 
ware firm  1975.  Mushroomed  into 
software  giant;  one  of  today's  larg- 
est. "We  used  to  imagine  how  the 
people  on  The  Forbes  Four  Hundred 
got  there."  With  good  imagination, 
excelled  as  president  r&d  to  1983. 
Left  that  year;  beat  Hodgkin's  dis- 
ease; founded  Asymetrix  Corp.  (de- 
signs software  for  advanced  32-bit 
machines).  "I  felt  like  having  my 
own."  Basketball  fanatic:  backyard 
court,  always  has  ball  in  car;  bought 
Portland  Trailblazers  for  estimated 
$70  million  1988.  Also  sails  on  25- 
ft.  cruiser,  plays  guitar.  Stock,  other 
assets  worth  $690  million. 

James  Howard  Marshall  II  -k 

Oil.  Houston.  84.  Married,  di- 
vorced; 1  son.  Born  Germantown, 
Pa.  1905.  Magna  Cum  Laude  Yale 
1931;  assistant  dean,  Yale  Law 
School  at  28.  Involved  with  Texas 
oil;  wrote  law  against  "hot  oil"  (oil 
produced  above  levels  set  by  Texas 
Railroad  Commission).  Military 
Advisory  Board  to  Joint  Chiefs  of 
Staff,  1944-50;  high-level  oil  jobs 
(Ashland,  Standard).  Invested  in  oil 
industry  giant  Koch  Industries  with 
Fred  Koch  (see  Kochs)  after  they  had 
invested  in  Great  Northern  Oil  Co. 
Marshall  swapped  stock  for  Koch 
Industries  interest,  now  owns 
about  16%.  Strongly  denies  wealth, 
h  Industries  .it  $16- 
billi  worth 

tillion. 


Henry  Earl  Singleton 


Teledyne,  Inc.  la.  72.  Married,  5 
children.  Son  of  Texas  rancher,  set 
sights  early  on  big  business.  Annap- 
olis and  mit,  then  Hughes  Aircraft 
and  Litton  Industries.  At  Litton 
met  George  Kozmetsky,  with 
whom  started  Teledyne  with 
$450,000  investment  1960s;  fi- 
nanced by  Arthur  Rock.  Now  over 
100  companies  in  aviation,  elec- 
tronics, more.  Major  spinoffs:  Argo- 
naut Group  (insurance),  American 
Ecology.  Architect  of  large-scale  di- 
vestiture and  stock  buybacks.  Un- 
expectedly announced  retirement 
from  day-to-day  management  1989; 
retains  chairmanship.  Known  Tele- 
dyne and  other  stock  holdings 
worth  at  least  $670  million. 

Roy  Edward  Disney 

Walt  Disney  Co.  Los  Angeles.  59. 
Married,  4  children.  Father  Roy  O. 
and  Uncle  Walt  cofounded  Disney 
Productions  1923  (see  Disney  family). 
Began  career  1953:  asst.  film  editor 
Dragnet  tv  series.  Cameraman,  film 
editor  Disney  studios  23  years. 
Management  dispute  led  to  split 
1977,  seven  years  as  independent 
producer/investor.  Back  as  vice 
chairman  1984.  Also  chairman 
Shamrock  Holdings,  Inc.  (family 
media  enterprise  created   1978):  3 


I    m 


*am  Million  promised  his  employ- 
firs  he  (I  do  a  hula  dance  on  Mall 
Street  if  the  company  had  an  8%  pre- 
tax profit  in  1983-  it  came  in  at  8.04% 
and  Mr.  Sam  was  true  to  his  tivrd. 


television,  14  radio  stations, 
10,000-acre  Oregon  ranch,  Califor- 
nia real  estate,  etc.  His  2.9%  of 
Disney,  plus  Shamrock,  etc.  worth 
some  $660  million.  Wife:  "When 
he  wears  a  suit  to  the  office,  his 
secretary  asks  him  who  died." 

Morton  K.  Blaustein 
Ruth  Blaustein  Rosenberg 
Louis  Thalheimer 

Inheritance.  Baltimore.  Heirs  of 
Lithuanian  immigrant  Louis  Blau- 
stein (1869-1937),  who  invented 
forerunner  of  modern  tank  car;  only 
son  Jacob  (d.  1970)  developed  me- 
tered gas  pump,  drive-in  stations, 
antiknock  gasoline.  Also  founded 
American  Oil  1910,  merged  into 
Standard  Oil  of  Indiana  for  5.25 
million  shares  (now  some  16.7  mil- 
lion); also  part-time  diplomat:  con- 
vinced U.N.  conferees  to  accept  hu- 
man rights  provision  1945.  Jacob's 
son  Morton:  62.  Twice  divorced, 
remarried;  2  daughters.  Geologist, 
chairman  family's  American  Trad- 
ing &  Production  Corp.  (oil  &.  gas, 
real  estate,  tankers,  manufacturing, 
investment).  Active  American  Jew- 
ish Committee,  appears  infrequent- 
ly at  public  affairs.  His  stake,  over 
half  Atapco,  worth  at  least  $660 
million.  Jacob's  sister  Ruth:  90. 
Widowed,  3  children.  Her  interest 
worth  estimated  $330  million. 
Only  son,  Henry  Jr.  (ceo  family- 
controlled  Crown  Central  Petro- 
leum), votes  most  shares.  Consid- 
ered astute  businessman,  active 
civic  affairs;  trustee  Johns  Hopkins. 
Louis  (grandson  of  Jacob's  deceased 
second  sister):  45.  Married,  3  chil- 
dren. Sports  aficionado.  President 
of  Atapco.  Controls  interest  worth 
at  least  $330  million. 


John  T.  Dorrance,  ///* 

Bennett  Dorrance  * 

Mary  Alice  Dorrance  Malone  * 

Inheritance;  Campbell  Soup.  Broth- 
ers, sister.  Grandchildren  of  John  T. 
Sr.,  brilliant  chemist  who  turned 
down  professorship  for  $7.50-a- 
week  job  at  uncle's  Campbell  Pre- 
serve Co.  1899.  Wanted  to  try  nutty 
idea:  selling  condensed  soup  in 
cans.  Became  president  Campbell 
Soup  1914.  Proved  master  sales- 
man: "We  were  the  original  adver- 
tiser in  many  ways."  Left  $128  mil- 
lion estate  to  wife,  5  children  1930. 
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What  if  selling  a 
business  brings 
you  $50  million? 


Selling  a  business  is  a  big 
step.  It  can  provide  rich 
rewards.  It  can  also  raise 
serious  questions. 

Who  can  help  you  deter- 
mine what  your  business  is 
really  worth?  Can  you  trust 
your  advisors  to  tell  you  if 
not  selling  is  the  right  deci- 
sion? If  you  do  sell,  how 


should  you  allocate  your 
assets?  Is  this  the  time  to 
rethink  your  family's  finan- 
cial plan?  What  will  you  do 
next,  and  who  will  you  need 
to  help  you? 

The  point  is  clear:  Selling 
a  business  is  not  a  simple 
matter.  And  vour  advisors 
should  care  enough  and  be 
skillful  enough  to  help  you 
sort  through  all  the  com- 
plexities to  gain  the  maxi- 
mum benefits. 

The  private  bankers  at 
Morgan  understand  all  this, 
because  we've  been  helping 


individuals  and  families 
build  -  and  sell  -  successful 
privately  owned  enterprises 
for  more  than  a  century. 
And  a  good  way  to  prepare 
for  either  is  to  establish  a 
private  banking  relationship 
at  Morgan.  You'll  have  the 
best  advice  and  technical 
skills  available  to  vou  - 
before,  during,  and  after 
any  transaction. 

As  a  private  banking 
client,  you  and  vour  busi- 
ness also  will  have  access 
to  all  of  the  resources  of 
Morgan's  global  organization 


-  the  same  analysts,  traders, 
financial  strategists,  invest- 
ment professionals,  tech- 
nology, and  underlying  cap- 
ital strength  that  serve  the 
world's  largest  corporations. 

For  more  information, 
call  Anthony  D.  Pennetti. 
\  ice  President.  Morgan 
Guaranty  Trust  Company. 
M4  S.  Flower  Street. 
Los  Angeles.  CA  90017 
(213)  4S9-9347. 


Private  Banking  at  Morgan 


c  IMtNJ.P  Morgan  ft  Co..  Incorporated,  parent  "i 
Mwpjn  Cuarani)  Iruei '  ooipanj  iMrmt.fr  FDH  i 
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rHE  ROYAL  OAK  C  E( )  COLLECTION.        I 

Pod  ay,  onl)    Vudemars  Piguet  offers  a  select  grouping  of  watches 
uniquel)  styled  for  those  who  shoulder  the  immense  responsibilitiel 
ol  The  Chief  Executive  Officer. 

Case-in-point:  The  Royal  Oak. 

\>  no  other  watch,  it  symbolizes  the  exclusivity  oi  Audemars 
Piguet;  an  exclusivity  that  dates  back  to  L875.  Historic  in  concept.! 
the  Royal  Oak  i-  recognized  the  world  over  through  its  distinctive 


fHE  CHIEF. 


M 


bezel,  locked  in  by  eight  hexagonal  bolts. 

Remember,  too,  that  our  deliberate 
exelusiveness  is  best  reflected  in  the 
limited  number  of  watches  we  choose  to 
create;  from  classic  straps  to  our  most  complicated  timepieces. 

You'll  find  them  all  in  The  CEO  Collection.  Because  like  you, 
Audemars  Piguet  sits  at  the  top. 


Memais  Piguet 


round  only  al  the  most  exclusive  jewelers. 
1989  For  your  copy  of  The  CEO  Collection,  write  or  call  Audemars  Piguet,  18  East  48th  Street,  NYC  10017  (212)  223.0099 
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Son,  John  T.  Jr.  (d.  1989),  controlled 
over  50% .  Joined  co.  as  hourly  fac- 
tory hand  1946;  chairman  1962. 
Oversaw  expansion:  Swanson,  Pep- 
peridge  Farm.  John  T.  Ill:  Devil's 
Tower,  Wyo.  45.  Married,  2  chil- 
dren. Campbell  director,-  owns, 
runs  Ipy  Cattle  Ranch.  Bennett: 
Paradise  Valley,  Ariz.  43.  Married, 
2  children.  Campbell  director, 
chairman,  managing  director  dmb 
Associates  (investments,  real  es- 
tate) in  Phoenix.  Mary  Alice  (Mrs. 
Stuart  Malone):  Coatesville,  Pa. 
39.  Married;  2  children,  2  stepchil- 
dren. Runs  horse  breeding  opera- 
tion at  Iron  Spring  Farm.  Three 
share  at  least  $2  billion  Campbell 
stock,  plus  other  assets. 

Donald  Joyce  Hall 
Barbara  Hall  Marshall 
Elizabeth  Ann  Reid 

Brother  and  sisters.  Hallmark 
Cards,  Kansas  City,  Mo.  Children 
of  Joyce  Hall  (d.  1982),  midwestern 
preacher's  son,  sold  illustrated 
postcards  to  dealers  1910;  greeting 
cards  for  holidays  1912.  Invented 
new  industry:  making  prepackaged 


sentiment  for  special  occasions  a 
necessity.  Built  brand  loyalty  with 
national  advertising  starting  1920s; 
avoided  WWII  rationing  convincing 
government  greeting  cards  impor- 
tant for  country's  morale.  Now  cre- 
ative staff  of  700;  sales  top  $2  bil- 
lion. Diversified  with  Spanish-lan- 
guage network,  tv  stations; 
Crayola  crayons;  Crown  Center 
real  estate  development  in  Kansas 
City.  Reputation  for  charity  and  civ- 
ic concern.  Donald:  Mission  Hills, 
Kans.,  61.  Married,  3  children. 
Chrmn.,gaveupcEO  1986.  His  third 
of  Hallmark  worth  $650  million. 
Barbara:  Kansas  City.  66.  Widowed, 
2  children.  Often  judges  card  design; 
$325  million.  Elizabeth:  Denton, 
Tex.,  67.  Divorced,  5  children.  Re- 
clusive. Also  $325  million. 

Oveta  Culp  Hobby 

Media.  Houston.  84.  Widowed,  2 
children.  Texas  House  parliamen- 
tarian at  20;  ran  for  legislature  at 
25;  lost.  Though  27  years  younger, 
wed  former  governor,  Houston  Post 
publisher  William  Hobby  (d.  1964); 
added  radio,  television.  Liberal  Re- 


publican, fashion  plate  and  first 
hew  secretary  under  Eisenhower 
(second  woman  to  hold  cabinet-lev- 
el post);  has  2'/2-inch  Who's  Who  bio. 
Son  William  Jr.  is  Texas  Lt.  Gover- 
nor; daughter  Jessica  Catto  pub- 
lished Washington  Journalism  Re- 
view, h&c  Communications  sold 
Post  1983,  bought  Cowles  Broad- 
casting 1985;  now  6  tv  stations,  1 
radio.  Fortune,  much  in  heirs' 
names,  mostly  controlled  by  Oveta, 
around  $650  million. 

Jerry  J.  Moore 

Shopping  centers.  Houston.  61. 
Married,  3  children.  Son  of  poor 
Polish  immigrants;  high  school 
dropout.  Started  in  plumbing  busi- 
ness; sold  vacuum  cleaners;  built 
homes.  Began  buying  strip  malls 
1966;  kept  buying.  Now  has  over  20 
million  sq.  ft.  mall  space,  75%  in 
Houston.  Family  works  in  busi- 
ness. Home  is  transplanted  40- 
room  18th-century  French  chateau. 
Recently  broadened  out  into  resort 
business  with  Columbia  Lakes  Re- 
sort; also  has  one  of  the  57  existing 
Rolls-Royce     dealerships — to     go 
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with  collection  of  600-plus  vintage 
cars.  Rough-hewn,  down-to-earth 
persona,  "I  despise  falseness."  Says 
net  worth  is  much  upward  of  $650 
million. 

William  Ingraham  Koch 
Frederick  Robinson  Koch 

Brothers.  Oil  services.  Two  of  4 
sons  of  Fred  Koch  (d.  1967),  co- 
founder  (with  fames  Howard  Mar- 
shall II,  which  see)  Koch  Industries 
(now  $16  billion  private  oil  giant). 
Ugly  3-year  battle  for  company 
control  with  brothers  Charles,  Da- 
vid (see  both)  split  family  early 
1980s.  Bill  claimed  bad  manage- 
ment, poverty:  "I'm  one  of  the 
wealthiest  men  in  America,  and  I 
had  to  borrow  money  to  buy  a 
house."  Fred,  nyc  arts  patron, 
joined  Bill's  quest  for  company; 
$1.5  billion  buyout  settled  feud 
1983.  Bill  (David's  twin):  Palm 
Beach.  49.  Married,  1  child.  Found- 
ed Oxbow  Corp.  (diversified  energy 
trader)  with  half  buyout  money;  op- 
erates Nevada  geothermal  electric 
plant;  markets,  trades  coal,  etc. 
Keeps  other  half  of  buyout  money 


for  rainy  day;  worth  close  to  $650 
million.  Fred:  Monaco,  nyc.  55. 
Single.  Went  to  Harvard,  then 
chose  Yale  Drama  over  mit.  Now 
reclusive  art  collector,  restorer. 
Worth  at  least  $500  million. 

Bob  John  Magness 

Cable  tv.  Englewood,  Co.  65.  Wid- 
owed, remarried;  2  sons.  Oklaho- 
ma-born, worked  as  roughneck, 
cottonseed  buyer.  Pioneered  in 
bringing  television  to  small  rural 
towns  via  cable.  With  late  wife 
Betsy  mortgaged  house,  sold  cattle 
to  invest  in  first  cable  system, 
Texas  Panhandle  1956.  Installed 
cable  in  small  towns,  depreciated; 
began  buying  systems  in  larger 
towns  1980s.  "Old  pole  climber" 
formed  Tele-Communications  Inc. 
1968;  now  nation's  biggest  cable 
television  firm  (6.2  million  sub- 
scribers), large  investments  in  oth- 
er operators  (has  interests  in  11.1 
million  subscribers).  Collects 
western  art.  His  Tele-Communica- 
tions stock,  other  investments 
worth  $645  million. 


Jane  Bancroft  Cook 


Inheritance.  Cohasset,  Mass.  and 
Sarasota,  Fla.  77.  Thrice  widowed, 
divorced  once;  3  daughters.  Only 
living  grandchild  of  Clarence  Bar- 
ron, creator  Dow  Jones  empire 
(bought  Wall  Street  Journal,  Dow 
Jones  ticker  from  Charles  Dow 
1902);  died  1928.  Once  avid  sailor 
and  rider;  played  summer  stock  op- 
posite Humphrey  Bogart.  Director 
Dow  Jones  Co.  1950-85,  "a  zealous 
guardian  of  the  journalistic  inde- 
pendence of  the  Journal."  Life 
marked  by  tragedy;  very  shy.  Ac- 
tive in  philanthropy.  Shares  Dow 
Jones  stock  with  nieces  and  neph- 
ews (see  William  Cox  Jr.  and  Jane  Cox 
MacElree).  Jane's  one-third  worth 
$635  million. 

Lawrence  J.  Ellison 

Oracle  Corp.  Atherton,  Calif.  45. 
Divorced,  2  children.  Theoretical 
physicist;  M.S.  from  U.  of  Chicago. 
Fast  track:  programmer  at  Amdahl, 
systems  designer  at  Ampex.  With 
Ampex  boss  Bob  Miner,  $2,000, 
created  Oracle  Corp.  1977.  Reading 
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CENTEL 

A  star  is  born.  And  Centel  helps  spread  the  word  even 

more  quickly  and  clearly  than  ever  thanks  to 

technical  advances  in  fiber  optics  and  digital  switching  - 

areas  in  which  our  telephone  operations  have 
demonstrated  innovative  leadership  for  years.  The  same 

is  true  of  our  cellular  system,  already  second  in 

number  of  markets  served  and  growing  fast.  All  of  which 

helps  us  bring  people  a  little  closer  together  each  day. 

WHERE  PEOPLE  CONNECT 

•  Telephone  •  Cellular  Communications  • 

•  Business  Systems  •  Power  Distribution  ■ 
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habit:  ibm  papers.  Result  was  head 
start  in  database  management  lan- 
guage, "Sequel";  products  hit  mar- 
ket ahead  of  ibm.  Business  boomed. 
"Exceptional  people"  recruited 
from  top  schools,  companies. 
"We've  grown  so  rapidly."  Now 
world's  third-largest  software  co.; 
fiscal  1989  revenues  $548  million. 
Workaholic,  fitness  fanatic,  but 
likes  dessert  enough  to  have  shares 
in  cake  company.  Also  high-tech 
stocks  and  28%  of  Oracle:  worth  at 
least  $635  million. 


Jeremy  Maurice  Jacobs 

Sports  concessions.  East  Aurora, 
N.Y.  49.  Married,  6  children.  Lou 
Jacobs  founded  concession  business 
with  brothers  1915;  serviced  the- 
aters, amusement  parks.  Found  for- 
mula: made  loans  to  troubled 
teams  in  return  for  exclusive  long- 
term  concession  rights.  Gold  mine. 
Jerry  ceo  on  father's  death  1968; 
continued  practice  with  Expos, 
Brewers.  Today,  contracts  shorter 
term,  less  lucrative;  competition 
intensifying.  Diversifying:  Dela- 
ware North  now  owns  12  race- 
tracks, Boston  Garden,  Bruins. 
Hopes  to  service  baseball  in  Japan: 
"We're  avaricious  as  hell."  So  far 
net  worth  at  least  $625  million. 

Melvin  Simon 
Herbert  Simon 

Shopping  Centers.  Indianapolis, 
nyc,  Beverly  Hills.  Mel:  62.  Herb: 
54.  Both  divorced,  remarried;  5 
children  each.  Brooklyn-born  sons 
of  Manhattan  tailor;  both  attended 
City  College  of  New  York.  Mel  sold 
encyclopedias  in  Indianapolis  to 
supplement  Army  pay;  later, 
$100/week  job  leasing  retail  space. 
Herb  loincd  him,  formed  Melvin  & 
Associates  to  build  shopping  cen- 
ters I960;  "Marx  Brothers"  of  malls 
now  nation's  largest  mall  develop- 
er: 60  million  sq.  ft.;  another  13 
million  managed.  Building  massive 
Newport  project  New  Jersey  with 
Sam  LcFrak  (which  sec).  Mel:  "The 
chance  to  build  a  city  is  not  often 
available  in  the  20th  century."  Also 
developing  Mall  of  America,  largest 
U.S.  retail,  hotel,  entertainment 
complex.  Mel  went  Hollywood 
1970s,  produced  Love  at  First  Bite, 
Porky's.  "No  more  scripts.  Please 
don't  send  me  any  more  scripts." 
Rescued  ailing  Indiana  (basketball) 


Mew-York  Historical  Society 


/n  1904 J. P.  Morgan's  nephew, 
George  D.  Morgan,  married  a 
Japanese  geisha,  whose  contract  he 
had  bought  for  more  than  $20,000. 
He  did  not  attempt  the  hopeless  task 
of  introducing  her  'o  Neu  York 
Society  In  fact  the  couple  returned 
to  the  ( nited  States  only  twice  and 
lived  in  Yokohama  and  Paris 


Pacers  1983:  "It  was  a  gift  to  the 
town."  Mel  owns  two-thirds,  Herb 
one-third  of  business  worth  at  least 
$900  million,  net 

Richard  Mellon  Scaife 

Inheritance,  publishing.  Shadyside, 
Pa.  (Pittsburgh  area).  57.  Separated, 
2  children.  Great-grandson  of  Judge 
Thomas  Mellon.  Through  Scaife 
Newspapers,  actively  runs  several 
smallish  papers  (after  selling  2  to 
Thomson  Group  1985),  which  pro- 
mulgate his  conservative  ideology. 
Dislikes  publicity,  refuses  to  use 
middle  name  (thought  father  Alan 
Scaife  treated  shabbily  by  Mellons). 
Still  most  prominent  Mellon  of  his 
generation.  Long  estranged  from 
sister  Cordelia  Scaife  May  (which 
sec).  Generous  contributor  to  right- 
wing  leaders,  think  tanks.  Vigor- 
ously denies  estimate,  but  worth 
believed  to  exceed  $600  million. 


Edward  Crosby  Johnson  HI 

Money  management.  Boston.  59. 
Married,  3  children.  Father,  Brah- 
min lawyer  Edward  II,  bought  ail- 
ing Fidelity  Fund  1946,  built  major 
mutual  fund  manager.  "The  mar- 
ket is  like  a  beautiful  woman,  al- 
ways fascinating,  always  mysti- 
fying." Son  "Ned"  ceo  1972.  Father 
was  stock  picker;  son,  master  mar- 
keter, clever  creator  new  funds.  Po- 
sitioned perfectly  for  bull  market 
1980s.  Now  $97  billion  in  170 
funds,  including  $12  billion  flag- 
ship, Fidelity  Magellan.  Hurt  1988: 
Profits  dropped  to  $24  million  from 
$80  million  1987.  Also  started  lim- 
ousine, head-hunting,  computer 
businesses.  His  47%  Fidelity,  etc., 
still  worth  over  $600  million. 


Robert  Staples  Howard 

Publishing.  Rancho  Santa  Fe,  Calif. 
65.  Married,  4  children.  U.  of  Min- 
nesota dropout.  After  WWII  inher- 
ited hometown  (Wheaton,  Minn.) 
newspaper:  "I  swept  the  floors, 
melted  lead,  sold  ads,  wrote  sto- 
ries .  .  .  you  name  it."  Founded 
Howard  Publications  1961;  gradu- 
ally built  into  19  dailies,  over 
450,000  subscribers.  Unassuming 
but  profitable  chain  (Hammond, 
Ind.  Times  is  flagship),  appreciating 
greatly  in  acquisitive  newspaper 
climate.  Sold  Buffalo  tv  station  to 
King  World  for  $100  million.  Also, 
late  entry  into  cable  with  Don 
Reynolds  (which  see),  made  over  $80 
million  on  $2,750/subscriber  sale 
1989.  Now  over  $600  million. 


Alexander  Gus  Spanos 

Real  estate.  Stockton,  Calif.  66. 
Married,  4  children.  Left  father's 
bakery  after  painful  rift;  peddled 
sandwiches  to  migrant  workers;  got 
into  real  estate.  Founded  A.G. 
Spanos  Construction,  Inc.  1960, 
built  over  60,000  apts.  Sunbelt. 
Two  sons,  one  son-in-law  in  busi- 
ness: "If  you  can't  trust  family,  who 
can  you  trust?"  All  fly  over  6,000 
miles  weekly  in  private  jets.  With 
golf  buddy  Bob  Hope  performs 
dance  routine  at  benefits.  Owns 
1,600  prize  Stockton  acres  rezoned 
for  development.  Also,  73%  San 
Diego  (football)  Chargers.  Daily  2- 
mile  walks,  60-hour  workweeks 
(for  52  weeks),  philanthropy.  Net 
worth  est.  some  $600  million.  "I've 
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THE  POWER  TO  EVOL  VE. 
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jtitive  price  and  low  operating  costs. 

ie  A109  C  is  the  most  recent  addition  to  the 

jccessful  A109  family.  Speed,  comfort  and 

Jiet  are  its  essential  qualities  together  with 

(liability  and  safety  guaranteed  by  its  avionic 

rstems  and  critical  systems  redundancy. 

win  engines,  with  8  seats  in  a  luxuriously 

quipped  cabin,  the  A109  C  sets  new  stand- 

rds  in  executive  helicopters 

i  the  world  of  airplane*  helicopters  and 

srospace  systems,  Gruppo  Agusta  provides 

|e  power  to  evolve. 
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studied  the  lives  of  the  20th  cen- 
tury's great  businessmen,  and  con- 
cluded self-confidence  was  instru- 
mental in  all  their  successes." 

Roy  Hampton  Park 

Media.  Ithaca,  N.Y.  79.  Married,  2 
children.  Born  on  prosperous  North 
Carolina  farm;  college  at  15.  ap 
stringer  $18  a  week,  ran  college  pa- 
per. First  public  relations,  then 
launched  Ithaca  ad  agency  1942, 
ran  ad  campaign  for  Thomas  Dew- 
ey. Cofounded  Duncan  Hines  1947, 
sold  to  p&g  for  stock  1956.  Key  to 
success:  "To  have  a  new  idea  or 
know  how  to  take  three  or  four  old 
ones  and  make  something  new  out 
of  them."  Bought  first  television 
station  1962.  Now  Park  Communi- 
cations: 7  tv,  19  radio,  131  publica- 
tions. Still  works  long  days,  week- 
ends. Ithaca  College  renamed  me- 
dia school:  Roy  H.  Park  School  of 
Communications.  Antique  car  and 
watch  collector.  Estimated  worth 
$600  million. 

John  Murdoch  Harbert  III 

Construction,  investments.  Bir- 
mingham, Ala.  68.  Married,  3  chil- 
dren. Won  $6,000  in  lucky  streak  at 
craps  on  ship  coming  home  from 
WWII;  dabbled  in  taxidermy,  then 
bought  concrete  mixer  and  tools. 
Went  broke  3  times  in  first  20 
years:  "Our  statements  weren't 
worth  the  paper  they  were  typed 
on."  Got  local  bridge  contract; 
highways,  pipelines,  buildings  fol- 
lowed; gradually  went  internation- 
al (large  presence  in  Egypt).  Today 
Harbert  Corp.  revenues  estimated 
$700  million.  Directorships  Enron, 
Birmingham  Steel,  AmSouth, 
acm'CO.  With  at  least  75%  of  Har- 
bert Corp.,  $470  million  in  Amoco 
stock,  other  investments,  net 
worth  at  least  $600  million. 

Joe  Lewis  Allhritton 

Broadcasting,  banking,  publishing. 
Houston  and  Washington,  D.C.  64. 
Married,  1  son.  Born  in  D'Lo 
("Damn  Low"),  Miss.,  son  of  Hous- 
ton cafe  owner.  Cofounded  Texas 

;  bought  and  sold  Houston  acre- 
age; millionaire  by  age  30.  Has  con- 
tinued  mode   of   quick    turnovers 

■  several  properties  including 

ton  Star,  still  has  profitable 

wtla-tv  in  D.C.  Alibi  lorn- 


munications  now  5  television  sta- 
tions, small  newspaper.  Acquired 
reputation  for  tough-minded  busi- 
ness practices,  abrasive  personality. 
Chairman  of  Washington  "blue 
blood"  Riggs  National  Bank.  "It'll 
be  the  principal  bank  in  the  capital 
of  the  Free  World."  Worth  estimat- 
ed $600  million. 


Joseph  Albert  Albertson 

Albertson's  Inc.  Boise,  Idaho.  83. 
Married,  1  daughter.  Dropped  out 
of  college  during  Depression,  began 
business  career  with  $26-a-week 
job  at  Safeway  Stores.  With  L.S. 
Skaggs  (which  see),  $5,000  of  his 
own  and  $7,500  loan,  financed  gro- 
cery store  in  Boise  1939.  Original 
store  noted  for  innovative  features 
including  in-house  bakery,  maga- 
zine rack  and  drugstore.  Now 
reigns  over  17-state  empire  of  505 
stores,  $6.2  billion  sales  last  year. 
Has  operated  without  Skaggs  since 


Hjrn  K.insiim  Humjnuifs  Kt-»t-.irvh  I  <  i  b  t  Texas 


WWenrietta  King.  HI.  the  widow  of 
MM  Captain  Richard  King,  in  19/4.  Her 
husband  built  the  largest  ranch  in  the 
country,  in  south  Texas.  It  was  bigger 
than  the  entire  state  of  Rhode  Island 
As  cattle  by  the  tens  of  thousands 
grazed  on  top.  oil.  by  the  millions  of 
barrels,  was  found  below. 


amicable  split  1977.  His  16%  Al- 
bertson's worth  $600  million. 
"Give  the  customers  what  they 
want." 

Robert  Lee  Moody 

American  National  Insurance.  Gal- 
veston, Tex.  54.  Divorced,  remar- 
ried; 4  children,  4  stepchildren. 
Cotton,  banking  business  launched 
by  great-grandfather  William  Lewis 
Moody,  came  from  Virginia  1860s. 
Grandfather  William  Jr.  founded 
ani  1903;  added  newspapers,  hotel 
chains,  ranchland,  to  virtual  insur- 
ance monopoly  (courtesy  Texas  leg- 
islature). Died  1954,  split  assets  be- 
tween family  trust,  foundation; 
family  infighting  ensued.  Robert 
purchased  foundation's  51% 
Moody  National  Bank  shares  1979; 
through  it  controls  family* trust's 
35%  ani,  etc.  Brother  Shearn  im- 
prisoned for  bankruptcy  fraud  1987; 
still  there.  Robert's  assets  worth  at 
least  $590  million. 

George  Phydias  Mitchell 

Oil,  real  estate.  Houston.  70.  Mar- 
ried, 10  children.  Galveston,  Tex. 
native  whose  Greek  father  man- 
aged shoeshine  parlor,  dry  cleaners. 
Sold  stationery  to  pay  for  petro- 
leum engineering,  geology  studies, 
Texas  a&m.  Resume  includes  em- 
ployment at  Amoco,  service  in 
WWII.  Took  pieces  of  action  for 
geology  fees.  Started  consulting 
with  Mitchell  Energy  &  Develop- 
ment predecessor  1946.  Company 
now  one  of  nation's  largest  inde- 
pendent oil  and  gas  producers. 
Also,  corporation  has  major  real  es- 
tate. With  wife,  spent  $40  million 
to  restore  historic  Strand  district  of 
Galveston.  "We  want  to  be  a  cata- 
lyst and  impetus  for  people  to  do  a 
better  job  of  restoration."  Stock, 
etc.  worth  $590  million. 

Barbara  Piasecka  Johnson 

Princeton,  N.J.  52.  Widowed,  no 
children.  Third  wife  John  Seward 
Johnson  (d.  1983;  heir  with  brother 
Robert  to  j&j  fortune).  Claims  art 
history  M.A.,  Wroclaw  U.;  fled  Po- 
land, arrived  U.S.  1968  with  $100. 
Upstairs  chambermaid  on  John- 
son's estate;  married  3  years  later. 
Built  $30  million,  126-acre  "Jasna 
Polana"  (after  Tolstoy's  estate) 
Princeton    late    1970s.    Vast    Old 
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Secrets  of  successful  money  managing. 

Number  4 

How  Old  Money 
gets  that  way. 

The  idle  rich  may  be  idle,  but  don't  assume  their  money  is. 

If  you  could  look  behind  the  scenes,  you'd  see  that  Old  Money  the  kind 
that's  passed  from  generation  to  generation,  is  usually  in  the  hands  of  expert 
money  managers.  These  professionals  are  paid  to  see  that  their  clients'  money 
is  invested  in  very  safe  securities  that  pay  a  high  return.  So,  while  the  Old  Money 
grows  older,  it  brings  in  new  money. 

That's  why  the  rich  can  be  idle  and  still  be  rich. 

Fortunately,  these  days,  you  don't  have  to  be  rich  to  enjoy  that  same  high 
level  of  professional  money  management.  You  can  invest  in  Kemper  Money 
Market  Fund,  where  your  money  will  be  managed  by  some  of  the  finest 
professionals  in  the  business. 

By  pooling  your  money  with  that  of  other  investors,  our  money  managers 
seek  the  highest  yields  available,  without  risking  principal,  on  the  short-term 
money  market— a  market  that  used  to  be  accessible  only  to  the  wealthy  and  to 
large  investors. 

And  by  investing  only  in  high  quality  securities,  they  seek  to  maintain  a 
constant  net  asset  value— which  they  have  done  since  the  fund  began.  In  fact, 
no  investor  in  Kemper  Money  Market  Fund  has  ever  lost  a  penny  of  principal. 

How  well  have  they  done?  Well,  for  one  thing,  the  major  reporting 
services  on  money  fund  performance  rate  Kemper's  Money  Market  Portfolio 
one  of  the  top-performing  investments  of  its  kind* 

One  more  thing.  In  Kemper  Money  Market  Fund,  your  money  is  easily 
available— by  phone,  mail  or  check. 

We  can't  promise  to  make  you  rich.  But  remember:  Old  Money  wasn't 
born  that  way.  It  started  out  new.  So  come  grow  with  Kemper. 

Our  money  fund  specialists  are  available  to  answer  all  your  questions 
during  normal  business  hours.  Call  toll-free  at  1-800-537-6001  for  a  free 
prospectus  containing  more  complete  information,  including  management  fees 
and  expenses.  Please  read  it  carefully  before  you  invest  or  send  money. 

For  a  prospectus,  call  toll-free 

1-800-537-6001 


Kemper  Financial  Services,  Inc.,  120  South  LaSalle  Street,  Chicago,  Illinois  60603 

*The  Money  Market  Portfolio  ranked  #1  for  General  Purpose  Money  Funds  for  the  five-year  period  ending  December  31, 1988,  according  to 

Donoghue's  Money  Fund  Report.  The  Money  Market  Portfolio  ranked  #1  among  Money  Market  Instrument  Funds  for  the  five-year  period 

ending  December  31, 1988,  according  to  Lipper  Analytical  Services,  Inc.  The  Fund's  yields  fluctuate  and  its  shares  are  not  insured. 


Masters  collection;  Greek,  Roman 
sculpture.  Soap-opera  court  battle 
with  Johnson's  children;  "Basia's" 
winnings  now  worth  over  $570 
million.  Proposed  investment  of 
$100  million  in  rusty  Gdansk  ship- 
yard with  Polish  government  to 
save  some  10,000  jobs.  "Money  is 
to  spend;  it  does  not  have  any  value 
otherwise." 

Peter  Stephen  Kalikow 

Real  estate,  nyc  46.  Married,  2 
children.  Grandfather  Joe  built 
apartments  Queens,  Brooklyn, 
Bronx  1920s-30s.  Father  Harold 
split  from  brothers  1968  to  form 
H.J.  Kalikow  &  Co.  Peter  took  over 
1973.  Owns  6,000  apartments,  of- 
fice space.  Gambled  on  building, 
costly  101  Park  Avenue  office  tow- 
er 1982  ($160  million);  now  worth 
$400  million.  Planning  hotel  down- 
town. With  $24  million  in  union 
concessions,  paid  $37.5  million  for 
New  York  Post  1988.  Analyst:  "The 
real  estate  is  worth  more  than  the 
paper."  Kalikow:  "The  more  people 
tell  me  not  to  do  something,  the 
more  I  want  to  do  it."  Worth  at 
least  $570  million. 

Leon  Hess 

Amerada  Hess  Corp.  nyc,  Deal, 
N.J.  75.  Married,  3  children.  Father, 
Lithuanian  immigrant,  kosher 
butcher,  started  small  N.J.  fuel  de- 
livery firm,  went  under  1933;  reor- 
ganized with  18-year-old  Leon  in 
charge.  Built  truck  fleet  designed  to 
keep  heated  (thus  pourable)  dirt- 
cheap  residual  fuel.  Fought  for  fed- 
eral oil  contracts,  entered  storage 
business  1938.  Pushed  into  explora- 
tion, refining  and  retailing.  Merged 
with  Amerada  Corp.  1969.  Leon 
still  calls  shots;  son  John  vi>,  headed 
for  top  slot.  But  Leon:  "As  long  as  I 
live,  have  my  health  and  can  justify 
my  existence,  I  expect  to  stay." 
With  ah  stock,  N.Y.  (football)  Jets, 
worth  at  least  $560  million. 


Thomas  John  Flat  ley 

Real  estate.  Milton,  Mass.  58.  Mar- 
ried,  5   children.   Emigrated  from 
Ireland  to  Baltimore  1950  with  $32 
in  pocket.  Hard  work,  frugality  led 
to    ownership    4-family-unit    apt. 
building  Boston  1959.  Ramped  up 
into  5,500  additional  units  Boston 
N.H  .,    R.I     Began    building 
'''  property,  got  caught  in 
Is  real  estate  biiM 
workouts  with 
less  than  $100,000/ 


but  doesn't  have  to:  Owns  4  million 
sq.  ft.  office,  2.5  million  sq.  ft. 
malls,  13  hotels  with  3,600  rooms, 
tv  stations.  Not  incorporated,  pos- 
sibly largest  sole  proprietorship  in 
U.S.  Has  few  partnerships,  modest 
leverage.  Pockets  now  have  more 
than  $32:  try  $560  million. 

Howard  Kaskel 

Real  estate,  nyc.  52.  Married,  6 
children.  Father  Alfred  (d.  1968) 
built  Doral  Hotel  &  Country  Club 
Miami  I960;  bought  4  rundown 
nyc  hotels  early  1960s.  Now  8-ho- 
tel,  3,000-room,  glitzy  Doral  chain. 
Also  Carol  Management  Corp.: 
runs  apartments  nyc's  Queens, 
Manhattan;  office  buildings,  etc. 
Nephew  Steven  Schragis  acquired 
book  publisher  Lyle  Stuart  to  start 
Carol  Publishing  1988;  also  startup 
Birch  Lane  Press.  Howard  paid  $60 
million  for  Westchester  hotel/con- 
ference center  1986.  Lost  1987 
takeover  bid,  sold  11%  Kansas  City 
Southern  1988  for  no  gain.  Col- 
league: "He  doesn't  have  the  per- 
sonality of  a  raider."  Hotels,  etc. 
worth  at  least  $560  million. 

William  Morse  Davidson 

Guardian  Industries  Corp.  Bloom- 
field  Hills,  Mich.  66.  Thrice  di- 
vorced; 2  children.  Practiced  law 
briefly;  saved  small,  failing  busi- 
nesses. Took  over  uncle's  interest 
in  Guardian,  then  failing  wind- 
shield firm.  Took  public  1968.  Now 
nation's  fourth-largest  glass  manu- 
facturer with  15%  flat  glass  mar- 
ket, 8%  automotive.  Took  private 
1985  in  $500  million  lbo.  No 
stranger  to  litigation:  sued  at  least  6 
times  since  1965;  lost  most  recent 
appeal  on  patent  infringement  law- 
suit; must  pay  competitor  $38  mil- 
lion in  interest,  royalty  and  techno- 
logical payments.  Owns  57%  De- 
troit (basketball)  Pistons;  80% 
state-of-the-art  stadium,  The  Pal- 
ace of  Auburn  Hills.  Net  worth  es- 
timated at  $550  million. 

William  Russell  Kelly 

Kelly  Services,  Inc.  Troy,  Mich.  83. 
Married,  1  son.  Father  international 
oil  pioneer,  7  children,  died  1928 
leaving  no  estate.  Kelly  dropped  out 
of  U.  of  Pittsburgh  to  support  fam- 
ily. Car  salesman;  Army  fiscal  ana- 
lyst WWII;  accountant.  Foresaw 
need  to  staff  new  office  business 
machines  with  trained  operators. 
Moved  to  Detroit,  founded  Russell 
Kelly    Office     Services     1946:     "I 
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thought  the  automobile  business 
would  require  a  mass  of  paper- 
work." Went  public  1962;  now  over 
900  offices  worldwide  with  sales  of 
$1.3  billion.  Trains  over  6,000  tem- 
porary office  employees  weekly. 
Son,  Terence  Adderley,  pres.,  ceo. 
Kelly's  stock  worth  $550  million. 

Ralph  Lauren 

Polo,  Inc.  nyc  and  vicinity.  50. 
Married,  3  children.  Ralph  Lifshitz, 
son  of  Russian  immigrant,  grew  up 
in  Bronx,  dreaming  of  sports  career; 
designed  red  satin  baseball  team 
jackets.  Quit  ccny;  as  fashion  de- 
signer, sparked  wide-tie  fad  late 
1960s.  Turned  preppie  1970s,  creat- 
ing clothes  from  mythical  Ameri- 
can past:  "I  am  writing  a  story." 
Subtle  print  campaign  built  name; 
numerous  props  in  stores  perpetu- 
ate image:  designed  for  We  Great 
Gatsby.  Led  U.S.  designers  into  re- 
tailing on  large  scale,  competing 
with  his  customers  but  full  control 
over  products.  Crazy?  His  90% 
Polo,  etc.,  worth  over  $550  million. 
Several  homes  include  Colorado 
ranch,  no  Bronx  walk-ups. 

Daniel  Keith  Ludwig 

Shipping,  real  estate,  nyc.  92.  Di- 
vorced, remarried;  1  daughter  by 
first  marriage,  2  stepchildren.  Son 
of  Michigan  real  estate  agent.  Quit 
school,  borrowed  $5,000  at  19  to 
convert  old  steamer.  In  1930s  char- 
tered tankers  to  oil  companies, 
used  leases  as  collateral  to  build  the 
tankers;  soon,  world's  third-largest 
tanker  fleet.  s&.ls,  real  estate, 
mines,  oil  and  gas.  Sank  over  $1 
billion  in  Brazilian  wood-pulp  em- 
pire; defeated  by  Amazon  jungle, 
Brazilian  govt.  Foreign  assets 
owned  by  his  Zurich  cancer  insti- 
tute. Once  told  employee:  "Work- 
ing on  a  deal  is  better  than  a  cli- 
max." Still  has  nyc,  N.J.  real  estate, 
shipping.  Reclusive;  now  painfully 
ill.  Believed  worth  $550  million. 


Craig  O.  McCaw 
Bruce  R.  McCaw 
John  Elroy  McCaw  Jr. 
Keith  W.  McCaw 

Caw  Cellular  Communicate 
'  ■    Father  John  E.  impetuous, 
rugged  radio,  tv  pioneer  in  Noi 

Beg  in  with  radio  station  ii 


Centralia,  Wash.  1937.  Later  added 
wins  New  York,  then  novel  rock  'n' 
roll  format  now  all  news,  kya  San 
Francisco;  also  tv  stations,  cable. 
Wanted  to  bring  Brooklyn  Dodgers 
to  Seattle.  Left  affairs  tangled,  load- 
ed with  debt  on  sudden  death  1969; 
family  forced  to  sell  all  but  one 
cable  system.  Craig:  40.  Married, 
no  children.  Upon  father's  death 
1969  ran  business  while  undergrad- 
uate at  Stanford;  now  family  leader, 
ceo.  While  rebuilding  company 
saw  potential  of  cellular  phones 
early  1980s;  took  on  Baby  Bells; 
now  nation's  largest  cellular  co. 
Lightened  massive  debt  with  sale  of 
22%  stake  to  British  Telecom  for 
$1.3  billion  1989.  Still  operating  in 
red,  but  well-positioned  for  long 
term.  Sold  cable  operations  to  lack 
Kent  Cooke  (which  see)  for  $750  mil- 
lion 1987.  Considered  industry  ge- 
nius. Brothers  all  directors:  John,  38 
(married,  3  children],  vp  heading  ac- 
quisitions. Neither  Bruce  (43,  sin- 
gle), partner  in  insurance  broker- 
age, nor  Keith  (36,  married,  no  chil- 
dren) has  day-to-day  role  with  firm. 
Bruce  works  for  children's  chari- 
ties. All  very  private:  "We  are  not 
public  figures,  and  we  don't  intend 
to  be."  Craig  owns  $550  million  of 
stock;  remaining  3  share  $1.47  bil- 
lion worth. 


William  S.  Paley 


W%  rigadier  General  Theodore 
M3 R(K)sevelt  talking  with  a  Sicilian 
peasant.  J  943-  The  former  president's 
o/desl  son  teas  to  die  the  following 
war  of  a  heart  attack,  after 
ormanay  infusion. 


cbs.  nyc;  Southampton,  N.Y.  88. 
Divorced,  widowed;  4  children,  2 
stepchildren.  Father,  Russian  im- 
migrant, became  wealthy  Philadel- 
phia cigar  king.  After  Wharton, 
1922,  Bill's  interest  was  piqued 
when  cigar  company  advertised  on 
radio:  bought  struggling  network 
1928.  Built  into  cbs;  network 
earned  respect  for  news.  Later  raid- 
ed nbc  stars  (Jack  Benny,  Red  Skel- 
ton),  discovered  own  (Bing  Crosby). 
Longtime  socialite;  cbs  executives 
in  his  day  judged  on  appearance, 
social  style.  Unable  to  relinquish 
control:  returned  as  chairman  1987. 
But  now  Tisch  runs  things.  Modern 
art,  real  estate,  cbs  stock  worth 
over  $530  million. 

Charles  Henry  Dyson 

Conglomerator.  nyc.  80.  Married,  4 
children;  1  son  in  business.  Price 
Waterhouse  cpa;  advised  War  Sec- 
retary 1941;  at  Bretton  Woods  Con- 
ference 1944.  Textron  vp  postwar, 
thought  diversification  too  slow, 
left.  Launched  Dyson-Kissner  (now 
Dyson-Kissner-Moran)  with  former 
colleague  Franklin  Kissner.  Built 
conglomerate;  acquired  over  30 
companies  in  past  5  years  alone. 
Interests  in  9  public  companies  (Es- 
terline,  Neoax,  Varlen,  etc.),  private 
companies  with  sales  over  $1.1  bil- 
lion. Extensive  real  estate  holdings 
and  development;  very  active. 
"We're  always  into  something 
new."  Chairman  Emeritus  with 
91%  of  dkm,  estimated  net  worth 
over  $530  million. 

Thomas  Stephen  Monaghan 

Domino's  Pizza.  Ann  Arbor,  Mich. 
52.  Married,  4  daughters.  Fatherless 
at  4,  raised  in  orphanages.  Regrets 
being  thrown  out  of  seminary  for 
misconduct.  Bought  pizza  parlor 
with  $500  loan  I960;  opened 
5,000th  this  spring:  unmatched  de- 
livery times  (but  do  they  drive  too 
fast?).  Fits  Mass,  6-mile  run  into 
whirlwind  daily  schedule;  fasts  Fri- 
days, now  attempted  boycott  over 
prolife  donations:  "The  publicity 
boosted  sales."  Amateur  architect; 
owns  Detroit  Tigers.  Plans  oddly 
shaped  office  building,  homage  to 
Frank  Lloyd  Wright,  near  hq: 
"Leaning  tower  of  pizza."  Consid- 
ering sale  of  company  to  concen- 
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trate  on  Catholic,  etc.,  charities. 
Worth  estimated  $530  million. 


William  Wrigley 


Chewing  gum.  Lake  Geneva,  Wis. 
and  Chicago.  56.  Twice  divorced, 
remarried;  2  sons,  1  daughter. 
Grandson  of  William  Wrigley  Jr., 
salesman  who  arrived  Chicago 
1891  with  $32.  Sold  baking  powder 
with  premium:  free  chewing  gum. 
Discovered  the  gum  sold  better.  In- 
novator: one  of  the  first  to  offer 
retail  incentives  for  merchants 
(lamps,  scales,  razors);  also  one  of 
first  to  advertise  brand  name:  Wrig- 
ley's  Spearmint,  Juicy  Fruit,  Dou- 
blemint.  Company  long  among 
largest  manufacturers  chewing 
gum.  William — "Basically,  gum  is 
an  adult  pacifier" — president.  Rev- 
enues $900  million  1988.  Sold  Chi- 
cago Cubs  1981  to  pay  parents'  es- 
tate taxes.  Arabian  horses,  stock, 
etc.  worth  at  least  $530  million. 

Laszlo  Nandor  Tauber 

Real  estate.  Potomac,  Md.  74.  Di- 
vorced, remarried;  2  children.  Born 
Budapest;  champion  Hungarian 
gymnast.  Hungarian  medical 
school:  "Since  the  day  my  con- 
sciousness began  I've  wanted  to  be 
in  medicine."  Survived  Nazi  labor 
camps;  escaped  on  second  try:  "I 
just  walked  away  one  day."  To  U.S. 
1947;  built  first  apartment  project 
1951  on  vacant  lot  bought  for 
$9,500.  Built  own  hospital  1965  to 
do  surgery;  put  up  plain  vanilla  gov- 
ernment offices  1960s  (Uncle  Sam's 
biggest  landlord).  With  choice  nyc 
buildings,  now  almost  8  million  sq. 
ft.  Still  spends  hours  in  surgery.  "I 
devote  10%  of  my  time  to  real  es- 
tate, but  90%  of  my  income  comes 
from  it."  Lucrative  sideline;  est. 
worth  $525  million. 


Richard  E.  Jacobs 


Shopping  centers.  Lakewood,  Ohio; 
nyc.  64.  Divorced,  3  children.  Fa- 
ther marketed  Goodyear  dirigibles. 
Dick,  brother  Dave  sold  real  estate 
after  WWII;  scouted  sites  for  then- 
fledghng  mall  developer  Edward 
DeBartolo  (which  sec)  With  partner 
Dominic  Visconsi,  built  own  mall 
Columbus,  Ohio  1962;  44  malls  lat- 
er, Jacobs,  Visconsi  &  Jacobs  owns 
44  million  sq.  ft.  nationwide;  Vis- 
consi still  financially  involved,  but 
no  daily  interaction.  Dick  deals, 
Dave  builds.  Also  Wendy's  fran- 
chises, Marriott  hotels,  Cleveland 
(baseball)  Indians;  building  2.5  mil- 
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lion  sq.  ft.  office  space  Cleveland. 
Dick  believed  to  have  70%  of  for- 
tune estimated  $720  million,  Dave 
30%.  Dick:  "I  never  figured  it  up. 
If  you  saw  my  desk  you'd  under- 
stand why." 

Meshulam  Riklis 

Finance.  Beverly  Hills,  nyc.  65.  Di- 
vorced, remarried  (to  actress  Pia 
Zadora);  3  children  by  first  mar- 
riage, 2  by  second.  Born  Turkey, 
landed  U.S.  1947.  Stockbroker, 
Minneapolis.  Organized  invest- 
ment syndicates.  Built  own  empire 
piling  debt  on  debt  in  nonstop  ac- 
quisitions: "Meshuggener  Reck- 
less" to  friends.  Now  swapping  $1- 
billion-plus  companies  like  trading 
cards:  Faberge/Elizabeth  Arden,  E- 
II.  Rapid- American  bondholders  got 
paper  collateral;  Riklis,  the  hard  as- 
sets. Controls  billions  in  complex 
holdings  web.  After  incredible  fi- 
nancial machinations,  unclear  how 
many  hundreds  of  millions  he's 
worth  over  $500  million.  On  deals: 
"You  can  name  the  price  if  I  can 
name  the  terms." 

William  Michael  Cafaro  • 

Malls.  Youngstown,  Ohio.  76.  Mar- 
ried, 3  children.  One  of  9  children; 
immigrant  parents.  First  job  in 
steel  mill.  Owned  popular  local  bar 
early  1940s.  With  brother  John  (d. 
1986),  built  first  shopping  center 
1949.  Built  more:  Cafaro  Co.  now 
7th-largest  mall  builder  (DeBartolo, 
which  see,  also  from  Youngstown). 
Taught  sons  Anthony  and  f.f.  the 
business:  "If  you  make  a  friend  to- 
day, you  can  always  make  a  deal 
tomorrow."  Concentrates  on  mid- 
dle markets.  Family  owned  half  of 
carmaker  New  Avanti,  J. J.  picked 
up  the  other  50%  in  1988.  Cafaro 
Co.  in  family  trust.  With  trust,  be- 
lieved worth  at  least  $500  million, 
denied  by  J.J .  Cafaro,  laughing  hard: 
"comically  low." 


Estee  Lauder 
Leonard  Alan  Lauder 
Ronald  Steven  Lauder 

Mother,  2  sons.  Cosmetics,  nyc 
and  the  Hamptons.  Estee:  81.  Wid- 
owed. Josephine  Esther  Mentzer 
bom  to  Hungarian  immigrant  par- 
ents in  Queens.  Peddled  skin 
creams  for  uncle,   later  went  on 


own,  attached  Estee  Lauder  name 
to  products.  Summer  resort  ro- 
mance led  to  marriage  to  Joseph 
Lauder  (d.  1983).  By  1960  sales  over 
$1  million  (mostly  Youth  Dew  fra- 
grance). Uncanny  sixth  sense  for 
fragrances,  consumer  trends.  Today 
one  of  world's  largest  cosmetics 
companies.  Estee,  Clinique,  Pre- 
scriptives,  Aramis  cosmetic  lines 
sold  only  through  upscale  depart- 
ment, specialty  stores.  Not  in- 
volved in  day-to-day  operations, 
but  still  reigning  queen  of  cosmet- 
ics world.  Leonard:  56.  Married,  2 
sons.  Current  ceo;  now  credited 
with  company's  huge  growth.  Ron- 
ald: 45.  Married,  2  daughters.  Ran 
foreign  operations.  Political  aspira- 
tions, left  active  management 
1983:  deputy  assistant  defense  sec- 
retary (nato);  U.S.  ambassador  to 
Austria  (1986-87);  this  year  ran  for 
nyc  mayor — spent  some  $12  mil- 
lion on  campaign,  more  than  any 
mayoral  candidate  in  history.  Also 
oversees  Lauder  Investments,  Inc., 
family  holding  co.;  still  company 
director.  Family  company  worth 
well  over  $1.5  billion. 

Cordelia  Scaife  May 

Inheritance.  Ligonier,  Pa.  61.  Di- 
vorced, widowed;  no  children. 
Great-grandaughter  of  Judge  Thom- 
as Mellon.  Brief  marriage  1950. 
Wed  1973  to  longtime  friend  Rob- 
ert Duggan,  Pittsburgh  D.A.;  he 
died  of  gunshot  wound  during  cor- 
ruption investigation  1974.  Brother 
Richard  Mellon  Scaife  (which  see) 
has  not  spoken  to  her  since.  En- 
dowed Laurel  Foundation  to  sup- 
port education,  population  control, 
other  liberal  causes.  Maintained 
family  tradition  (Mellon  fortune 
built  on  19th-century  venture  capi- 
tal) in  small  way,  funded  emerging 
companies  through  Roldiva  Inc. 
Net  worth  (mostly  in  trusts)  be- 
lieved over  $500  million. 


Amos  Barr  Hostetterjr. 

Continental  Cablevision,  Inc.  Bos- 
ton. 52.  Married,  2  daughters. 
Stockbroker's  son  raised  Short 
Hills,  N.J.  Harvard  M.B.A.,  stint  in 
utility  finance;  "Bud"  started  cable 
co.  with  frat  brother  J.  Irving  Grous- 
beck  1963.  Each  put  up  $4,000  (as 
did  Bud's  father).  Acquired  some 
franchises,  built  some  from 
scratch.    Bought    McClatchy    (see 


family)  cable  co.  1986.  Now  fourth 
largest  in  U.S.  (2.5  million  sub- 
scribers). Bought  back  Dow  Jones 
17%  stake  1989  for  $300  million. 
Grousbeck  left  for  teaching  1981, 
his  10%  appreciating  rapidly: 
"When  you  put  a  boat  in  a  fast 
current,  it's  going  to  go  down- 
stream." Bud's  28% -plus  of  stream 
now  worth  over  $500  million. 

Louis  Larrick  Ward 

Russell  Stover  Candies,  Inc.  Kansas 
City,  Mo.  68.  Married,  3  children. 
Stanford,  WWII  naval  duty,  then  to 
Wall  Street.  Bought  small  paper  box 
company  1950;  customers  included 
Hallmark  Cards,  Stover  Candies.  "I 
saw  a  great  deal  of  potential  in  Rus- 
sell Stover."  Bought  1960,  $7.5  mil- 
lion; went  public  same  year;  took 
private  1981.  No  advertising;  insis- 
tence on  quality,  attractive  packag- 
ing built  point-of-sale  appeal. 
Transformed  into  nation's  largest 
boxed  candy  producer;  also  modern 
plants,  low-cost  labor:  "Keep  going 
forward,  but  keep  your  eye  on  the 
company  in  the  rearview  mirror." 
Relaxes  at  two  Montana  ranches. 
Ward  says  net  worth  $700  million,- 
at  least  $500  million  visible.  "We 
can  be  twice  as  big." 

Charles  Cass  i us  Gates  Jr. 

Gates  Corp.  Denver.  68.  Married,  2 
children.  Charles  Sr.  lured  west  by 
gold  strikes;  bought  tire  cover  firm 
Denver  1911.  Built  with  aggressive 
promotion;  used  new  material  for 
tires  and  hoses:  rubber.  Invented  V- 
belt,  universal  automotive  engine 
element,  1917.  Charles  Jr.,  Stanford 
engineer,  inherited  company  with  4 
sisters  1961.  Ignored  father's  advice 
to  avoid  risks;  diversified  (automat- 
ed egg  farm,  trucking):  "We  have  to 
broaden  our  base."  Pilot  and  avia- 
tion buff,  maligned  for  buying 
struggling  Learjet  1967;  sold  65% 
stake  for  $57  million  1987.  Left  tire 
business  1974;  rubber  products  still 
over  80%  of  sales  (rest  in  energy 
products,  auto  interiors).  Firm  and 
real  estate  estimated  at  least  $500 
million. 

Frank  Batten 

Media.  Virginia  Beach,  Va.  62.  Mar- 
ried, 3  children.  Uncle  Samuel 
Slover  arrived  Virginia  1900,  was 
offered  interest  in  ailing  paper,  Vir- 
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ginia-Pilot,  if  turned  around;  did  it 
in  a  year.  Frank  raised  by  uncle; 
Harvard  M.B.A.;  publisher  1954. 
From  one  paper  (flagship  now  Nor- 
folk Virginia-Pilot/ Ledger-Star),  ag- 
gressively built  Landmark  Com- 
munications; first  cable  franchise 
1964  (now  600,000  subscribers);  8 
dailies,  31  weeklies;  2  tv,  2  radio 
stations.  Modest:  "We've  always 
had  good  people."  Weather  Chan- 
nel, started  with  meteorologist 
John  Coleman  1982,  now  his  and 
very  profitable.  With  rising  value  of 
newspaper,  cable  properties,  est. 
net  worth  over  $500  million. 

Harold  Brown 

Real  estate.  Boston.  64.  Divorced,  2 
children.  Son  of  poor  Russian  im- 
migrant; played  clarinet,  sax  for  $2 
a  gig.  mit  1947,  studied  metallurgy: 
"It  was  the  field  with  the  lowest 
unemployment  and  the  highest 
wages."  After  WWII  started  dough- 
nut chain;  recalled  to  Korea  1950. 
After,  as  sideline  bought  6-unit 
apartment  building  1956;  discov- 
ered real  estate.  By  1970s:  "I  had  to 
either  quit  my  job  or  sell  my  real 
estate."  His  Hamilton  Realty  Co. 
now  approximately  6,000  apart- 
ments, 9.1  million  sq.  ft.  commer- 


cial space  Boston  area.  Taking  flier 
in  movie  production  venture:  All's 
Fair  made  la  debut  Feburary.  Hal 
now  worth  well  over  $500  million. 
Beats  metallurgists'  wages. 

Marshall  Field  V 

Frederick  (Ted)  Woodruff  Field 

Half  brothers.  Inheritance,  media. 
Original  Marshall  Field  started  as 
Chicago  store  clerk;  scrimped  pen- 
nies, went  into  dry  goods  with  two 
partners  1865  (later  bought  out). 
Built  Marshall  Field  &  Co.  into 
world's  largest  dept.  store,  left  all  in 
trust  to  2  grandsons.  Grandson 
Marshall  III  sold  store  1941;  bought 
Chicago  Sun,  added  Times  1941,  later 
tv,  cable.  Field  Enterprises  inherit- 
ed by  Marshall  IV  (d.  1965,  age  49). 
Marshall  V  joined  Sim  Times  after 
Harvard,  publisher  age  28.  Conflict 
with  incompatible  half  brother  Ted 
ended  in  liquidation  1983.  Mar- 
shall: Lake  Forest,  111.  48.  Divorced, 
remarried;  4  children.  Bought  Ted's 
share  of  real  estate  firm  Cabot,  Cab- 
ot &  Forbes;  later  bought  Pioneer 
Press  (suburban  newspapers);  sold 
for  handsome  profit  to  Sun  Times 
1989.  Also,  Xerox  educational  pub- 
lications, Muzak;  recently  added 
Funk  &  Wagnall,  Curriculum  Inno- 


I  PI  IkMni.inn 


P)ool  party  in  Palm  Beach,  hUi..  1923.  Palm  Beach  became  the  winter  playground 
the  East  Coast  noisy  rich  in  the  1920s.  The  quiet  rich  preferred  Hobe  Sound  and 
here.  Here  an  "all-girl"  orchestra  entertains. 


vations  Group  (publisher  of  maps 
and  magazines  for  students).  Ted: 
Beverly  Hills,  37.  Divorced  twice, 
remarried;  3  children.  Raised  in 
Alaska  by  mother  (editor  of  Chris- 
tian Science  Monitor).  Fling  with  rac- 
ing cars;  now  produces  movies  via 
hit  factory  Interscope  (Outrageous 
Fortune,  Three  Men  and  a  Baby,  Cock- 
tail). Knack  for  turning  big  profits: 
bought  Panavision  for  $20  million 
1985,  realized  $80  million  1987. 
Reported  $40  million  piece  of  Jim- 
my Goldsmith's  epic  bid  for  Brit- 
ain's B.A.T  Industries.  Also  trades 
commodities,  develops  real  estate. 
Estimated  net  worths:  Marshall,  at 
least  $460  million;  Ted,  $500  mil- 
lion or  more. 


M.  Larry  Lawrence 

Real  estate.  San  Diego.  63.  Twice 
divorced,  remarried;  3  children. 
Grew  up  poor  on  Chicago's  North 
Side,  worked  at  deli  from  age  9. 
Athletic  scholarship  at  U.  of  Arizo- 
na; pro  football  briefly.  Built  homes 
with  father-in-law  in  Chicago; 
headed  to  San  Diego  1953;  worked 
in  contracting,  insurance.  Devel- 
oped commercial,  residential  real 
estate;  "Every  time  I  know  or  hear 
about  a  potential  deal,  I  look  for  a 
way  to  get  involved."  Best  deal: 
buying  landmark  Hotel  del  Corona- 
do  in  San  Diego  for  under  $10  mil- 
lion 1963.  Larry  made  additions: 
now  worth  over  $400  million.  Im- 
portant fundraiser,  mover  Demo- 
cratic Party.  Net  worth  over  $500 
million. 


William  Walter  Caruthfr. 

Real  estate.  Dallas  and  Crystal  Riv- 
er, Fla.  77.  Married,  4  children. 
Grandfather  opened  general  store 
1849,  used  profits  to  buy  land, 
amassed  30,000  acres.  Father  sold 
some,  Will  Jr.  took  over  1937;  de- 
veloped and  sold  for  decades.  Most 
liquidated;  some  projects  with 
Trammell  Crow  (which  see):  "He 
never  uses  his  own  money  and  I 
never  use  anybody  else's;  and  I 
think  his  is  the  better  way  and  he 
thinks  mine  is  the  better  way." 
Now  buying  raw  land  for  "the  next 
generation  of  developers  or  promot- 
ers to  buy  and  develop."  Estate  will 
go  to  Caruth  Foundation.  Family 
trusts  are  worth  at  least  $500 
million. 
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Keeping  the  wheels  of  industry 
turning  these  days  takes  more 
than  capital-it  also  takes  a  steadv 
flow  of  ideas  for  putting  that  capi- 
tal to  best  use.That  s  why  hundreds 
of  companies  whose  business  runs 
on  wheels  have  turned  to  GE  Capi- 
tal for  financial  services. 

One  of  our  capital  ideas  paired 
the  fast-growing  East  and  West 
coast  business  of  PenskeTruck 
Leasing  with  the  strengths  of  our 
leasing  operations  in  the  country's 


interior.  This  synergy  built  a 
nationwide  joint  venture  that  has 
over  55,000  vehicles  on  the  roll. 

Capital  ideas  are  keeping  Amer- 
ica's railcars  on  the  right  track, 
too-customers  leasing  rolling 
stock  from  GE  Capital  Railcar 
Services  are  spared  not  only  the 
capital  investment,  but  also  main- 
tenance worries. 

Our  vehicle  fleet  management 
expertise  gave  us  the  capital  idea 
to  offer  our  corporate  fleet  man- 


ager customers-whet  her  they 
lease,  own  or  reimburse-a  range 
of  value-added  services:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
employee  expense  reimbursement 
control. 

And  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states, 
helped  bv  Capital  ideas  for  inven- 
tory financing,  working  capital  and 
real  estate  loans,  and  acquisition 
funding  to  add  new  dealerships. 


Whether  or  not  your  business 
depends  on  wheels,  chances  are 
GE  Capital  has  a  truckload  of 
ideas  for  helping  you  keep  it  in 
the  fast  lane. 

Just  call  us  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  ball 
rolling. 

Not  Just  Capital 
Capital  Ideas. 


Coital  Ideas 

get  rolling 

at  GE  Capital 


GE  Capital 
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Luigino  Francesco  Paulucci 

Food  processing,  real  estate.  San- 
ford,  Fla.  71.  Married,  3  children. 
Started  Minnesota-based  canned 
Chinese  food  business  age  22;  sold 
Chun  King  for  $63  million  1966. 
Founded  Jeno's  Pizza  1967;  sold 
1985;  $147  million.  Moved  Jeno's 
from  Duluth  1981;  pledge  to  re- 
place 1,200  jobs  still  unfulfilled; 
fought  taking  of  unused  land  for 
job-making  paper  mill.  His  own 
popularity  poll  in  Duluth  two- 
thirds  negative:  "It  hurt."  Develop- 
ing "dream"  community  near  Or- 
lando. Housing  sales  weak,  so  scal- 
ing down  luxury.  Cleared  in  grand 
jury  investigation  of  2  a.m.  land 
sale  to  county;  building  near  sensi- 
tive Wekiva  River  Preserve.  "I 
don't  give  a  goddamn  who  gets  in 
my  way."  Worth  est.  $500  million. 

Sheldon  Henry  Solon 

Real  estate,  nyc.  61.  Married,  1 
child.  Russian  immigrant  father 
worked  in  masonry  business.  Shel- 
don at  16  worked  for  contractor; 
developer  by  22.  Risked  all  on  land- 
mark Manhattan  skyscraper  1972, 
9  W.  57th:  sloping  glass  sides,  big 
red  "9"  sculpture  on  front  side- 
walk; widely  known  as  Avon  build- 
ing, now  officially  Solow  building. 
Commands  top  rents  for  Central 
Park  views.  Also  Manhattan  apart- 


ment buildings  including  city's 
most  expensive.  Hands-on  manag- 
er; litigious,  keeps  bodyguards;  art 
lover.  Skillful  dealmaker  but  mana- 
gerial philosophy  questioned:  full- 
fledged  rent  rebellion  in  East  Side 
luxury  apartment  building.  Shel- 
don's est.  net  worth  $500  million. 


Donald  George  Fisher 

The  Gap.  San  Francisco.  61.  Mar- 
ried, 3  sons.  Finance  major,  college 
swimming  star  Berkeley;  graduated 
1950.  Frustrated  shopper,  cofound- 
ed  first  Gap  store  with  wife  1969. 
Pioneered  customer  conveniences; 
e.g.,  arranged  clothes  by  size  not 
style.  Clever  marketing,  Seventies 
teen  jean  craze  sent  revenues  sky- 
rocketing. Nothing  is  forever: 
Teens  grew  up.  Revamped  for  ma- 
ture audience;  now  includes  Ba- 
nana    Republic,    GapKids,    Hemi- 


UNDER 

$500 

MILLION 


Malcolm  Stevenson  Forbes 


Forbes  magazine.  Far  Hills,  N.J. 
70.  Divorced;  5  children,  4  in  busi- 
ness. Father  B.C.,  Scottish  immi- 
grant 1904,  launched  magazine 
1917.  His  sons  inherited  1954: 
Bruce  died  1964,  MSF  sole  stock- 
holder. N.J.  state  senator,  guberna- 
torial candidate  1957.  Enormous 
growth  from  1960s;  now  top  busi- 
ness publication,  unusually  profit- 
able. Bought  American  Heritage  for 
reported  $10  million  1986,  headed 
by  son  Tim;  ad  revenues  up  50% 
this  year.  Acquired  Somerset  Press 
|6  N.J.  weeklies)  1987,  added  Cran 
ford  Chronicle  1988;  Forbes  Newspa- 
pers now  13  weeklies.  Starting  Egg, 
upscale  magazine  on  what's  hot. 
Owns  400-sq.-mile  Colorado  ranch, 


South  Sea  island,  Tangier  palace, 
French  chateau,  London  mansion; 
several  hundred  Faberge  pieces  in- 
cluding   dozen    Imperial    eggs — 2 
more  than  Kremlin;  also  presiden- 
tial letters,  toy  soldiers,  toy  boats, 
etc.,  etc.  Author  7  books  [They  Went 
Tbat-a-way    on    bestseller    list    5 
weeks).  Just  published  More  Than  I 
Dreamed;  6  balloonist  records;  13 
private  friendship  balloon-motor- 
cycle trips  (Russia,  China,  Egypt, 
etc.).  Scheduled  successor:  MSF  jr. 
Reputed  net  worth: 
N.Y.  Daily  News,  billionaire. 
London  Daily  Mail  £400  million 
New  York  Newsday:  $400  million 
to  $700  million. 
MSF:  "I'm  solvent." 


sphere.  "We  convey  a  singular 
point  of  view."  Kids  own  $373  mil- 
lion in  stock.  With  wife,  Don  owns 
shares  worth  $500  million. 

Maurice  Raymond  Greenberg 
Mansfield  Freeman 

American  International  Group. 
nyc.  aig  founded  Shanghai  1919  by 
C.V.  Starr  (d.  1968),  first  Westerner 
selling  insurance  to  Chinese.  Built 
international  conglomerate;  no 
heirs.  In  effect,  left  company  to  its 
management:  large  block  aig 
shares,  other  investments  in  pri- 
vate holding  companies  controlled 
by  key  executives;  control  passes  to 
their  choice  of  successor.  Thus,  in- 
heritance by  management.  Green- 
berg: nyc.  64.  Married,  4  children. 
Raised  on  dairy  farm  N.Y.  State. 
Army,  WWII  and  Korea;  law  school 
via  G.I.  bill  between  wars.  Landed 
insurance  job  aig  1960  by  going 
over  head  of  executive  who  refused 
to  hire  him.  President,  ceo  1967; 
executive's  fate  unknown.  Reputa- 
tion as  tough  boss.  Stock,  other  in- 
vestments estimated  well  over 
$490  million.  Freeman:  Greens- 
boro, Vt.  94.  Widowed,  1  son. 
Joined  Starr  in  China  early  1920; 
returned  U.S.  1941,  retired  1960. 
Son  Houghton,  vice  chairman,  68, 
votes  shares,  but  stock  remains  in 
Freeman's  name.  With  stock,  etc., 
worth  at  least  $360  million. 

Katharine  Graham 
Donald  E.  Graham  • 

Mother  and  son.  Washington  Post 
Co.  Washington,  D.C.  Kay:  72. 
Widowed,  4  children.  Father  Eu- 
gene Meyer  bought  bankrupt  Post  at 
auction  1933;  created  morning  mo- 
nopoly. Kay's  husband  Philip  took 
over  1946.  Restored  profitability, 
expanded,  bought  Newsweek  1961. 
After  Philip's  death  ex-housewife 
Katie  took  over  as  president  from 
1963;  chairman,  chief  executive 
1973.  Led  company  through  Water- 
gate scoop  1972,  violent  strike  set- 
tled 1975.  Daughter  Lally  Wey- 
mouth writes  for  Post.  Kay  resists 
tough,  imperious  image:  "I  think 
whatever  power  I  exert  is  colle- 
gial."  Donald:  44.  Married,  4  chil- 
dren. Harvard  1966;  Vietnam  stint; 
returned  to  join  Washington,  D.C. 
police  department  1969.  Joined  Post 
1971;  publisher  1979.  Installed  ex- 
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WERE  ORDERING  MORE 


In  the  last  few  years  we've  pinpointed  more  than 
fifty  cities  coast-to-coast. 
Recently  we  started  service  to  Los  Angeles  from 

Chicago.  And  this  year 
we're  opening  a  brand- 
new  hub  in  Philadelphia 
to  complement  our  existing  hub  in  Chicago. 

We're  not  stopping  there.  In  the  future  you'll  see  us 
put  more  new  destinations  on  the  map.  That  means 
you  get  more  choices  of  when  to  reap  the  benefits  of 
Midways  low  prices  and  exceptional  service. 

So,  with  400  flights  a  day  to  over  50  cities  we  may 
be  running  out  of  pins,  but  our  spirit  is  becoming 
an  ever-expanding  part  of  daily  business  life. 


'  1?$9  MiOway  Airlines.  Inc 


Call  your  travel  agent  or  Midway  Airlines  at  1-800-621-5700. 


An  IBM  AS/400  mid- 
range  computer  runs 
over  5000  applications 
to  help  vou  run  vour 
kind  ofbusiness. 


The  last  thing  a  small  busi- 
ness  needs  is  a  computer  solution 
based  on  the  idea  of  smallness. 


Vt  you  hear  things  like.  "Its     The  IBM  AS/400  runs  over  5,00 
the  perfect  inventory  package  for     applications,  so  the  first  order  oijl 


small  business."  as  if  inventories 
<>f  car  dealers,  grocen  stores  and 
real  estate  brokers  had  much  in 
common. 

So.  when  we  talk  about  our 
Application  S\ stem/4001" the  ques- 
tion "\\  hat  do  vou  do?"  comes 
wav  before  "I  low  big  are  you?" 


business  is  choosing  the  one  tha- 
best  for  vou. 

Retailers,  manufacturers, 
distributors,  law  firms,  banks, 
school  boards,  you  name  it,  can 
all  find  powerful,  proven  AS/40<; 
software  designed  to  meet  their 
special  needs. 


•Source  Sierra5000  DataBase     S  1989  IBM  Corporation  IBM  is  a  registered  trademark  and  Application  System/400  is  a  trademark  ot  IBM  C 


o 


And  no  matter  how  big  your 
AS/400  gets  (from  a  few  users  to 
hundreds),  the  software  you 
started  with  will  always  be  able  to 
serve  vou. 

What's  more,  an  AS/400  is 
easy:  to  learn,  to  use  and  (starting 
around  $25,000)  to  pay  for. 
Which  helps  to  explain  why  in  a 
major  survey  of  midrange  system 


owners,  the  AS/400  users  showed 
the  highest  level  of  satisfaction! 

To  learn  more,  call  us  at 
1-800-365-4  IBM. 

The  IBM  AS/400.  Its  the 
solution  that  recognizes  what  all 
small  businesses  have  in 


common. 
Thev  re  all 

J 

different. 


The  4S/UH)  Model  BIO  is  just  over  2  feel  tall. 
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ecutives,  reinvested  profits:  opened 
new  bureaus,  modernized  produc- 
tion, launched  special  section,  etc. 
Vows  to  stay  out  of  national  news- 
paper derby:  "In  the  economic 
sense  we  are  a  local  paper."  Also  4 
television  stations,  expanding  ca- 
ble. Voting  rights  recently  altered 
to  tighten  family  control.  Kay,  son, 
other  family  have  stock  and  assets 
worth  over  $880  million. 

David  Geffen 

Music.  Mahbu,  Calif.  46.  Single. 
Born  Brooklyn;  faked  college  degree 
to  work  in  William  Morris  mail- 
room.  Managed  folk  acts;  founded 
Asylum  Records  1970.  Sold  to 
Warner  1972  for  "biggest  number  I 
could  think  of":  $7  million. 
"Warner  made  it  back  on  the  next 
Eagles  record."  Warner  vice  chair- 
man until  1976  cancer  scare.  Start- 
ed Geffen  Records  1980;  this  time 
held  for  the  next  record.  Became 
home  for  aged  pop  stars  for  time, 
then  caught  fire  with  "head-bang- 
ing" platinum-sellers  (Guns  N' 
Roses,  Whitesnake);  movies  (Risky 
Business,  Beetlejuice),  Broadway 
shows  (M  Butterfly,  Cats)  "Some- 
how I  tap  into  what  people  like.  I 
haven't  a  clue  why.  But  it  seems  to 
work."  Can  now  think  of  a  much 
bigger  number:  record  company, 
art,  investments  worth  over  $490 
million.  "There's  no  glamour  here, 
I'm  a  businessman." 

Alpheus  Lee  Ellis 

Banking,  real  estate.  Tarpon 
Springs,  Fla.  83.  Widowed,  1  daugh- 
ter. At  14,  cleaned  father's  Alabama 
bank  for  $8  a  month  plus  change  he 
found  in  spittoons.  "Dean  of  Flori- 
da banking"  flunked  college  bank- 
ing course,  quit;  bought  first  bank 
1943.  With  wife,  slowly  acquired 
15  Florida  banks,  formed  Ellis 
Banking  Corp.  1972.  Conservative: 
no  condos  or  commercial  loans. 
Worked  every  holiday  for  20  years. 
Sold  his  57%  Ellis  Banking  to  ncnb 
Corp.  for  4  million  shares,  lifetime 
lob,  limousine,  chauffeur.  Also  has 
extensive  real  estate  holdings  in 
Tampa,  Clearwater.  Worth  at  least 
$490  million.  "I've  been  in  the 
banking  business  64  years,  and  this 
is  the  first  time  in  my  life  I'm  com- 
pletely out  of  debt.  I  feel  kind  of 
uncomfortable." 


Shelby  Cullom  Davis 


Investment  banking.  Tarrytown, 
N.Y.  80.  Married,  2  children.  Grad- 
uated Princeton  1930,  Columbia 
grad  school  1931,  Ph.D.  Geneva 
1934.  cbs  correspondent  in  Swit- 
zerland before  WWII.  Later  ambas- 
sador 1969-75.  In  U.S.,  learned  in- 
surance business  as  New  York  dep- 
uty superintendent  of  insurance 
1945.  Founded  investment  firm 
Shelby  Cullom  Davis  &  Co.  1947, 
one  of  first  to  specialize  in  insur- 
ance stocks.  Currently  chrmn.  Her- 
itage Foundation,  retired  chrmn. 
National  Right  to  Work,  conserva- 
tive causes.  Intends  to  leave  "high 
portion"  of  estate  to  Heritage:  "I 
can't  imagine  a  better  place."  Avid 
skier  with  wife,  grandchildren.  Es- 
timated net  worth  $490  million. 

Sigfried  Weis 
Robert  Freeman  Weis 

Cousins.  Weis  Markets.  What  began 
as  a  neighborhood  grocery  store  in 
Sunbury,  Pa.  started  by  their  fathers 
1912  now  a  119-store  supermarket 
chain  throughout  Pa.,  N.Y.,  W.Va., 
Md.  Famously  high  margins  for  in- 
dustry. Key  to  success:  vertical  inte- 
gration. Employ  own  architects, 
construction  crews,  trucksfor  distri- 
bution; produce  1,500  private-label 
items.  Fastidious  about  quality: 
"There  is  a  lot  more  to  the  supermar- 
ket business  than  price.  What  mat- 
ters is  value. "  Strict  cost  controls,  no 
debt.  Also  Amity  House  family- 
style  restaurants  (ice  cream,  sand- 
wiches). President  Sigfried:  Lewis- 
burg,  Pa.  73.  Married,  3  children. 
Golfer,  antiques  collector.  Owns 
33%  company  worth  $490  million. 
Vice  president  Robert:  Sunbury,  Pa. 
70.  Married,  3  children.  Owns  28% 
worth  $420  million;  sister,  Ellen, 
worth  another  $128  million. 

Andrew  Jerrold  Perenchio 

Television.  Bel  Air,  Calif.  58.  Twice 
divorced,  3  children.  Son  of  Fresno 
vintner;  voted  "Teller  of  Tall  Tales" 
in  prep  school;  ran  catering  business 
to  pay  for  ucla.  Former  talent  agent; 
clients  included  Elizabeth  Taylor, 
Marlon  Brando.  Promoted  Ali-Fra- 
zer  fight,  Billie  Jean  King-Bobby 
Riggs  match.  Teamed  with  Norman 
Lear  1974:  All  in  the  Family,  etc.;  sold 
all  program  interests  1985  to  Coca- 
Cola;   split   $485  million.  Bought 


Loews  theaters  for  $160  million  in 

1985,  sold  for  reported  $300  million 

1986.  Owns  $13.6  million  Kirkeby 
estate,  former  residence  Beverly 
Hillbillies.  Avoids  press  successful- 
ly. Stock,  other  assets  worth  $485 
million. 

Dorrance  Hill  Hamilton 
Hope  Hill  van  Beuren 
Charlotte  Colket  Weber 

Inheritance.  Granddaughters  of 
John  Dorrance  Sr.,  chemist  who  hit 
on  idea  for  condensed  soup  in  cans. 
Left  third-largest  estate  in  U.S. 
1930  (Campbell  Soup  stock,  invest- 
ments worth  $128  million):  50% 
Campbell  (including  mother's 
share)  to  John  Jr.  (see  John  T.  Dor- 
rance III);  one-eighth  to  each  of  4 
daughters,  now  deceased;  their 
children  inherited.  Dorrance 
(Dodo):  Strafford,  Pa.  61.  Married,  3 
children.  Campbell  director,  runs 
gift  shop  near  home.  Dorrance's 
stock,  etc.,  at  least  $450  million. 
Hope  (Happy):  Middletown,  R.I.  55. 
Married,  3  children.  Her  stock,  etc., 
at  least  $475  million.  Sisters  still 
have  13%  of  Campbell.  Cousin 
Charlotte:  Ocala,  Fla.,  nyc.  46. 
Married,  4  children.  Studied  Sor- 
bonne,  Ecole  du  Louvre;  donated 
$20  million  ancient  Chinese  art  to 
Metropolitan  Museum;  remaining 
collection  worth  well  over  $100 
million.  Husband  John  professor 
anatomy,  cell  biology  Cornell  Med- 
ical College.  Couple  breeds,  races 
Thoroughbreds.  Her  fortune  over 
$320  million. 

John  Orin  Edson 

Leisure  craft.  Seattle.  56.  Married,  2 
children.  Founded  Bayliner  (power- 
boats) 1955.  Company  was  fastest 
craft  on  the  water:  Sales,  profits 
doubled  in  each  of  last  3  years  be- 
fore sold  to  Brunswick  late  1986. 
Remarkable  ability  to  carry  out 
classic  precept:  simplify  production 
in  traditionally  custom-craft  busi- 
ness. Also,  simple  credo:  Success 
assured  by  giving  best  value  to  con- 
sumer. Proceeds  of  Bayliner  sale 
conservatively  invested.  Edson  and 
wife  now  travel  extensively.  Main- 
tains 105-foot  yacht;  pilots  the  sev- 
eral planes  in  his  hanger;  he  and 
wife  pilot  their  2  helicopters.  Sup- 
port Boy  Scouts.  Net  worth  exceeds 
$475  million. 


FORBES  400/OCTOBER  23,  1989 


The  Forbes  Four  Hundred. 


Whitney  MacMillan 
Cargill  MacMillan 
Pauline  MacMillan  Keinath 

Inheritance.  Siblings.  Grandchil- 
dren of  John  MacMillan  Sr.,  presi- 
dent of  Cargill,  Inc.  first  third  of 
this  century.  Whitney:  Minneapo- 
lis. 60.  Married,  2  children.  Gradu- 
ated Yale  1951,  joined  family  firm 
as  vegetable  oil  merchant.  Chair- 
man 1977.  Led  company  beyond 
grain  trading:  chemical  coatings, 
pet  foods,  cooking  oils,  etc.;  ex- 
panded meatpacking,  steel,  flour 
milling.  Cochairman  of  Institute 
for  East-West  Security  Studies. 
Member  of  team  that  wrote  1987 
iss  report  re:  America's  best  re- 
sponse to  Soviet  glasnost.  Their 
conclusion:  cautious  optimism. 
Sponsored  humorist  Garrison  Keil- 
lor's radio  show  over  13  years.  Car- 
gill: Minneapolis.  62.  Married,  4 
children.  Senior  Vice  President 
Cargill  1973,  retired  August  1988; 
director.  Has  served  on  Committee 
of  Minneapolis  Society  of  Fine 
Arts;  buys  occasional  works.  Pau- 
line: 55.  Married.  Number  of  chil- 
dren not  known.  Residence  un- 
known. Not  active  in  company. 
Share  25%  Cargill  stock,  worth  at 
least  $1.4  billion. 

W.  Duncan  MacMillan 
John  Hugh  MacMillan  HI 
Marion  MacMillan  Pictet 

Inheritance.  Brothers,  sister.  Chil- 
dren of  John  MacMillan  Jr.,  who 
was  in  charge  of  family  grain-trad- 
ing company  Cargill,  Inc.  from 
1936  until  his  death  in  1960.  John 
Sr.  became  president  on  death  of 
father-in-law  William  W.  Cargill 
1909,  after  successful  struggle 
with  William's  son.  Duncan:  Way- 
zata,  Minn.  59.  Married,  4  chil- 
dren. Cargill  director,  vice  chair- 
man of  Waycrosse,  Inc.,  family's 
private  investment  firm.  Bought 
smallish  National  City  Bank  of 
Ridgedale.  Hugh:  Hillsboro  Beach, 
Fla.  61.  At  least  3  marriages,  9 
children.  Marion  (Mrs.  Pictet]:  Ge- 
neva, Switzerland.  56.  Divorced, 
remarried;  2  children.  She  spends 
most  of  her  time  outside  the  U.S. 
The  three  share  their  branch's 
25%  of  Cargill,  worth  at  least  $1.4 
billion.  (See  Cargill/ MacMillan  fam- 
ily: also  other  Cargills,  MacMillans, 
Keinath.) 


i  I 


GIMBEL  BROTHERS 

32nd   ST         BROADWAY        33rd   ST 
new    york    crnr  * 


NOVCLTV 


# 


SAMPLE 


Tlhe  hazards  of  great  wealth.  A  letter  bomb  addressed  tof.P.  Morgan  Jr.,  in  1919- 
One  of 22  bombs  mailed  at  one  time  to  the  rich  and  powerful,  it  was  only  because 
the  perpetrators  sent  them  parcel  post,  not  first  class,  that  the  plot  was  uncovered  by 
postal  clerk  Charles  Kaplan  (inset). 


Alice  Sheets  Marriott 
John  Willard  Marriott  Jr. 
Richard  Edwin  Marriott 

Mother,  2  sons.  Family  of  J.  Willard 
Marriott  Sr.,  entrepreneurial  wiz- 
ard behind  Marriott  Corp.  Paid  col- 
lege tuition  by  selling  underwear. 
With  wife  Alice  opened  9-seat  root 
beer  stand  in  D.C.  1927:  "The  Hot 
Shoppe."  Brought  drive-ins  to  the 
east,  started  chain.  Pioneered  air- 
line catering  business  1937.  Cau- 
tious: "A  pioneer  is  a  guy  with  an 
arrow  in  his  back  and  his  face  in  the 
mud."  First  hotel  launched  1957 — 
today  nearly  500.  Also  Roy  Rogers, 
Big  Boy  restaurants,  airport  gift 
shops.  Bought  Host  International 
1982,  Howard  Johnson  1985;  suc- 
cessors acquired  Saga  Corp.  (food 
service)  1986.  ("Bill"  Sr.  d.  1985.) 
Alice:  Widow.  Wash.,  D.C.  82.  vp 
and  director;  restaurant  chain,  "Al- 
lie's,"  named  for  her;  600  units 
planned  in  next  5  years.  Richard: 
Potomac,  Md.  50.  Married,  4  daugh- 
ters. Vice  chairman,  handles  gov- 
ernment relations  and  family 
broadcast  interests  (11  radio  sta- 
tions sold  1987  for  est.  $150  mil- 
lion). J.  Willard  (Bill)  Jr.:  Chevy 
Chase,  Md.  57.  Married,  4  children. 
Cooked  french  fries  at  co.  restau- 
rant. Spent  2  years  on  aircraft  carri- 


er, uss  Randolph,  ran  mess  opera- 
tions. Now  chrmn.,  pres.  1988  reve- 
nues $7.3  billion.  Family's  Marriott 
Corp.  stock,  etc.,  worth  at  least 
$1.4  billion. 

Henry  John  Heinz  HI 

H.J.  Heinz  Co.  51.  Fox  Chapel,  Pa.; 
Washington,  D.C.  Married,  3  chil- 
dren. Yale  1960,  Harvard  M.B.A. 
Great-grandfather  H.J.  Heinz,  door- 
to-door  horseradish  salesman 
Sharpsburg,  Pa.  1869.  To  England 
with  pickles  1886,  cornered  U.K. 
market.  From  1888  built  U.S. 
ketchup-and-soup  powerhouse  that 
later  added  Weight  Watchers,  Star- 
Kist,  Bumble  Bee,  Ore-Ida,  Nine 
Lives  cat  food.  1988  sales,  $5.2  bil- 
lion. H.J.  II  (d.  1987)  funneled  $300 
million  to  charities  (education,  cul- 
ture, health,  wildlife  preservation, 
urban  renewal,  nutrition).  H.J.  Ill 
reelected  to  third  Senate  term  1988 
((R-Pa.);  known  on  Hill  as  athlete 
(skiing,  tennis).  His  Heinz  stock, 
etc.  worth  $460  million. 


James  LeVoy  Sorenson 

Medical  devices.  Salt  Lake  City.  68. 
Married,  8  children,  all  profession- 
als (2  M.B.A.s,  2  C.P.A.s,  2  lawyers, 
1  doctor,  1  exercise  physiologist). 


■ 
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WW  L.  Hunt  believed  in  health  food. 
Mm    It  must  have  worked  for  him:  He 
lived  to  be  85  and  had  fifteen  children 
by  three  wives.  Some  of  those  children 
have  hung  on  to  their  shares  of  the 
fortune,  others  have  squandered  theirs. 


Turned  down  medical  school  for 
Mormon  missionary  work  in  New 
England  1942:  "An  excellent  thing 
for  a  young  man  to  be  doing. "  Sales- 
man for  Upjohn;  staked  uranium 
claims,  then  sold  to  stock  promot- 
ers for  big  profits:  "I  was  playing 
the  fever."  Developed  first  dispos- 
able catheter  1960.  Started  lingerie 
co.,  then  Sorenson  Research  1972, 
turning  out  series  of  patented  medi- 
cal devices.  Sold  out  to  Abbott  Labs 
in  cash  crunch  1980.  Stock,  new 
companies  worth  $460  million. 
"Two  people  can  do  anything,  as 
long  as  one  is  the  Lord." 

Saul  Phillip  Steinberg 

Finance,  nyc.  50.  Twice  divorced, 
remarried;  6  children.  Brooklyn- 
born  son  of  rubber  manufacturer, 
read  financial  page  for  fun,  Whar- 
ton grad  at  19.  Founded  computer 
leasing  firm  with  father's  $25,000 
1961,  took  high-flying  Leasco  pub- 
lic 1965.  Bought  control  Reliance 
Insurance  1968;  failed  run  at 
Chemical  Bank  1969;  earned  fame 
as  enfant  terrible.  Took  Reliance 
private  1982  tor  $550  million;  pub- 
he  again  1986.  Underwriting  losses 
inced  by  sharp  investments 
(Days  Inns,  Telemundo  >>ail 

(Disney  is    uai    h 


Personally  owns  61%  Reliance 
stock,  he  and  relatives  draw  gener- 
ous compensation;  sizable  art  col- 
lection featuring  Old  Masters.  Be- 
lieved worth  over  $460  million. 


Richard  Allen  Smith 

General  Cinema  Corp.,  Chestnut 
Hill,  Mass.  64.  Married,  3  children. 
Father  Philip  founded  co.  1922, 
opened  first  drive-in  theater  1935. 
Richard  joined  1946  after  Harvard. 
Took  over  when  father  died  1961. 
Built  gnc  to  over  1,450  screens  and 
320  locations  nationwide.  Sold  bot- 
tling business  1989,  the  largest  in- 
dependent Pepsi-Cola  bottler,  for 
$1.77  billion  in  cash — $850  million 
profit.  Smith:  gnc  has  "probably 
divested  more  things  than  we've 
invested  in."  Company  still  owns 
60%  Neiman  Marcus  Group  (44% 
voting  power),  about  1 7%  Cadbury 
Schweppes.  Philanthropist,  golfer, 
tennis  player,  "a  private  man  who 
has  no  ego  need  for  publicity."  His 
stock  worth  $460  million. 

George  L.  Lindemann  * 

Cable  tv,  cellular  phones.  nyc; 
Greenwich,  Conn.;  Palm  Beach, 
Fla.  53.  Married,  3  children.  Gradu- 
ated Wharton  1958,  into  family 
cosmetics  business.  Formed  drug 
co.,  sold  to  Cooper  Labs  for  $75 
million  1971.  Plunged  into  cable 
with  no  prior  expertise:  "I  owned  a 
tv  set."  Gobbled  up  franchises  N.J., 
Pa.,  Fla.,  etc.;  sold  to  Newhouses 
(which  sec)  for  $260  million  1981, 
kept  mobile  radio.  With  Bass  broth- 
ers (which  see)  formed  limited  part- 
nership, Metro  Mobile  cts;  took 
public  1986.  Initial  investment  $4 
million;  now  almost  75%  total  esti- 
mated net  worth  $460  million. 
"I've  never  been  in  business  where 
anybody  understood  what  I  was  do- 
ing, and  by  the  time  they  under- 
stood it  I  think  I  had  left." 


Morton  Clapp 


Inheritance.  Seattle.  83.  Twice  di- 
vorced, widowed,  remarried;  6  sons 
(3  deceased),  5  stepchildren.  Grand- 
father Matthew  G.  Norton  founded 
lumber  co.  with  brother,  Laird  fam- 
ily; early  Weyerhaeuser  investors. 
Father  married,  in  succession,  both 
Norton  daughters;  Norton  princi- 
pal heir,  was  largest  Weyerhaeuser 
shareholder.  Law  degree  1928;  en- 


listed Navy  1942.  President  Weyer- 
haeuser 1960-66;  chairman  to  1976. 
Still  chairman  Laird  Norton  Co. 
(lumber  supplies).  Stepson  Booth 
Gardner  Washington  governor.  Re- 
garded as  reclusive  Northwest  pow- 
er; controls  real  estate,  lumber,  etc. 
worth  some  $450  million;  shares 
trusts  worth  over  $800  million 
with  numerous  relatives. 

Malcolm  Austin  Borg 

Publishing,  tv.  Englewood  and 
Spring  Lake,  N.J.  51.  Married,  3 
children.  Wall  St.  broker  grandfa- 
ther bought  into  Bergen  Cty.  (N.J.) 
Record  1922;  wholly  owned  1930. 
From  small  country  daily  to  subur- 
ban powerhouse  (Sunday  circ. 
230,000;  wildly  profitable);  Mal- 
colm took  over  1971,  brother  sold 
out  amicably  1982.  Macromedia 
Inc.  now  also  4  tv  stations,  Wood- 
bridge  (N.J.)  News-Tribune  (circ. 
55,000).  Keeps  10  tv  sets  at  home 
(kids,  seeing  this  in  1987  listing, 
bought  him  first  vcr).  Son  John,  27, 
ceo  for  the  Ho?igkong  Standard. 
Malcolm:  "People  may  consider  me 
fat,  dumb,  lazy — and  happy."  Espe- 
cially happy:  controls  fortune  over 
$450  million. 

Carl  Clement  Landegger 
George  Francis  Landegger 

nyc,  Connecticut.  Sons  of  Austrian 
industrialist  who  purchased  paper 
mill  1920s.  Escaped  Hitler  1938,  to 
U.S  1940  with  approximately 
$40,000.  Bought  small  pulp  trading 
firm,  Parsons  &  Whittemore,  now 
leading  builder  pulp  and  paper 
mills  worldwide:  in  64  developing 
and  communist  countries.  Sons 
own  company  since  father's  death 
1976.  Also  Black  Clawson,  paper 
machinery  manufacturer,  1988 
sales  $200  million.  Carl:  59;  di- 
vorced, remarried;  2  of  6  children  in 
business.  Directs  U.S.  operations, 
Black  Clawson.  Attributes  compa- 
ny success  to  luck.  Marathon  run- 
ner; archeologist,  discovered  pre- 
Columbian  cities,  earliest  New 
World  shipwreck  (16th-century, 
Bermuda):  "All  the  places  I  used  to 
go  they  now  shoot  you."  George, 
51;  divorced,  remarried;  5  children. 
Runs  North  American  and  overseas 
operations.  Their  combined  net 
worth  is  believed  to  be  more  than 
$900  million. 
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THE  REWARDS  OF  SPARTAN 


rTM 


Our  Low  Expense 

Guarantee: 

Your  High  Yield 

Opportunity. 


Only  Spartan 
Guarantees  Low 


they  make,1  they  can  control  their 
own  costs. 


Expenses  Into  1992!        sPecial  YieId  offer 


The  Spartan  Guarantee  is  designed 
to  give  investors  impressive  current 
yields  by  limiting  expenses  to  no 
more  than  0.45%.  And  not  only  can 
our  Low  Expense  Guarantee 
increase  yields,  other  things  being 
equal;  it's  guaranteed  into  1992! 

Our  Highest  Current 
Money  Market  Yields 

Spartan  offers  investors  the  highest 
yields  of  any  Fidelity  money  market 
fund.  And  because  Spartan  inves- 
tors pay  only  for  the  transactions 


For  a  limited  time,  your  Spartan 
yield  is  getting  an  extra  boost  while 
Fidelity  temporarily  pays  for  a 
portion  of  Spartan's  expenses!* 

With  Spartan's  Low  Expense 
Guarantee  into  1992,  and  by  mini- 
mizing transactions,  and  taking 
advantage  of  today's  Special  Yield 
Opportunity,  investors  can  enjoy 
the  unique  rewards  of  Spartan. 

The  rewards  of  Spartan 
require  a  rninimum  initial  invest- 
ment of  $20,000.  For  more  com- 
plete information  on  Spartan 


Current  Yield* 


Money  Market  Fund,  including 
management  fees  and  transaction 
expenses,  call  or  write  for  a  free 
prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 


Visit  our  Nationwide  Investor  Centers  or  call  24  hours 

1-800-544-6666 


Fidelity 


Investments 


® 


CODE:  FORB/SPM/102389 


2R  Fidelity  Distributors  Corporation  (General  Distribution  Agent).  P.O.  Box  660603.  Dallas.  TX  75266-0603. 

*Annualized  historical  yields  for  the  7-day  period  ending  8/29/89.  Effective  yield  assumes  reinvested  income.  Yield  will  vary.  Beginning  7/1  89.  Fidelity  is  tem- 
porarily paying  for  a  portion  of  the  Fund's  expenses.  If  the  advisor  had  not  paid  a  portion  of  the  fund's  expenses,  the  current  and  effective  yields  wouid  have 
been  8.64%  and  9.02%,  respectively.  The  expense  limitation  may  be  terminated  or  revised  at  any  time,  at  which  time  expenses  will  go  up  and  the  yield  will  go 
down.  (Through  5  "92,  the  Fund's  expenses  w  ill  not  be  more  than  .45%.)  'These  transactions  will  reduce  your  yield  depending  on  the  number  of  transac- 
tions vou  make. 


When  motion, 
flow,  and 
pressure 
must  be 
controlled 
anywhere 
the  world, 
Parker  is 
there.  The 
world 
turns  to 
Parker 
because 
of  our 
leadership 
in  applying 
world-class 
technology  to 
increase  the 
quality  and 
reduce  the  cost 

of  motion- control  components 
and  systems. 


The  theater 
that  flies 

Step  into  the  "Tour  of  the  Universe"  in 
Toronto,  Canada,  and  enter  a  revolutionary 
new  concept  pioneered  by  Interactive 
Entertainment.  Surrounded  by  extraordinary 
film  and  sound  effects  representing  a  space 
shuttle  blast-off  and  flight,  you 
simultaneously  feel  every  movement  of  the 
flight  —  every  acceleration,  turn,  jolt,  and 
twist. 


The  same  Parker  technokx 
employed  on  advanced  flig 
simulators  is  now  pari  of  al 
new  world  of  entertainmen  * 


This  unique  theater  has  been  mounted  on  a 
genuine  flight  simulator,  capable  of  all  six 
degrees  of  motion  freedom.  With  constant 
and  precise  control  from  Parker 
hydraulics,  pneumatics,  and 
electromechanical  components, 
each  passenger  can  truly  "experience" 
space  flight  with  a  spine-tingling  sense  of 
reality  never  before  possible. 


Vital  tech  no  log  i 


motion 


ord  trucks  use 
arker  quality 
omponents 

Vhether  they're  manufactured  in  Kentucky 

Brazil,  Ford  trucks  are  setting  the  standard  for 

dity  and  reliability. 

)ne  reason  for  this  is  a  new  combination  fuel- 

n7  water-  separator.  Designed  and  manufactured  | 

Parker's  Racor  and  Brazil  Filter  divisions, 

se  filter  units  help  eliminate  fuel 

itamination  and  protect  expensive 

ine  investments. 

round  the  world 
i  a  day  and  a  half 

lecently  a  Gulfstream  IV  business  jet  cut 
minutes  off  the  around-the-world  speed 
3rd,  completing  the  airborne 
:umnavigation  in  only  36  hours,  8  minutes, 
seconds.  This  exceptional  aircraft  relies  on 
■ker  for  its  performance,  since  14  different 
'ker  products  are  used  over  30  times 
oughout  the  plane.  Parker  Bertea 
rospace  supplies  the  primary  flight 
ltrols,  utility  hydraulic  actuators,  fuel 
tern  valves,  fuel  injection  nozzles,  fuel 
mtity  measuring  systems  and  central  aural 
rning  computers. 

only  is  Parker  on  the  record-setting  Gulfstream  IV,  our 
lucts  are  on  virtually  every  military,  commercial,  and  general 
tion  aircraft,  and  space  vehicle. 


At  Parker,  we  stay  close  to  our 
customers  all  over  the  world. 
One  example:  Our  plants  in 
Brazil,  serving  the  new 
Ford  Truck  Plant. 


1989  Record-Setting  Year 

(Fiscal  year  ended  6/30/89) 

Parker  Hannifin  Corporation  (PH-NYSE)  recorded 
record  sales,  net  earnings  and  earnings  per  share, 
including  the  effect  of  accounting  changes  and 
restructuring  charges  for  the  year  ended  June  30. 

Sales  totaled  $2.52  billion,  up  from  $2.25  billion  in 
fiscal  1988,  an  increase  of  1 1.9  percent.  Net  income, 
after  restructuring  charges  and  cumulative  effect  of 
accounting  changes,  increased  16.8  percent,  to  $124.5 
million,  compared  to  $106.5  million  a  year  ago. 
Earnings  per  share  were  $2.55,  up  from  $2.20  for  the 
previous  year.  Backlog  on  June  30,  1989  was  $1.14 
billion,  up  from  $1.10  billion  on  that  date  last  year. 


For  more  information  write: 
Parker  Hannifin  Corporation 
Dept.FB-11,  17325  Euclid  Avenue 
Cleveland,  Ohio  44 11 2- 1290 


*r  motion  and  control 


Parker 


Jon  M.  Huntsman  • 


Plastics.  Salt  Lake  City.  52.  Mar- 
ried. 9  children.  M.B.A.  usc;  also 
Wharton  grad.  Navy,  hew  1970; 
aide  to  Nixon;  Utah  chairman  Rea- 
gan, Bush  campaigns.  Worked  for 
la  plastic  egg-carton  maker  1960s. 
Went  on  own  1970,  bought  styrene 
plant.  Capitalized  on  industry 
weakness  early  1980s:  Bought  su- 
peraggressively  on  leverage;  total 
worldwide  capacity  now  3.1  billion 
lbs.  Also  325-million-lb.  polypro- 
pylene. Huntsman  getting  estimat- 
ed 10  cents/lb.  and  more  over  cost; 
that's  at  least  $135  million  positive 
cash  flow.  Industry  thriving  last 
two  years;  now  softening  a  bit.  60% 
Huntsman  Chemical,  100%  Hunts- 
man Polypropylene,  etc.,  worth 
over  $450  million. 

Robert  William  Galvin 

Motorola.  Barnngton  Hills,  111.  67. 
Married,  4  children.  Father  Paul 
founded  Galvin  Mfg.  Co.  1928  with 
$565,  made  car  radios;  WWII  walk- 
ie-talkies; 1947  first  tv  under  $200; 
renamed  Motorola.  Son  Robert 
groomed  for  presidency  from  age 
12;  quit  Notre  Dame  after  2  years; 
started  with  company  part  time 
1940,  full  time  1944.  President 
1956;  chairman,  ceo  1964;  stepped 
down  as  ceo  1986,  still  chairman. 
Son  Christopher  exec.  vi>.  Tradi- 
tional products  sold  off;  now  lead- 
ing manufacturer  radio  and  data 
communications,  some  portions 
semiconductors,  information  sys- 
tems, cellular  phones.  Instituted 
extensive  corporate  training  pro- 
gram: "We  have  farther  to  go  in 
terms  of  putting  everything  in 
place."  His,  family's  6%  Motorola 
stock  worth  $450  million. 

Robert  Einar  Petersen 

Publishing.  Beverly  Hills.  63.  Mar- 
ried Auto  mechanic's  son;  turned 
hobby  into  magazine.  With  $400 
and  partner,  put  together  Hot  Rod 
magazine;  hawked  for  25  cents  at 
races  1947.  Bought  out  partner 
1950;  Petersen  Publishing  now  16 
month1'  nd,    Guns   & 

Ammo    Skin  Dn  bimonthlies 

Acquh'  1988. 

"W(  a  lot  of 

iga- 


J.P.  Morgan  Sr.  sharply  telling  a  reporter  to  step  back.  Morgan,  born  rich, 
had  no  taste  for  publicity.  The  most  powerful  banker  in  the  world, 
he  liked  to  do  business  quietly.   "If  he  had  his  way,  "Morgan  complained  about 
the  reforming  Theodore  Roosei<elt,   'we'd  all  do  business  with  glass  pockets. " 


I    First  to  bag  polar  be 


1965.  "It  was  shoot  or  be  fatally 
mangled."  Pursues  all  activities  his 
magazines  cover:  "Except  for 
Teen."  Worth  at  least  $450  million. 


Michael  Robert  Forman  • 

Theaters,  inheritance.  54.  Bel  Air, 
Calif.  Divorced,  remarried;  2  sons, 
daughter,  all  from  previous  mar- 
riage. Father  William  started  dnve- 
ln  empire  1940s,  buying  vacant 
land  near  soon-to-be-built  freeway 
exits  (land  at  several  thousand  dol- 
lars 30  years  ago  now  up  to  $1  mil- 
lion per  acre).  Gradually  built, 
bought  or  leased  walk-in  theaters 
around  the  country  and  world  (to- 
day 300  screens,  only  50  drive-ins). 
Michael  worked  for  dad's  Pacific 
Theaters  1957  after  Stanford.  Fa- 
ther died  1981.  Son  very  private. 
Heavily  involved  in  philanthropies; 
lets  money  manager  Jim  Cotter  run 
his  fortune,  cousin  Jerome  run  the 
theaters.  Worth  over  $450  million. 


Seymour  Cohn 


Real  estate.  Palm  Beach  County, 
Fla.  79.  Widowed,  2  children. 
Great-grandparents  left  Germany 
for  nyc  1860s.  Started  real  estate 
business.  Seymour  quit  Rutgers  for 


family  firm  1931.  Younger  brother, 
Sylvan  Lawrence,  joined  1946.  First 
building  bought  for  $135,000  in 
1947.  Sylvan's  speculative  pur- 
chases created  short-term  losses 
but  impressive  long-term  gains: 
Bought  old  Port  Authority  Building 
for  $26  million  1973;  lost  $4  mil- 
lion a  year,  began  to  turn  1976;  now 
worth  $250  million.  Brothers  con- 
trolled some  120  buildings  mid- 
1970s;  largest  commercial  landlord 
in  lower  Manhattan.  Since  Sylvan's 
death  1981,  sold  $800  million 
worth.  Seymour's  half  of  fortune 
exceeds  $450  million. 

Anne  Burnett  Marion 

Inheritance.  Fort  Worth,  nyc.  50. 
Divorced  3  times,  remarried  (to 
Sotheby's  John  Marion);  1  daughter. 
Great-grandfather,  by  legend,  won 
Anne's  6666  Ranch  in  poker  game. 
Amassed  448,000  acres  in  west 
Texas.  Mother  "Big  Anne"  married 
Charles  Tandy,  founder  Tandy 
Corp.  (Radio  Shack).  Wedding  (her 
fourth)  generated  front-page  cover- 
age Fort  Worth  1969.  "They  should 
have  gotten  Justice  Department  ap- 
proval." Anne  inherited  1980;  di- 
versified, enlarged  fortune  through 
oil   and  gas   (started   Burnett   Oil 
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Co.),  venture  capital,  art.  Directs 
$190  million  Tandy  Foundation. 
Cultured  but  Old  Texas:  I.M.  Pei- 
designed  home,  hunts  quail  in  Jeep. 
Worth  at  least  $450  million. 

John  William  Berry  Sr. 

Yellow  Pages.  Dayton.  67.  Twice 
divorced,  remarried;  5  sons.  Army 
WWII.  Dartmouth.  Son  of  Loren  M. 
Berry,  traveling  salesman  who  took 
dreams  and  $200  to  Dayton  1910. 
Courted  Dayton  Home  Telephone 
Co.,  which  let  him  run  ad  sales 
campaign,  using  one-color  paper. 
"Mr.  Yellow  Pages"  died  1980  at 
91.  John  Sr.  bought  out  siblings; 
expanded  business.  Sold  L.M.  Berry 
&  Co.  for  estimated  $335  million  in 
BellSouth  stock  1986,  retired  1987. 
Chairman  Berry  Investments:  hold- 
ings include  hunting  supply  co.,  se- 
curity device  firm,  etc.  Son  John  Jr. 
now  heads  L.M.  Berry,  subsidiary  of 
BellSouth.  Fortune  worth  at  least 
$450  million. 

Joseph  S.  Gruss 

Investments,  oil.  nyc.  86.  Wid- 
owed; 1  son,  1  daughter.  Learned 
finance  from  banker  father  in  Po- 
land, left  country  1939  with 
$40,000,  bought  stock  exchange 
seat.  Spoke  no  English;  frugal — 
used  to  pound  on  office  wall  to 
summon  accountant  in  lieu  of  in- 
tercom. Formed  investment  house 
Gruss  &  Co.;  sank  profits  into  oil  & 
gas  from  1952  with  drilling  partner 
John  Cox  (which  see).  Oil  phenome- 
nally successful.  Deeply  religious, 
donated  $100  million  to  Jewish 
causes:  "This  is  my  monument." 
Son  Martin  now  runs  business;  sold 
off  half  of  oil  production,  plugging 
proceeds  into  stocks;  many  private 
deals.  Worth  over  $450  million. 


William  Gordon  Bennett 
William  Norman  Pennington 

Circus  Circus.  Partners.  Bennett: 
64,  Las  Vegas.  Pennington:  66, 
Reno.  Both  married,  2  children 
each.  Pennington  sold  gaming 
equipment  to  Bennett,  who  worked 
for  Del  Webb  1960s.  Joined  forces 
1971  to  distribute  slot  machines, 
buy  casino  with  earnings.  Got 
struggling  Circus  Circus  1974: 
theme  casino  with  live  circus  acts. 
Cut  costs,  focused  on  middle-in- 


come "low-rollers";  entertainment 
for  children  lures  parents.  Don't 
consider  selves  entertainers.  Ben- 
nett: "I'm  strictly  a  businessman 
interested  in  profits,  not  shows." 
Now  six  properties,  four  are  theme 
hotels.  Seventh,  to  be  biggest  resort 
in  world,  to  open  next  year:  Excali- 
bur  (medieval  theme,  live  jousting, 
slick  promotion).  Pennington  now 
retired.  Both  selling  stock  to  diver- 
sify. Each  has  fortune  worth  at  least 
$445  million. 

Walter  Herbert  Shorenstein 

Real  estate.  San  Francisco.  74.  Mar- 
ried; 1  daughter,  1  son  in  business. 
After  Air  Force,  hired  as  real  estate 
salesman  for  Milton  Meyer  &  Co. 
1946.  Was  named  partner  1951.  Af- 
ter Meyer  died,  bought  company 
outright  1960,  built  up.  Analyst: 
"Shorenstein  owns  about  one  third 
of  the  office  space  in  San  Francis- 
co." Over  4.5  million  sq.  ft.  office 
space,  50%  of  three  theaters;  man- 
ages another  14.5  million  sq.  ft.  Put 
up  only  $2  million  in  equity  to  buy 
$660  million  Bank  of  America 
headquarters  1985.  Powerful  fun- 
draiser for  Democratic  Party;  do- 
nates millions  to  education. 
Daughter  is  Broadway  producer 
(Fences).  Real  estate,  etc.  worth  at 
least  $440  million. 


Max  Martin  Fisher 


Oil,  investments.  Detroit,  nyc, 
Palm  Beach.  81.  Widowed,  remar- 
ried; 5  children.  Father,  Russian 
immigrant  peddler,  built  small  re- 
finery. Max  joined  1930,  got  gaso- 
line brokers  to  finance  new  refin- 
ery; "I  guess  I  must  have  hood- 
winked them."  Developed  one  of 
Midwest's  largest  independents; 
sold  to  Marathon  Oil  1959  for 
stock,  tendered  to  U.S.  Steel  1982. 
Invested  in  Irvine  Ranch  with  Al 
Taubman  (which  see),  also  11.5% 
Sotheby's.  Real  vocation  since  oil: 
politics,  philanthropy.  Staunch 
supporter  gop,  Israel,  Detroit  revi- 
talization.  Donates  heavily.  "I  be- 
lieve I  have  an  obligation  as  an 
American  citizen  to  make  a  contri- 
bution." Net  worth  $440  million. 

William  Robert  Berkley 

Food  processing,  insurance.  Green- 
wich, Conn.  43.  Married,  3  chil- 
dren. After  father  died  followed 
stocks  in  estate;  bought  Chrysler 
after  impressed  by  new  president's 
answers  to  phone  queries  age  15. 
Whiz  kid,  managed  $23  million  for 
clients  right  after  Harvard  Business 
School  age  23;  left  stocks  early 
1970s:  "Too  cumbersome  manag- 
ing other  people's  money."  Began 
buying  companies  in  "fragmented 


Eve  Arnold  Magnum 


J'oan  Crawford  at  a  board  meeting  of  the  Pepsi-Cola  Co. ,  shortly  after  the 
death  of  her  husband.  Chief  Executive  Alfred  Steele.  The  board  thought 
she  would  do  as  she  was  told.  "Mommie  Dearest"  had  other  ideas. 
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A  LONG-TERM  LEADER 


Magellan:  #1  for 
Long-Term  Growth. 

Fidelity  Magellan  Fund  is  ranked  #1  of  all  mutual  funds  for  10  and  15  year 
performance  ended  6/30/89.*  And  Magellan  has  outperformed  98%  of  all 
funds  for  5  years  and  92%  of  all  funds  for  1  year.*  Of  course  past  perfor- 
mance is  no  guarantee  of  future  results.  But  if  you're  looking  for  an  aggressive 
growth  fund,  look  at  the  record.  There  is  only  one  Magellan  Fund. 

*The  fund  is  ranked  #1  out  of  363  funds.  #1  out  of  42"  funds,  #16  out  of  683  funds  and  #112  out 
of  1 SS2  funds  for  15, 10.  5  and  1  year  performance  for  periods  ending  6/30/89  according  to  Lipper 
Analytical  Services.  Inc.,  an  independent  mutual  fund  performance  monitor. 


Fidelity  Magellan'"  Fund.  For  more  complete  information, 
including  management  fees,  expenses  and  the  fund's  3 %  sales  charge,  call  or  write  tor  a 
free  prospectus.  Please  read  it  carefully  before  investing  or  sending  money.  Fidelity 
Distributors  Corporation  (General  Distribution  Vgent).  P.O.  Box  660603.  Dallas.  TX 
75266-0603.  Service  for  the  hearing  impaired.  TDD/1-800-544-0118. 


A 


Fidelity  Bj-3  Investments 

~    ^f     ▼       CODE:  FORB/MAG/102389 


Personal  Affairs  welcomes  British  Airways 
to  its  premiere  issue  October  23rd. 


industries  no  one  else  wants":  spe- 
cialty insurance,  food  distribution 
and  manufacture,  fire  extinguisher 
service.  Shuns  cyclical,  trendy 
businesses:  "In  insurance,  I  can  pre- 
dict the  cycles."  Business,  invest- 
ments worth  $440  million.  "It's  not 
so  bad  being  on  the  Forbes  list." 

Bella  Wexner 

The  Limited,  Inc.  Columbus,  Ohio. 
Mid- 70s.  Widowed,  2  children. 
Mother  of  Leslie  Wexner  (which  see), 
founder  of  vast  women's  apparel 
empire.  Bella  worked  as  depart- 
ment store  buyer,  then  opened 
broad-line  women's  clothing  store, 
called  "Leslie's,"  after  her  son, 
with  husband  Harry  (d.  1975). 
Joined  son's  separate  store  as  he 
began  expansion  nationwide  as  the 
Limited,  added  other  chains;  Bella 
still  active,  occupies  peach-colored 
office  across  from  her  son.  Director, 
company  secretary,  adviser  to  Les- 
lie. Supports  local  charities;  wary  of 
publicity.  Shares  of  Limited  stock 
make  her  worth  $440  million. 

Robert  Rich  Sr. 

Rich  Products  Corp.  Point  Abino, 
Ont.  and  Palm  Beach,  Fla.  and  Buf- 
falo, N.Y.  76.  Married,  3  children. 
Learned  family  dairy  business; 
bought  own  milk  co.  1935.  Dis- 
liked: "Everyone  had  the  same 
product  to  sell."  Developed  solitary 
niche:  frozen  soybean-based  whip- 
ping cream;  then  evaded  competi- 
tion with  series  of  innovative  prod- 
ucts, mostly  internally  created.  Fo- 
cused on  nascent  institutional 
market  for  security  (costly  promo- 
tion less  important);  still  bulk  of 
sales.  Nondairy  creamer  1961:  led 
to  lawsuits  accusing  company  of 
imitation  and  inferiority  in  40 
states;  vindicated  in  court  by  prod- 
uct "superiority."  Company  owns 
aaa  baseball's  Buffalo  Bisons; 
wants  to  go  major.  Rich  Products 
worth  at  least  $440  million. 


Claude  Bernard  Pennington 

Oil  &  gas.  Baton  Rouge,  La.  89. 
Married,  1  son  (killed  in  oil  rig  acci- 
dent 1958).  Father  was  eye  and  ear 
doctor.  Joined  father's  clinic  1925. 
Born  the  year  after  state's  first  oil 
strike;  turned  to  oilfields  after  fa- 
ther's death.  Endured  dry  holes  in 
Tuscaloosa  Trend;  first  big  gushers 
1952.  Attitude:  "I  just  sort  of  ex- 
pected them."  Late  Seventies,  with 
deep  drilling,  nation's  major  oil 
companies  flocked  to  field.  "Doc" 
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Welcome  to  The  Ritz-Carlton.  And  a  tradition 
of  elegance-and  luxury  in  grand  hotels  and 
resorts  that  remains  unequalled.  For  business 
or  pleasure.  With  fine  antiques  and  oils  at  every 
turn.  Gracefully  appointed  guest  rooms  and 


suites.  Superb  dining.  Magnificent  boardrooms 
and  ballrooms  for  gatherings  of  every  kind.  And, 
of  course,  uncompromising  personal  service. 
Wherever  in  the  world  you  may  find  us.  For  res- 
ervations, please  call  toll  free  1-800-241-3333. 


The  Ritz-Carlton 


Atlanta  ■  Buckhead  (Uptown  Atlanta)  •  Boston  ■  Dearborn.  Michigan  •  Houston  •  Kansas  City.  Missouri  •  Lacuna  Niguel  California  ■ 

Naples,  Florida  •  New  York  ■  Phoenix  ■  Rancho  Mirage  (Palm  Springs)  •  Washington,  D.C  ■  Opening  1990:  Aspen  •  Cleveland  •  Double  Bay  Australia  ■ 

Marina  del  Rey,  California  •  Mauna  Lani.  Hawaii  ■  Palm  Beach,  Florida  •  Pentagon  City  (Arlington,  Virginia)  ■  Philadelphia  • 

San  Francisco  •  St  Louis  •  Sydney,  Australia 
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has  interest  in  at  least  100  wells  in 
7  states,  also  over  $100  million  in 
local  banks.  Donated  over  $125 
million  (in  oil,  stocks,  bonds)  to 
create  Pennington  Biomedical  Re- 
search Center  at  lsu.  Net  worth 
believed  to  exceed  $430  million. 

Stanley  Irving  Stahl 

Real  estate,  nyc.  65.  Divorced,  re- 
married; 1  son,  2  stepchildren.  Real 
estate  broker  1947.  With  commis- 
sions, bought  first  Manhattan  apt. 
bldg.  1948  "the  usual  way:  I  saved." 
Gambled  everything  1962:  built 
1.76-million-sq.-ft.  office  tower  at 
277  Park  Ave.  Now  Chemical  Bank 
Building,  worth  minimum  $170 
million.  Expanded  since:  Not  co- 
oping his  2,800  Manhattan  apts.:  "I 
think  it's  too  much  of  a  hassle." 
Won  1977  court  ruling  denying  apt. 
leases  to  "intelligent"  persons — 
i.e.,  would-be  tenants  who  know 
how  to  manipulate  extremely  com- 
plex nyc  rent-control,  lease  law. 
Also  has  pieces  6  other  nyc  office 
bldgs.  Net  worth  estimated  over 
$430  million. 

Leonard  Samuel  Skaggsjr. 

American  Stores  Co.  Salt  Lake 
City.    66.     Married,     4    children. 


Transformed  handful  of  drug- 
stores, supermarkets  into  billion- 
dollar  company.  Grandfather 
opened  Skaggs  Cash  Store,  Idaho 
1915.  Six  sons  all  known  by  ini- 
tials (O.P.,  M.G.,  L.L.,  L.J.,  S.A., 
L.S.)  took  over,  expanded  into 
Safeway  chain.  Payless  Drug 
Stores  bought  by  L.S.  Sr.  1939.  L.S. 
Jr.  joined  at  age  14,  took  over  in 
1950.  Pioneered  drug/grocery  store 
combination  with  foe  Albertson 
(which  see)  1970,  a  huge  success. 
Amicable  split  1977;  American 
Stores  now  $18.5  billion  sales. 
Purchased  Jewel  Cos.  for  $1.1  bil- 
lion, Lucky  Stores  for  $2.5  billion. 
"Sam"  shuns  publicity.  Worth  es- 
timated at  least  $430  million. 

Samuel  Zell 
Robert  Harris  Lurie 

Partners.  Real  estate,  investments. 
Chicago.  Started  investing  in  Ann 
Arbor  real  estate  as  U.  of  Michigan 
fraternity  brothers.  In  early  1970s 
made  big  bucks  turning  around  real 
estate  investment  trusts.  Bought 
Sunbelt,  then  rust  belt  properties; 
rehabbed  for  fraction  of  new  con- 
struction cost;  sold  some  for  big 
gains;  bought  more.  Now  do  same 
with  troubled  companies — e.g., 
Itel.     With     controlling     interest, 


WMFCil< D,s"  </?«"  Pearl  Harbor,  submitting  his  design  for  a  Mickey 

**  '  sed,  if  necessary,  b\  children.  The  gas  mask,  of  course, 

'  w profit,  but  Disney  was  the  first  person  to  turn  a 
line 


raised  Itel  revenues  from  $100  mil- 
lion 1985  to  $1.7  billion  1988,  re- 
cently added  Signal  Capital  (Itel 
now  nation's  largest  railcar  lessor), 
equity  stakes  in  Santa  Fe  Southern 
Pacific  and  Great  American  Man- 
agement &  Investment.  Sam: 
"We're  in  the  value  enhancement 
business."  Sam,  self-described 
"grave  dancer":  47.  Married,  3  chil- 
dren. Unorthodox,  flamboyant,  pre- 
fers denim  to  pinstripes.  Robert:  47. 
Married,  6  children.  Hates  being 
called  a  "Woody  Allen  lookalike," 
shuns  publicity.  Bob  crunches  the 
numbers,  Sam  does  deals:  "I'm 
gonna  be  a  postman  next  year.  I 
spend  my  whole  life  putting  letters 
in  boxes."  Share  empire  worth  over 
$850  million. 

Larry  Abraham  Silverstein 

Real  estate,  nyc.  58.  Married,  3 
children.  Father  Harry  nyc  real  es- 
tate broker,  investor  specialized  in 
leasing  loft  space;  Larry,  now  ex- 
brother-in-law  Bernie  Mendik 
(which  see),  joined  1950s,  pushed 
into  property  syndication.  "If  we 
stayed  in  the  brokerage  business, 
we  were  going  to  starve  to  death." 
Split  with  Bernie  1977,  bought  nyc 
office  space;  controls  over  10  mil- 
lion sq.  ft.  Built  $300  million,  2 
million  sq.  ft.  7  World  Trade  Center 
1986:  "Our  timing  was  absolutely 
perfect."  Maybe,  but  took  over  2 
years  to  sign  anchor  tenant:  finally, 
1  million  sq.  ft.  to  Salomon  Bros. 
Revamping  old  Herald  Square  Gim- 
bels  with  Mel  Simon  (which  sec) 
Net  worth  at  least  $420  million. 

Paul  Milstein 
Seymour  Milstein 

Brothers.  Real  estate,  investments. 
nyc  and  Scarsdale,  N.Y.  Seymour: 
69.  Married,  2  children.  Paul:  67. 
Married,  4  children.  Father  Morris 
(d.  1972)  founded  Circle  Floor  Co. 
1919;  floored  nyc  landmarks: 
Rockefeller  Center,  United  Na- 
tions, Lincoln  Center.  Paul  dropped 
out  of  nyu  to  join  army  WWII,  later 
headed  Circle;  Seymour  president 
Mastic  Tile  Co.,  manufacturer  of 
vinyl  floor  tiles;  both  sold.  Paul  led 
plunge  into  development  with  684- 
unit  Dorchester  Towers  apts.; 
opened  1964  in  midst  of  glut;  Mil- 
steins  persevered,  prospered.  Now 
own  nyc  hotels,  office  space,  plus 
residential.  Paul:  "Real  estate  is  a 


FORBES  400/OCTOBER  23,  1989 


'y-xvmf: 


DO 


DO  NOT 


ENTER 


To  see  why  we  made  the  sign  on  the  right, 
look  at  the  one  on  the  left. 


Anytime  you're  driving  at  night,  what  you  can't  see  can 
hurt  you. 

That's  why  3M  invented  Scotchlite™  reflective 
sheeting  with  up  to  ten  times  the  reflective  capability  of 
other  sign  materials.  So  visibility  and  safety  are 
dramatically  improved,  especially  for  older  drivers  and 
those  with  poor  night  vision. 

But,  this  is  just  one  innovative  way  3M  is  making 
your  world  a  little  safer. 


0  JM  1989 


We  also  provide  Safety-Walk™  anti-slip  mats  for 
business  and  industry.  And,  a  wide  range  of  health  care 
products,  including  drapes,  masks  and  dressings  to  help 
reduce  the  risk  of  infection  during  and  after  surgery. 

In  fact,  3M  is  constantly  solving  problems  with 
breakthrough  ideas,  from  our  industrial,  health  care  and 
office  products,  to  those  you  use  at  home.  So  that  every 
day,  in  135  countries  around  the  world,  people  benefit 
from  3M  products  and  services. 

Innovation  working  for  you" 


THE 
PENINSULA 

NEW  YORK 


NEW  YORK 


IS  NOW  HOME 


TO  ANOTHER 


GREAT 


CLASSIC. 


THE  PENINSULA 


A  truly  great  hotel 
in  t lie  city's  greatest  locution 

Fifth  Avenue  and  55th  Street 


The  Peninsula,  New  York 

(818)847-8800 
Toll  Free:  (800)  868-9467 

Ihi^adw^HotelsofltKfWorid 

'11k-  Leading  Hotels  ofThe  World 
loll  Free  (800)223-6800 


Preferred  1  lotels  Worldwide 
Toll  Free:  (800)383-7500 


Steigenberger  Reservation  Servic  .. 
[800)883-5658 
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WW  1/  Warner,  of  Warner  Bros., 
mm    with  his  daughter  Betty,  arriving 
in  New  York  from  Europe,  Aug.  5,  1930. 
In  the  1920s  Hollywood  moguls  and  stars 
replaced  Sew  York  social  lions  and 
businessmen  as  the  nation  s  leading 
source  of  gossip,  scandal  and  tales  of 
limitless  wealth  and  spending. 


hobby  with  me."  Took  over  United 
Brands  1975;  ran  firm  together, 
then  sold  for  $40  million  profit  in 
1984.  Picked  up  distressed  Emi- 
grant Savings  Bank  1986.  Caused 
apoplexy  in  preservationists  by  raz- 
ing landmark  Palm  Court  lobby  in 
Biltmore  Hotel.  Building  low-in- 
come housing  with  nyc  for  limited 
profit.  Share  fortune  amounting  to 
$840  million.  Paul:  "It  only  takes 
two  seconds  to  make  a  decision  if 
you  know  your  work." 

Howard  Butcher  Hillman  • 
Tatnall  Lea  Hillman  * 

Inheritance.  Adopted  sons  of  |ohn 
Hartwell  Hillman,  stepbrothers  of 
Henry  (wbtcb  see)  John  H.  "Hart" 
took  over  father's  coal,  iron  ore  bro- 
kerage; expanded  into  ownership  of 
coal  mines,  blast  furnaces;  then 
banking,  real  estate,  etc.  Looked  for 
underlying  value,  created  Pitts- 
burgh's second  great  industrial  em- 
pire after  Mcllons  during  robber  bar- 
on era.  Worked  in  shirtsleeves,  derby 
hat.  When  Henry's  mother  died, 
married  Dora  Keen  Butcher  (d. 
1982),  adopted  her  two  sons.  Left 
rhemathirdof  Hillman  Co.  Howard: 


Greenwich,  Conn.  55.  Married,  2 
children.  Majored  economics, 
Princeton  1956.  Navy.  Harvard 
M.B.A.  1960.  Stint  at  Chemical 
Bank,  nyc.  Venture  capitalist,  other 
investments  through  Taconic 
Group.  Tatnall:  Radnor,  Pa.  51.  Di- 
vorced, 4  children.  Majored  biology, 
Princeton  1959.  Navy.  Taught  sci- 
ence Princeton  Day  School  mid- 
1 960s;  now  self-employed  computer 
programmer/analyst.  Concerned 
with  nation's  defense;  supports  con- 
servative candidates.  Very  low  pro- 
file. Brothers'  share  of  Hillman  for- 
tune estimated  some  $840  million. 

Guilford  Glazer 

Real  estate.  Beverly  Hills.  68.  Di- 
vorced, remarried;  2  children. 
Worked  in  father's  welding  shop 
Knoxville,  Term.;  studied  metallur- 
gy and  engineering  in  college.  After 
Navy  WWII,  helped  transform  fa- 
ther's business  into  large  structural 
steel  plant.  Then  built  apt.  building 
for  widowed  mother;  first  shopping 
center  in  Oak  Ridge,  Tenn.  1954; 
sold  for  around  $41  million  1989. 
After  dispute  with  brothers  over 
apts.,  headed  to  southern  California 
for  climate:  "Every  day  is  like  a 
vacation  here."  Went  back  to  work: 
Opened  la's  Del  Amo  Fashion  Cen- 
ter 1971;  now  nation's  largest  mall. 
Guil  known  for  attention  to  details. 
Works  with  Soviets  on  Jewish  emi- 
gration. Equity  in  properties  esti- 
mated at  $420  million. 


James  Laurence  Walton 

Wal-Mart  Stores.  Bentonville,  Ark. 
67.  Divorced,  2  daughters.  Operat- 
ed small  five-and-ten  store  in  Mis- 
souri. Joined  older  brother  Sam 
(which  sec),  whose  merchandising 
concept,  large  discount  stores  in  ru- 
ral towns,  took  off.  Brothers  ex- 
panded to  16  stores  in  10  years, 
became  Wal-Mart  1962.  Mastered 
logistics  of  supplying,  managing 
large  chain:  now  over  1,300  Wal- 
Mart  stores,  1989  sales  $20.6  bil- 
lion. James  (Bud)  low  profile,  quiet, 
ran  real  estate.  Now  senior  vp  gone 
fishin';  prefers  solitude  of  fisher- 
man's boat  in  Venezuela,  Alaska, 
etc.  to  Bentonville  headquarters. 
His  10.3  million  shares  Wal-Mart 
worth  about  $415  million. 

John  G.  Rangos  Sr.  • 

Solid  waste.  Pittsburgh.  58.  Mar- 
ried, 2  children.  Chambers  Devel- 
opment fastest-growing  in  garbage 
industry:  estimated  1989  sales  $190 
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There's  a  new 

symbol  for  quality 

in  America. 
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Buick.  Now-the  quality  you  want 
in  an  American  car. 


For  some  people,  "import"  is  synonymous 
with  "quality."  But  here's  something  new  to 
think  about. 

One  American  car  company— Buick— now 
offers  some  of  the  most  trouble-free  domes- 
tic cars  you  can  own.  And  that's  according  to 
the  most  recent  J.D.  Power  and  Associates 
Initial  Quality  Survey.SM* 

The  1990  Buick  LeSabre  is  the  latest  edition 
of  the  most  trouble-free  American  car.  While 
the  1990  Buick  Riviera  and  Electra  are  the 


latest  editions  of  the  most  trouble-free 
American  luxury  cars.  So  now  you  can  get  the 
quality  you  demand  in  an  American  car. 

Buick  ranks  among  the  most  trouble-free 
American  brands.  This  marks  an  improvement 
in  Buick  quality  for  three  years  in  a  row.  Now. 
we're  aiming  for  four  in  a  row.  The  1990 
Buicks  are  here.  See  them  at  your  Buick  dealer. 

'J.D.  Power  and  Associates  1989  Initial  Quality  Survey 
covering  November  and  December.  1988.  Based  on  owner- 
reported  problems  during  the  first  90  days  of  ownership. 


Premium  American  Motorcars. 


1 1989  GM  Corp.  All  rights  reserved. 

LeSabre  is  a  registered  trademark,  and  Electra  and  Riviera  are 

trademarks  of  General  Motors  Corporation. 


See  your  dealer  for  terms  and 

conditions  of  the  limited  warranty. 

Let's  get  it  together. .buckle  up. 


"Around  the  world  or  around  thil 
country,  well  go  as  far  as  it  take] 
to  prove  our  point  about  the  1 
Gulfstream  IV." 


"Not  long  ago,  we  flew  our 
Gulfstream  IV  around  the  world  in 
record  time.  Not  once,  but  twice. 

The  first  time,  we  went  westbound 
from  Paris  and  came  back  in  about 
46.5  hours.  The  second  time,  we  went 
eastbound  from  Houston  and  returned 
in  a  little  over  36  hours. 

These  two  flights  went  far  beyond 
what  any  other  commercial  or  corpo- 
rate aircraft  had  ever  done,  and  in  most 
cases,  could  do  at  all. 

There's  no  doubt  we  proved  that  the 
Gulfstream  IV  is  everything  we  say  it 
is:  unquestionably  superior  in  range 
and  speed;  that  its  engines  and  systems 
are  incredibly  reliable;  and  that  we 
have,  in  fact,  designed  and  built  a  truly 
amazing  airplane  for  use  by  the  world's 
major  corporations  and  governments. 

We  like  to  think  we  also  made  a 
strong  case  for  our  position  that  the 
Gulfstream  IV  can  handle  almost 


by  Allen  E.Paulson 

Chairman  and  Chief  Executive  Officer 
Gulfstream  Aerospace  Corporation 


anything  you  ask  of  it.  That  maybe  the 
Gulfstream  IV  could  very  well  be  all 
the  business  airplane  you  ever  need 
to  own. 

Certainly,  a  business  jet  that  can  fly 
non-stop  from  Hobby  to  Shannon 
ought  to  be  able  to  make  a  trip  from, 
say,  Palwaukee  to  Dulles  and  back  in  a 
single  day.  In  the  case  of  the  Gulfstream 
IV,  it  can  add  several  other  airports  to 
an  itinerary  like  that,  and  go  the  whole 
day  without  refueling. 

Those  airports  don't  have  to  be  major 
ones,  either.  The  Gulfstream  IV  can 
get  into  and  out  of  hundreds  of  places 
where  you  normally  only  find  jets  half 
its  size.  And  that's  not  only  because  of 


As  a  pilot,  Allen  Paulson  has  an  innate  under- 
standing of  aircraft  design  and  performance. 
As  an  executive,  his  insights  into  successful 
corporate  operations  have  made  him  an 
aerospace  industry  leader. 
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is  performance,  but  also  because  it's  a 
ood  neighbor. 

Speaking  of  size,  that's  another 
gason  the  Gulfstream  IV  can  do  so 
nuch  more  than  other  business  jets. 

The  Gulfstream  IV  is  a  big  airplane, 
m  purpose.  It  has  a  big,  comfortable 
abin  that  will  hold  a  big  payload  of 
•assengers  and  baggage.  (Remember, 
t  can  take  more  people  more  places 
aster  than  any  other  jet  designed  for 
xecutive  travel.) 

It  has  big,  reliable  Rolls-Royce 
ngines  that  also  power  airliners. 

It  has  a  big  cockpit,  with  the  biggest 
pplication  of  advanced  flight  systems 
echnology  in  any  business  aircraft. 

Everything  about  the  Gulfstream 
V  seems  to  instill  big  confidence.  (In 
iur  experience,  people  seldom  pass  up 
he  opportunity  to  ride  in  it  and  pilots 
lways  want  to  fly  one.) 

We  can  show  you  why  that's  true, 


Executives  have  always  preferred  the 
spaciousness  of  the  Gulf  stream-size  cabin, 
in  which  custom-designed  interiors  can  be 
engineered  to  provide  optimum  comfort  on 
flights  of  any  duration. 

and  we  can  do  it  on  an  actual  business 
trip  you  and  your  key  executives  have 
to  make. 


If  you  need  to  go  to  five  or  six  cities 
where  commercial  airline  service  is 
either  token  or  forgotten,  we'll  show 
you-perhaps  in  a  single  day-how  easy 
the  Gulfstream  IV  makes  it. 

If  you  need  to  go  between  cities 
separated  by  5,000  miles  or  so,  we'll 
show  you  why  there's  nothing  quite 
like  making  the  trip  non-stop  in  a 
Gulfstream  IV 

Call  Robert  H.  Cooper,  our  Senior 
Vice  President,  Gulfstream  Marketing, 
at  (912)  964-3234,  and  discuss  your 
requirements  with  him.  One  thing 
you'll  learn  is  that  we'll 
go  as  far  as  it  takes  to 
prove  our  point  about      ^™ 
the  Gulfstream  IV" 


Gulfstream 

krospaci 

A  CHRVSLEfl  COMPANY 


The  Gulfstream  IV. 

The  pursuit  of  perfection. 
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million,  versus  1980  sales  of  $4.4 
million.  Small  builder  landfills,  gar- 
bage hauler,  Rangos  used  shrewd 
management,  modern  methods  to 
cut  haulage  charges.  Anticipated 
landfill  shortages,  bought  up  many 
cheap,-  found  ways  to  meet  tough 
environmental  standards.  Builds 
white-hat  image  in  notoriously  cor- 
rupt industry  to  boost  business: 
sales  up  sixfold,  shares  quadrupled 
since  1986.  Archon  (highest  lay  of- 
fice) in  Greek  Orthodox  Church. 
Rangos,  sons  John  Jr.  (vp  opera- 
tions), Alexander  (vp  corporate  de- 
velopment) run  company,  own 
stock  worth  $415  million. 

Robert  Alfred  Lurie 

Real  estate,  inheritance,  sf.  60.  Di- 
vorced, remarried;  6  children.  Son 
of  Louis  R.  Lurie,  flamboyant  real 
estate,  entertainment  mogul  who 
purchased  $1,000  printing  firm  at 
14  in  Pacific  Northwest.  Built  300 
buildings  Chicago,  sf;  financed 
Broadway  hits:  South  Pacific,  West 
Side  Story,  Fiddler  on  the  Roof;  d. 
1972.  Son  Robert,  introverted, 
press-shy,  inherited  empire.  Con- 
servative caretaker:  shuns  debt  and 
acquisitions.  Real  love:  San  Fran- 
cisco (baseball)  Giants;  owner  since 
1976.  "More  interesting  and  chal- 
lenging than  making  real  estate 
deals."     New     stadium     proposal 


awaits  November  voter  approval. 
sf,  Chicago  real  estate,  other  assets 
worth  at  least  $415  million. 

Roy  Michael  Huffington 

Oil.  Houston.  71.  Married,  2  chil- 
dren. Father  killed  during  oil  explo- 
ration cruise  through  South  Ameri- 
ca. After  geology  Ph.D.  from  Har- 
vard, landed  job  exploring  oil  for 
Humble  Oil  (now  part  of  Exxon); 
formed  Huffco  1956.  "I  had  excel- 
lent training."  Skills  proved  valu- 
able after  realizing  oil-producing 
potential  of  Indonesia  area  that  re- 
sembled Gulf  of  Mexico;  major 
gusher  1972  (had  partners,  but  held 
17%).  "One  has  to  have  an  entre- 
preneurial bent."  Has  sold  $100 
million  worth  of  oil  companies  to 
date.  Both  children  in  business; 
daughter  is  vp;  son  married  to  con- 
troversial Picasso  biographer 
Arianna  Stassinopoulos.  Worth  at 
least  $410  million. 

Patrick  Joseph  McGovern 

Publishing.  Nashua,  N.H.  51.  Di- 
vorced, remarried;  4  children. 
Earned  mit  scholarship  building 
unbeatable  tic-tac-toe  machine. 
Founded  International  Data  Group 
1964  to  provide  market  research  to 
computer  makers.  Started  Compu- 
terworld  newspaper  to  deliver  infor- 
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T%ichard  C.  l)u  Pont,  of  the  innumerable  Delaware  clan,  after  setting  altitude 
MM  and  distance  records  for  gliders  in  1930.  He  would  die  in  a  i>lider  crash 
'32. 


mation  on  computer  user  habits 
1967;  now  produces  over  120  com- 
puter publications  in  40  countries, 
cw  still  almost  35%  projected  1989 
total  idg  sales.  Once  preeminent, 
cash-strapped  idg's  market  share 
now  second  to  Ziff.  Amiable  Pat 
says  computers  can  promote  world 
peace  by  increasing  information 
flow.  25%  of  stock  now  owned  by 
employees.  Pat's  net  worth  esti- 
mated at  least  $410  million. 

Marshall  Naify 
Robert  Allen  Naify 

Brothers.  San  Francisco.  Movie  the- 
aters, cable  tv.  Lebanese  immi- 
grant father  began  in  Atlantic  City 
movie  theater  1912,  moved  to  Cali- 
fornia, founded  United  Theater 
chain  1920s.  Half  acquired  by  Unit- 
ed Artists  theater  circuit  1950. 
Sons  began  as  ushers,  projection- 
ists. Rest  acquired  1963,  but  Naify 
boys  took  control.  Also  pioneered 
cable  systems  1950s.  Decentralized 
company.  Sold  out  to  Tele-Com- 
munications Inc.  1986  for  rights  to 
14  million  shares,  $150  million 
cash.  Marshall:  69.  Married,  3  chil- 
dren. Works  at  home  in  jogging 
gear,  described  as  "oddball."  Quit 
as  chairman  1978,  returned  1982. 
Robert:  67.  Married,  6  children.  Re- 
clusive, ran  daily  affairs;  now  to 
senior  vp.  Both  own  stake  in  Todd- 
ao  postproduction  co.  Share  to, 
Todd-AO  stock  recently  worth  $820 
million. 

Oakleigh  Blakeman  Thome 

Commerce  Clearing  House.  Mill- 
brook,  N.Y.  57.  Divorced,  remar- 
ried; 3  sons,  1  daughter.  Prudent 
namesake  great-grandfather  bought 
Commerce  Clearing  House  1907, 
six  years  before  federal  income  tax 
law.  Company  became  largest  pub- 
lisher updatable  tax  guides  for  law, 
accounting,  government  profes- 
sionals: Internal  Revenue  Service 
chief  subscriber.  Current  Oakleigh 
not  directly  involved  in  manage- 
ment: Visits  Rivcrwoods,  111.  office 
once  a  month.  Oldest  son,  vp,  over- 
sees Thome's  four  other  companies 
out  of  nyc  offices,  aspires  to  ceo. 
Chairman  Thorne  lives  at  family's 
200-year-old,  600-acre  farm 
"Thorndale,"  upstate  N.Y.,  raises 
Thoroughbreds,  orchids.  Fortune 
over  $405  million. 
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Conrad  Hilton  setting  off  to  open  the  Istanbul  Hilton  with  a  beiy  of  Hollywood 
celebrities,  1955.  Along  with  columnists  Louella  Parsons  (second from  left) 
andHedda  Hopper  (second  from  right)  are  Merle  Oberon,  Irene  Dunne, 
Ann  Miller  and  Sonja  Henie. 


Alfred  James  Clark 


Construction,  real  estate.  Easton, 
Md.  61.  Married,  3  children.  Virgin- 
ia-born; couldn't  afford  Cornell  tu- 
ition; studied  engineering  U.  of 
Maryland.  Field  engineer  Hyman 
Construction  1950  (revenues  then 
$3.5  million),  ceo  1969.  Spun  off 
Omni  Construction  1977.  Both  now 
part  of  Clark  Construction  Group, 
3rd-largest  U.S.  general-building 
contractor,  $1.13  billion  in  new 
contracts  1988.  "The  King  of  Con- 
crete" preeminent  D.C.  builder: 
L'Enfant  Plaza,  National  Museum 
of  Natural.  History,  Four  Seasons 
Hotel,  many  projects  with  Oliver 
Carr  (which  see).  Rises  5  a.m.,  exer- 
cises 2  hours;  helicopters  to  work. 
Silent  partner  many  D.C.  buildings. 
With  stocks,  real  estate,  net  worth 
believed  to  far  exceed  $400  million. 

Cyril  Wagner  Jr. 

Jack  Eugene  Brown 

Partners.  Oil,  investments.  Mid- 
land, Tex.  Began  Wagner  &  Brown 
Oil  Properties  1962  with  hand- 
shake. "We  just  complement  each 
other."  Built  up  rich  oil  holdings 
Tex.,  N.M.,  La.,  Mich.,  Rockies;  di- 
versified into  real  estate,  plastics, 


etc.  Cy:  55.  Divorced,  remarried;  5 
children.  Born  Tulsa;  geologist  out 
of  U.  of  Oklahoma;  the  dealer.  Jack: 
64.  Married,  3  children.  Native 
Texan;  engineer  out  of  Texas 
A&JV1.  "Brown  knows  a  good  deal 
when  he  sees  it.  Wagner  knows 
how  to  sell  it."  Entered  takeover 
game  with  T.  Boone  Pickens  in 
1984  failed  Gulf  bid,  made  $70  mil- 
lion; also  Pickens'  runs  for  Unocal, 
Phillips  Petroleum.  Went  on  alone 
as  Desert  Partners  1984,  string  of 
defeats:  Midcon  1985;  Lear  Siegler 
1986,  GenCorp  1987;  use  Corp.  af- 
ter Black  Monday.  Recently  bought 
Insilco  Corp.,  industrial  conglom- 
erate; moved  hq  to  Midland.  To- 
gether, Cy  and  Jack  share  fortune 
still  estimated  over  $800  million, 
and  successful  at  last. 

Dennis  Washington  • 

Entrepreneur.  Missoula,  Mont.;  Sun 
Valley,  Idaho.  54.  Married,  2  sons. 
Got  loan  from  local  Caterpillar  deal- 
er 1964,  launched  construction 
business  same  year  he  married.  First 
job  won:  visitor  center  in  Glacier 
National  Park.  Soon  Montana's 
largest  contractor.  Saw  closed  Ana- 
conda Copper  Mine;  stole  tor  song 
and  about  $20  million  1986  from 


Arco.  Copper  took  off.  Sold  49.9%  in 
1989  to  Asarco  for  $125  million. 
Similar  play  with  Montana  Rail 
Link  bought  from  Burlington 
Northern;  profits  about  $33  million 
a  year  pretax.  Also  over  55,000  acres 
of  land;  horses;  142-foot  yacht; 
Gulfstream  jets.  Net  worth  over 
$400  million.  "I  think  I'm  worth 
more  than  that,  but  whatever.  .  .  ." 

Mortimer  Benjamin  Zuckerman 

Real  estate.  nyc;  Washington,  D.C. 
Single.  52.  Born  Montreal,  son  of 
tobacco,  candy  wholesaler;  Whar- 
ton M.B.A.,  two  law  degrees  (in- 
cluding Harvard):  "I  was  in  the  fog 
of  youth  for  a  long  time."  Joined 
Cabot,  Cabot  &  Forbes  1962;  left 
with  $5  million  1970  to  form  Bos- 
ton Properties  with  Ed  Linde.  Built 
midline  warehouse,  office  space 
1970s  Boston,  D.C.  Now  over  10 
million  sq.  ft.,  also  in  nyc  (scaling 
back  planned  controversial  Colum- 
bus Circle  project).  Enjoys  pub- 
lisher's prestige:  bought  Atlantic 
1980;  US.  News  &  World  Report  (with 
real  estate)  1984.  "When  I  take  a 
shower  in  the  morning,  I'm  think- 
ing of  U.S.  News."  Softball  nut.  Net 
worth:  $400  million  or  more.  "My 
tendency  is  to  go  for  it." 


Jerome  Spiegel  Kohlbergjr. 
Henry  R.  Kravis 
George  R.  Roberts 

Partners,  lbos.  Three  dealmakers 
left  Bear,  Stearns  1976  to  prowl  for 
undervalued  companies,  junk  bond 
leverage  on  minuscule  equity. 
Stunned  Wall  Street  repeatedly: 
first  major  buyout  (Houdaille  In- 
dustries, $370  million,  1979),  first 
$1  billion  deal  (Wometco  1984), 
largest  lbo  ever  (rjr  Nabisco,  $26.4 
billion,  1989).  Total  purchase  price 
over  36  deals  to  date:  $62  billion. 
Firm  collects  at  least  1%  invest- 
ment banking  fee,  20%  of  all  profits 
on  lbos,  1.5%  management  fee  on 
kkr  investor  funds  ($8.8  billion).  A 
few  chinks  in  armor  since  Kohl- 
berg's  departure  1987:  Seaman  Fur- 
niture skipped  debt  payment;  Be- 
atrice, Jim  Walter  not  as  profitable 
as  planned.  But  for  kkr,  not  to  wor- 
ry: may  lose  some  equity  in  fail- 
ures, but  not  fees.  Jerry:  Mount 
Kisco,  N.Y.  64.  Married,  4  children. 
New  York-born  lawyer,  Harvard 
M.B.A.  "Patriarch"  left  group  1987 
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for  own  firm.  No  hostile  takeovers, 
more  equity  in  deals,  "reason 
should  prevail."  Still  kkr  limited 
partner.  Henry:  nyc.  45.  Divorced, 
remarried;  3  children.  Son  of  Tulsa 
oil  geologist.  High  profile:  eats  up 
nyc  social  scene  with  new  wife, 
Caroline  Roehm  (Henry  on  Met, 
ballet  boards).  George:  San  Francis- 
co. 46.  Married,  3  children.  Henry's 
first  cousin.  Hates  nyc,  runs  sf  of- 
fice with  brother-in-law  Robert 
MacDonnell.  After  allowing  for 
lesser  partners,  three  men  split  esti- 
mated $1.1  billion. 

Lawrence  Fisher 
Zachary  Fisher 

Brothers.  Real  estate,  nyc.  Larry: 
79.  Zachary:  78.  Both  married,  1 
child  each.  Father  Carl,  from  Rus- 
sia 1903,  began  building  family  real 
estate  empire;  Larry  and  Zach,  as 
teenagers,  bought  small  bank  build- 
ing Philadelphia  1926.  Built  apts.  in 
Queens  1930s-40s;  stepped  up  to 
Manhattan  office  towers  1960s. 
Willing  to  wait  years  to  get  the  per- 
fect location;  now,  over  7  million 
sq.  ft.  Manhattan  space  including 
Burlington  House,  Burroughs  build- 
ing, Park  Ave.  Plaza.  Larry:  "We're 
very  cash  leveraged."  Spare  cash 
earned  share  of  $30  million  green- 
mail  profits  from  Saul  Steinberg's 
(which  see)  run  on  Disney;  accumu- 
lated large  cbs  block,  considered 
bid  1985;  made  tender  offer  for  Em- 
hart  Corp.  with  Gordon  Getty 
(which see)  1989  (lost  out  to  Black  & 
Decker).  Larry  N.Y.  Yankees  fanat- 
ic; Zach,  ultrapatriotic,  bankrolled 
conversion  of  WWII  aircraft  carrier 
Intrepid  into  floating  nyc  museum; 
boat  wound  up  in  Chapter  1 1  after 
systematic  employee  rip-off.  Broth- 
ers share  $800  million. 

Burton  Paul  Resnick 

Real  estate,  nyc  and  Rye,  N.Y.  52. 
Married,    3    children.    Father    |ack 
started   small   Bronx   construction 
firm  1928;  built  in  Manhattan  early 
1950s.  Burt  joined  Jack  Resnick  & 
Sons  after  U.  of  Chicago  1956;  de- 
veloped residential  protects,  bought 
older  nyc,  buildings  after  1970s  real 
estate  crash.   Company  now  con 
trols  some  5  million  sq.  ft.  nyc  of- 
fice  space,    thousands   of   Mia, 
m  Beach,  New  York-area  apart- 
us;  all  managed  m-house    "No 
can  take  better  care  of  i 


than  us."  Some  early  projects  with 
Arthur  Belfer  (which  see).  Two  re- 
cent nyc  office/residential  projects 
"virtually  fully  leased."  Jack  now 
retired  and  ailing.  Burt  runs  show 
worth  at  least  $400  million. 

Harry  Howard  Hoiles 
Mary  Jane  Hoiles  Hardie 

Publishing.  Brother  and  sister. 
Children  of  Raymond  C.  Hoiles  (d. 
1970),  $2/week  printer's  assistant 
who  got  ahead,  bought  Bucyrus 
(Ohio)  Telegraph-Forum  1927,  Santa 
Ana  Register  1935.  Freedom  News- 
papers grew  into  29  dailies,  3  week- 
lies, 5  tv  stations.  Chose  company 
name  "because  freedom  will  live 
forever,  and  the  Hoiles  name  will 
be  forgotten  in  a  short  time." 
Spread  libertarian  philosophy:  op- 
posed taxes,  public  schools,  etc.;  es- 
caped two  bombing  attempts. 
Three  children  inherited,  son  Clar- 
ence headed  company  until  1981; 
death  led  to  family  dispute.  Harry: 


M'r.  and  Mrs.  Andrew  Carnegie. 
Carnegie,  in  lStF).  wrote  thcit 
The  man  who  dies .  . .  rich  dies  dis- 
.  '-need.  "  By  the  time  he  himself  died, 
thirty  years  later,  be  bad  given  away 

■  ■!  the  nearly  $400  million  fortune 
be  hud  created  in  the  American  steel 
tstry. 


Santa  Ana.  Calif.  73.  Married,  3 
children.  Longtime  publisher  Colo- 
rado Springs  Gazette  Telegraph;  sued 
for  control  1982,  offered  to  buy  out- 
right for  $1.01  billion  1985.  Mary 
fane:  Marysville,  Calif.  67.  Married, 
4  children.  Harry  still  fighting,  but 
Freedom  Chairman  Robert  Hardie 
(Mary  Jane's  husband),  Clarence's 
heirs  unwilling  to  split  up  chain. 
Each  branch  holds  one-third;  com- 
bined worth  at  least  $1.2  billion. 
"Nobody  can  hate  each  other  the 
way  a  family  can." 

John  Richard  Simplot 

Meat  and  potatoes.  Boise,  Idaho.  80. 
Divorced,  remarried;  4  children. 
Quarreled  with  dad,  quit  8th  grade; 
lived  in  boarding  house.  Saved 
money  to  invest  in  hogs  age  17, 
shot  wild  horses  to  feed  his  pigs. 
Sold  dehydrated  potatoes  and  on- 
ions to  government  WWII.  Simplot 
Co.  scientist  invented  process  for 
freezing  cut  spuds  in  1950s;  scored 
by  supplying  fries  to  McDonald's 
1960s.  Became  one  of  biggest  potato 
producers  in  U.S.  Now  diversified 
agribusiness  with  frozen  vegetables, 
fertilizer,  cattle;  newest  innovation: 
microwave  foods  featuring  milk- 
shakes. Financed  semiconductor 
maker  Micron  Technology  1978. 
Impulsive,  risk-taking  Jack  est. 
worth  $400  million. 

John  Charles  Haas 
Fritz  Otto  Haas 

Brothers.  Rohm  &  Haas  Co.  Busi- 
ness started  1909  on  arrival  of  Otto 
Haas  in  U.S.  with  leather  tanning 
agent  replacing  dog  manure.  Popu- 
lar product.  Partner  Otto  Rohm  re- 
mained in  Germany.  WWI  raised 
suspicion  of  German  ties;  Rohm's 
U.S.  stake  seized.  Haas  took  co. 
public  1949;  international  business 
boomed  1950s.  Haas  died  2  days 
after  retiring,  1960,  age  87.  Co.  di- 
versified into  fibers,  pharmaceuti- 
cals under  sons  F.  Otto  and  John.  F. 
Otto  retired  as  pres.  1970;  appoint- 
ed nonfamily  executive  to  top  job. 
John:  Villanova,  Pa.  71.  Married,  5 
children.  Left  board  1988.  Member, 
Business  Executives  for  Arms  Con- 
trol. F.  Otto:  Ambler,  Pa.  74.  Wid- 
owed, remarried;  3  sons.  Brothers', 
family  holdings  Rohm  &  Haas 
worth  at  least  $800  million. 
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TWO  FACES 
OF  CORUM. 


gfe  Com  in  timepieces  are  masterful 
£&  achievements  of  uniqueness. 
\y      Corum's  renowned  reputation 
is  aptly  supported  by  two  of  the 
world's  most  coveted  timepieces:  the 
Corum  Gold  Coin  Watch  and  the 
Corum  La  Reserve  Watch. 

The  Corum  Gold  Coin  Watch  is 
steeped  in  the  American  tradition : 
the  promise  of  success  and  the  free- 
dom to  pursue  it. 

The  case  is  an  authentic  American 
$20  gold  piece,  minted  between 
1850  and  1933.  It  is  literally  halved. 

Set  within  the  24  karat  gold 
coin  is  an  ultra-thin  quartz  movement. 
The  texture  of  the  fine  crocodile 
strap  enhances  the  coin  cut  edge  of 
the  refined  18K  gold  case. 

The  La  Reserve  watch  is  a  glorious 
tribute  to  those  who  succeed. 

Totally  handmade  of  solid  18  karat 
gold,  and  water-resistant  to  six  atmo- 
spheres, the  case  of  the  La  Reserve 


watch  is  the  symbolic  expression  of 
strength  and  character. 

Its  four  function  self-winding 
mechanical  movement  (with  a  solid 
18K  gold  rotor)  gauges  the  passage  of 
seconds  and  days  and  the  running 
reserve  of  hours  remaining  in  the 
mainspring. .  .displayed  in  three  small 
dials  set  into  the  face. 

The  underside  of  La  Reserve  is  as 
strikingly  distinguished  as  the  dial, 
revealing  its  movement  through  a  clear 
sapphire  crystal. 

Corum,  founded  in  La  Chaux  de 
Fonds,  Switzerland  has  perpetuated 
its  philosophy  of  the  art  of  precision, 
beauty  and  originality  to  this  day. 


CORUM. 
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August  Christopher  Meyer 

Broadcasting.  Champaign,  111.  88. 
Widowed,  1  son  in  business.  Suc- 
cessful lawyer  in  hometown  Cham- 
paign. Entered  tv  business  by  de- 
fault: invested  in  local  tv  station 
1953.  "We  started  out  losing  a  lot  of 
money.  I  had  to  get  more  involved 
than  I  had  intended  to."  Eventually 
acquired.  Bought  San  Diego  tv  sta- 
tion 1964  for  $11  million;  now 
worth  $200  million.  Midwest  Tele- 
vision owns  4  tv,  4  radio  stations, 
almost  debt-free.  Chairman  of  fam- 
ily-controlled Bank  of  Illinois  (as- 
sets over  $200  million)  since  1962. 
Son  August  Jr.  (Chris)  running  sta- 
tions since  1976,  but  August  Sr. 
still  active  chairman.  Net  worth, 
with  family,  at  least  $400  million. 

Steven  Paul  Jobs 

Computers.  Woodside,  Calif.  34. 
Single,  1  daughter.  Left  college  to 
travel,  brief  stint  Atari.  Returned 
U.S.  1974,  looked  up  friend  Steve 
Wozniak,  designer  Apple  I.  Woz 
and  Jobs  designed  Apple  II  for  con- 
sumers,  formed  Apple  Computer 


T'  ruman  Capote  was  not  very  rich 
himself,  but  he  had  lots  of  friends 
who  were,  at  least  until  he  spilled  all 
those  beans  in  his  last  novel,  Answered 
Prayers.  Here  he  is  with  Katharine  Gra- 
ham, publisher  of  the  Washington  Post,  at 
the  famous  black-and-white  ball  he 
gave  in  New  York  in  1966. 


Inc.  1976.  Launched  new  industry. 
Macintosh  1984  aimed  at  upstart 
ibm  pc.  Brought  John  Scully  from 
PepsiCo  as  ceo;  fight  for  control; 
Jobs  lost,  quit  1985.  Next  came 
Next,  company  to  build,  market 
"scholar's  workstation"  (personal 
computer  that  can  simulate  a  re- 
combinant dna  wet  lab;  recreate 
sound  of  an  entire  orchestra,  etc.). 
Canon,  Inc.  put  up  $100  million  for 
16.7%.  If  Canon's  right,  Jobs,  with 
approximately  50%,  Apple  profits, 
worth  at  least  $400  million. 

Nelson  Peltz  • 

Leveraged  buyouts.  Palm  Beach; 
Bedford,  N.Y.  47.  Divorced,  remar- 
ried; 4  children.  Wharton  dropout, 
built  up  family  food  distribution 
business,  sold  for  $8  million  profit. 
With  accountant  Peter  May  formed 
consulting  firm.  Met  Mike  Milken 
through  friend  Saul  Steinberg  1979 
(see  both),  built  empire  on  junk  debt: 
Triangle  Industries  1983;  National 
Can  1985  in  Victor  Posner  (which 
see)  bailout;  American  Can  Packag- 
ing 1986;  Uniroyal  chemical  opera- 
tion 1986;  also  internal  expansion; 


Get  it.  In  the  ABA  Journal. 


Influence  is  the  nome  of  the  game.  In  life  and  in  law.  And  lawyers  wield  more  of  that  prized 
ity  than  virtually  any  other  group. 

<st  year  our  readers  influenced  the  purer  ase  of  over  $50  billion  pursuing  their 
end  the  improvement  of  their  offices.  They  bought  new  cars.  Expensive 

bon.  Plus  computers.  Copie  s,  furniture,  Fax  machines  and  hundreds 
our  adv.: ■■  ;cts. 

In  the  publication  that  influences  them. 
in  M.  Holland,  Associate  Publisher,  at  (312)  988-5993. 
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Before  investing  in  anything, 
invest  some  time  in  expertise. 


To  know  one  true  expert 
is  all  you  really  need 


If  it's  yield  you  are  investing  for,  it  surely 
must  be  real  yield.  What's  the  difference  ? 
As  put  by  a  leading  U.S.  business  maga- 
zine, real  yield  is  the  income  that  can  be 
spent  without  damaging  the  principal. 

A  professional  portfolio  manager  will 
aim  to  achieve  just  that.  He'll  analyze  your 
goals  and  formulate  a  strategy. 

Then  there  has  to  be  research.  And  that 
means  access  not  only  to  the  local  market, 
but  to  all  markets  worldwide. 

Consequently,  a  portfolio  is  built  in  a 
systematic,  controllable  process.  Manag- 


UBS.  The  bank  of  experts. 


ed  in  a  dynamic  way.  measured  for  per- 
formance regularly.  And  of  course  diversi- 
fied internationally  if  the  portfolio  manager 
has  the  necessary  skill. 

The  description  fits  UBS.  Switzerland's 
leading  bank,  one  of  the  largest  inter- 
national portfolio  managers  in  the  world, 
with  the  advantage  of  global  investment 
research. 


UBS  Private  Banking  International 

New  York,  Toronto,  Panama,  London,  Luxembourg,  Singapore,  Hong  Kong,  Tokyo.  Head  Office  Zurich:  Bahnhofstrasse  45.  Geneva:  Rue  du  Rhone  8 
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total,  $6  billion  sales.  Peltz:  "high 
liver,"  flamboyant.  May:  detail 
man,  tempers  Peltz.  At  year-end 
1988  sold  Triangle  to  Pechiney  S.A. 
(France).  Peltz's  personal  profit  at 
least  $388  million;  net  worth  over 
$400  million. 


James  Emmett  Evans 

Citrus.  Dade  City,  Fla.  and  High- 
lands, N.C.  89.  Widowed,  remar- 
ried, divorced;  1  son,  1  daughter. 
Former  Georgia  Ford  salesman 
drove  to  Florida  in  his  Model  T 
with  $500.  Purchased  first  orange 
grove  mid- 1920s.  Now  one  of  larg- 
est    independent     growers     with 


32,000  acres:  60%  oranges,  40% 
grapefruit.  Still  hard  at  work:  "I'm 
not  old  enough  to  retire."  Both  chil- 
dren involved  in  business.  Daily 
gin  rummy  game  with  same  card- 
playing  pals  for  40  years.  Known  as 
"The  wheel"  because  of  his  love  for 
wheeling  and  dealing.  Proud  to  be 
member  of  The  Forbes  Four  Hun- 
dred: "I  enjoy  it."  Net  worth  over 
$400  million. 

Theodore  Nathan  Lerner 

Real  estate.  Chevy  Chase,  Md.  and 
Palm  Springs.  63.  Married,  3  chil- 
dren. Father  emigrated  from  Pales- 
tine,  mother  from   Europe.   After 


J'ohti  I).  Rockefeller  S  *  '.',  »  ida,  1935.  At  the  turn  of  the 

century  Rockefeller  had  be*  tig  richer  at  the  rate  of  $80  million  a 

year  ami  teas  one  of  the  most  ba  in  \merica  By  the  time  he  was 

is  i>u  blic  image  had  m ,  / , ■/<  liberate  PR  campaign 

'ling  the  handing  out  of  din  oys  and  millions  to  worthy 
causes 


army,  law  school,  Ted  sold  real  es- 
tate, then  built  suburban  subdivi- 
sions; started  with  $250.  When  Ler- 
ner was  32,  Isador  Gudelsky,  local 
landowner,  road  paver,  now  dead, 
took  him  in  to  codevelop  1  million 
sq.  ft.  D.C.  mall.  Added  more  malls; 
branched  into  suburban,  downtown 
offices.  Owns  half  Washington 
Square  building  in  downtown  D.C. 
Building  5  million  sq.  ft.  Tysons  II 
complex  McLean,  Va.  Good  an- 
chors: Macy's,  Saks;  Neiman  Mar- 
cus to  open  this  month.  Also  5,500 
acres  around  Dulles  airport,  land  in 
Montgomery  County,  Md.  Net 
worth  estimated  at  $400  million. 


Lillian  Goldman 

Inheritance,  nyc.  67.  Widowed,  4 
children.  Widow  of  Sol  Goldman, 
billionaire  nyc  real  estate  baron, 
died  Oct.  18,  1987.  At  death,  owned 
nearly  700  nyc  properties.  Sol 
known  for  clenched  fist,  Lillian  for 
spendthrift  ways:  dropped  $25,000 
a  month  on  clothes,  another 
$10,000  a  month  on  "odds  and 
ends."  Lillian  sued  for  divorce 
1983;  reconciliation  agreement 
gave  her  33%  of  Sol's  estate.  Lillian 
sued  to  void  it,  claimed  conspiracy; 
lost  1987.  Sol  willed  her  33%  in 
trust;  she's  suing  (again)  to  get  cash 
up  front.  Win  or  lose,  her  share  over 
$400  million.  Also  acrimonious 
battles  with  children  (see  Sol  Gold- 
ni(i)i  family),  several  sets  of  lawyers: 
"They  want  me  to  be  a  bag  lady." 

Alfred  Dreyfus  Goldman 

Real  estate,  investments.  Oklaho- 
ma City.  51.  Single.  Father  Sylvan 
Goldman  (d.  1984)  invented  shop- 
ping cart  to  prolong  women's  stays 
in  his  supermarkets;  built  real  es- 
tate empire  from  1959.  Son  Alfred 
began  in  family  business  as  stock 
boy,  age  9,  Wharton;  ceo  1980.  Be- 
gan aggressive  diversification  Gold- 
man Investments,  Inc.  Now  large 
presence  Houston,  Arizona,  Okla- 
homa City;  also  shopping  centers, 
hotels,  planned  communities  Ha- 
waii, Puerto  Rico,  Colorado,  etc. 
Debt  said  to  be  nil.  Brother  relin- 
quished share  company  1985.  "It's 
the  biggest  game  around,  but  learn- 
ing how  to  win  is  no  accident." 
Loves  pool,  car  racing,  polo,  golf. 
Worth  at  least  $400  million. 
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What  we  do  with  our  386-based  computers  is 
interesting.  What  you  do  with  them, even  more  so. 


WW 


I'm  rrMale 386/20 


At  NEC,  we  make  machines 
that  run  on  the  purest  and  most  pre- 
cious of  fuels.  The  human  mind. 

With  these  machines  you 
come  face-to-face  with  your 
dreams.  Whether  they  involve 
building  an  ocean-going  vessel  for 
that  once-in-a-lifetime  trip  around  the  world,  or  some- 
thing more  practical,  but  just  as  challenging,  like  com- 
plex financial  and  scientific  modeling. 

The  PowerMate®  386/20 
is  a  high-end  desktop  com- 
puter. Running  at  20  MHz, 
0  wait  states,  and  with  a  vari- 
ety of  NEC  high-speed  disk 
drives,  dreams  come  true  in 
a  hurry  with  this  machine. 


It's  also  the  perfect  network  file  server. 

The  PowerMate  SX  Plus  has  a  386SX™  CPU  that 
runs  at  16  MHz.  It  ideally  positions  you  to  run  all  of 
today's  386  software  as  well  as  tomorrow's.  And  it  has 
one  of  the  most  popular  features  in 
the  computer  industry:  386  power 
without  the  386  price.  Ditto  for  the 
PowerMate  Portable  SX.  And  being  a 
portable,  you  can  take  this  machine 
anywhere  your  dreams  may  lead  you. 


PowerMate 
Portable  SX 
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PowerMate  SX  Plus 


As  you  can  see,  NEC  has  certainly  done  a 
lot  with  these  machines  (you  might  expect  that 
from  a  $24  billion  world  leader  in  computers  and 
communications).  But  it 
doesn't  compare  to  what 
you'll  do  with  them. 
WE'RE  MAKING  THINGS  BETTER  FOR  YOU 


NEC 


NEC  Information  Systems,  Inc.,  1414  Massachusetts  Ave.,  Boxborough,  MA  01719.  1-800-NEC-INFO.  In  Canada,  1-800-343-4418. 

^g^         K.^c.^.KrBo,       c  (^jpyjjg^  i9gf)  \EC  Information  Systems.  Inc.  PowerMate  is  a  registered  trademark  of  NEC  Corp.  386SX  is  a  trademark  of  Intel  Coip.  Personal  Designer  software  eompUnwnLs  of  Prime  Computer. 
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Hunicr  Magnum 


J  John  F.  Kennedy  at  an  American  Embassy  ball  in  London,  1937-  JFK's 
'father  made  fortunes  in  Wall  Street,  Hollywood  and  the  liquor  business 
before  becoming  the  first  head  of  the  SEC  and  then  Ambassador  to  Great 
Britain.  The  Kennedy  family  has  been  in  the  government  business  ever  since. 


Daniel  James  Terra 


Lawter  International.  Chicago.  78. 
Widowed,  remarried;  1  son.  Son  of 
Italian  immigrant  lithographer, 
studied  chem.  eng.;  developed  high- 
speed print  process  1930s.  Bor- 
rowed $2,500  to  found  Lawter,  spe- 
cialty chemical  firm  with  new 
ideas  for  printing  ink  1940:  "Let's 
say  we  weren't  setting  the  world  on 
fire."  Consultant's  advice  to  dele- 
gate management  sparked  success 
1955.  Wife  piqued  interest  in 
American  art  1960s.  Opened  Terra 
Museum  of  American  Art  Chicago 
1988.  Reagan  campaign  finance 
chairman  1980;  given  ambassador- 
ship-at-large  for  cultural  affairs. 
Lawter,  etc.  worth  $395  million. 
"Jesus,  what  a  life  I've  led!" 

Daniel  Mauck  Galbreath 

Real  estate.  Columbus,  Ohio.  61. 
Separated,  3  children.  Father,  John 
(d.  1988),  prospered  through  De- 
pression buying  foreclosed  proper- 
ties, reselling.  Later,  would  take 
land  option,  building  blueprints, 
signed  corporate  tenant  to  bank  as 
collateral  to  build.  Daniel  now 
manages  at  least  40  nnliim  sq.  ft.  of 
office  space  in  U.S.,  Hong  Kong; 
also  much  equity.  Own-,  famed 
■  'iy  Dan  stables.  Family  em- 
broiled in  messy  $1.56  billion  i. 


suit  brought  by  descendants  (who 
claim  bundle  plundered  while 
Dorothy  incapacitated)  of  John's 
late  wife,  Dorothy  Firestone,  once 
married  to  son  of  Harvey  S.  Fire- 
stone. Real  estate  tax  audit  under 
way.  Net  worth  could  be  over  $390 
million — but  not  for  tax  purposes. 

Ben  Hill  Griffin  Jr. 

Citrus.  Avon  Park,  Fla.  79.  Di- 
vorced, remarried;  5  children,  1 
stepchild.  Born  in  hurricane  1910; 
drove  mules  in  father's  orange 
groves  age  8.  Earned  money  in  high 
school  selling  stray  grapefruits;  lost 
$1,100  on  college  gas  station:  "All  I 
got  out  of  it  was  a  water  bucket, 
a  car  jack  and  2  or  3  wrenches." 
Wedding  gift  (10-acre  grove  1933) 
provided  start.  Today  owns  at  least 
11,000  acres  citrus,  85,000  acres 
ranchland.  Through  Ben  Hill  Grif- 
fin Inc.,  owns  50%  of  public  Alico 
(cattle,  citrus),  etc.  Five  terms  state 
legislature;  lost  1974  governor's 
race  (wife  was  running  mate).  "My 
long-range  plan  is  being  in  business 
the  next  day."  Stock,  land,  etc. 
worth  some  $390  million. 

Gordon  Earle  Moore 

Intel    Corp.   Santa   Clara   County, 

Calif.  60.  Married,  2  children.  U.  of 

itornia,  Berkeley.  B.S.  chemistry 


1950.  Caltech  Ph.D.  chemistry  and 
physics  1954.  Joined  Applied  Phys- 
ics lab  at  Johns  Hopkins,  1953.  Later 
worked  with  William  Shockley  (co- 
inventor  transistor).  "Gang  of  Eight" 
cofounded  Fairchild  Semiconductor 
Corp.  1957;  produced  first  commer- 
cial integrated  circuit.  With  Robert 
Noyce  cofounded  Intel  1968;  chair- 
man and  ceo  1979;  stepped  down 
1987.  Intel  produced  world's  first 
microprocessor;  still  market  leader 
in  high  end,  several  years  without 
real  competition.  With  that  head 
start,  1988  revenues  $2.8  billion. 
Moore's  Intel  stock  worth  $380 
million. 

William  Shivers  Morris  III 

Newspapers.  Augusta,  Ga.  55.  Mar- 
ried, 3  children.  Father,  onetime 
bookkeeper  Augusta  Chronicle,  be- 
came owner  1955.  Expanded  com- 
pany, d.  1967.  Eldest  son  Billy  won 
family  legal  battle  1970,  bought  out 
rest  of  family.  Formed  Morris  Com- 
munications; brother  Charles 
formed  noncompeting  chain  but 
Billy's  believed  more  lucrative: 
now  12  dailies,  5  weeklies,  Quarter 
Horse  News.  Bought  Jacksonville, 
Fla.  papers  1982,  took  on  reported 
$200  million  debt:  "That's  all  spec- 
ulation." Purchased  one  of  largest 
billboard  firms,  Naegele,  for  esti- 
mated $300  million.  Writes  editori- 
als; enjoys  hunting,  fishing.  Son  on 
Lubbock,  Tex.  paper.  Estimated  net 
worth  $380  million,  denied  by  him. 

Paul  B.  Fireman 

Reebok.  Newton,  Mass.  45.  Mar- 
ried, 3  children.  Former  outdoor 
recreation  equipment  distributor, 
discovered  British  Reebok  at  trade 
show  1979;  became  U.S.  licensee, 
later  bought  the  company.  "Paul  is 
a  marketer  second  to  none";  dis- 
covers shifting  trends,  unfilled 
needs:  athletic  shoes  for  aerobics. 
Slump  1988 — increased  competi- 
tion, market  leveling  off.  Tried  to 
buy  New  England  (football)  Patriots 
to  save  franchise  from  trouble;  un- 
successful, but  says  he  "settled  a 
lot  of  their  problems."  "Making 
contribution  to  the  world  com- 
munity": established  award  for  out- 
standing advocates  of  human  rights 
worldwide.  Buying  small,  focused 
shoe  firms  to  broaden  base.  Stock, 
etc.  worth  $380  million. 
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Donald  John  Tyson 
Barbara  Tyson 


Tyson  Foods.  Brother,  sister-in-law. 
Tyson  Feed  &  Hatchery  founded 
1947:  "My  family  has  always  been 
farmers.  That's  all  we  know."  Re- 
named Tyson  Foods,  Inc.;  went 
public  1963.  Don  stepped  to  helm 
in  1967  when  father  and  stepmoth- 
er died  in  car  crash.  Growth 
through  acquisition:  built  only  2  of 
49  plants.  Recently  acquired  Holly 
Farms,  supplies  supermarkets.  Ty- 
son now  nation's  leading  poultry 
supplier  with  23%  share.  Revenues 
(excluding  Holly)  estimated  $2.1 
billion  fiscal  1989,  profits  $90-mil- 
lion-plus.  All  executives  must  wear 
khaki  farm  clothes.  About  his 
work:  "It  is  all  about  having  fun." 
Don:  Springdale,  Ark.  59.  Married, 
3  children  (2  with  company).  Trav- 
els worldwide  to  fish  marlin.  Sister- 
in-law  Barbara:  Fayetteville,  Ark. 
40.  Widowed  (husband  Randall, 
Don's  brother,  accidentally  choked 
to  death  1986).  No  children.  Don 
worth  over  $375  million,  Barbara 
worth  over  $290  million. 


Allen  Eugene  Paulson 

Gulf  stream  Aerospace  Corp.  Savan- 
nah, Ga.  67.  Twice  divorced,  3  sons. 
Left  failed  Iowa  farm  for  San  Fran- 
cisco in  Depression;  worked 
through  high  school.  Learned  to  fly 
in  Army  Air  Corps  wwn,  then 
flight  engineer  twa.  Natural  at  air- 
plane design;  five  aviation  patents. 
Started  numerous  successful  air- 
plane-related firms  from  1951;  bor- 
rowed heavily  to  buy  money-losing 
Gulfstream,  maker  luxury  private 
planes,  $52  million  1978:  "I  took  a 
big  gamble."  Took  public  1983, 
sold  to  Chrysler  for  total  $636  mil- 
lion 1985;  still  ceo.  Lost  gamble  on 
Wheeling-Pittsburgh  Steel;  out 
about  $40  million.  Net  worth,  in- 
cluding Thoroughbreds,  real  estate, 
still  est.  around  $375  million. 


Richard  Alexander  Manoogian 

Masco  Corp.  Grosse  Pointe  Farms, 
Mich.  53.  Married,  3  children.  Ar- 
menian emigrant  father  Alex 
founded  screw  manufacturing  com- 
pany; went  public  1936.  Invented 
one-handled    Delta    faucet    1954: 


making  of  family  fortune.  Now 
chairman  emeritus.  Son  Richard 
guided  company  through  diversifi- 
cation into  other  metalworking 
fields.  Acquired  about  100  compa- 
nies in  early  1960s.  Spun  off  Masco 
Industries  (commercial  products) 
from  Masco  Corp.  (consumer  prod- 
ucts) 1984.  Now  chairman,  ceo  of 
both.  "Nothing  we  develop  is  the 
stuff  dreams  are  made  of — they  just 
make  money."  Respected  art  col- 
lector; over  1,000  paintings,  mostly 
19th-century  American.  Enjoys 
boating.  Masco  holdings,  art  and 
other  assets  valued  at  over  $375 
million. 

Alfred  Lerner 

Banking,  real  estate.  Shaker 
Heights,  Ohio.  56.  Married,  2  chil- 
dren. Grew  up  nyC;  Columbia  U., 
Marines.  Made  $75  a  week  selling 
furniture  1957:  "I  was  just  happy  to 
be  making  a  living."  Got  into  small 
Ohio  apt.  deals,  grew;  bought 
1 1,000  units  in  Maryland  and  Penn- 
sylvania 1979  with  partner  Andre 
Meyer  (Lazard  Freres)  for  $180  mil- 
lion.    Director     small     Cleveland 
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bank  mid-1970s.  "I  became  a  stu- 
dent of  the  banking  business." 
Bought  control  Equitable  Bancorp. 
1982;  turned  around.  Invested  $75 
million  Progressive  Corp.  (insur- 
ance) 1988.  Merged  Equitable  with 
Maryland  National  Corp.  1989; 
holds  9%.  With  real  estate,  other 
investments,  worth  over  $370 
million. 

Joseph  Alexander  Hardy 

Building  supplies.  Pittsburgh.  66. 
Married,  5  children.  Quit  family 
jewelry  store,  started  building  sup- 
plies outlet  1952  with  Ryan  Homes 
rounder  Ed  Ryan,  2  brothers; 
launched  own  84  Lumber  Co.  1957 
with  $20,000.  Bare-bones  opera- 
tion: sells  bulk  from  warehouse  (no 
air  conditioning/heat),  mostly  cash 
and  carry.  Now  358  stores,  1988 
sales  $860  million;  plans  200  stores 
next  decade.  Free  travel  for  volume- 
buying  customers;  college  savings 
plan  for  "associates"  who  work  60- 
hour  weeks.  Nonfamily  successor 
chosen.  Also  Pennsylvania's  Ne- 
macolin  Woodlands  Resort  recent- 
ly opened.  Estimated  worth  over 
$370  million.  "I  don't  have  work 
hours,  it  all  blends  in." 


Bernard  H.  Mendik 


Real  estate,  nyc.  60.  Divorced,  re- 
married; 3  children  by  first  wife,  1 
by  second.  Born  Scotland;  raised 
Depression-era  South  Bronx,  son  of 
handyman.  Bernie  peddled  glass- 
ware through  New  York  Law 
School;  with  now  ex-brother-in-law 
Larry  Silverstein  (which  see)  began 
syndicating  buildings  1957.  Split 
1977,  still  partner  in  some  build- 
ings. Now  buys,  rehabs  Manhattan 
office  space.  Mendik  partnerships 
control  some  12  million  sq.  ft.  nyc 
office  space.  Also  projects  Connect- 
icut, N.Y.'s  Westchester  County. 
Recently  purchased  3.5  acres  in 
Long  Beach,  Calif.;  plans  500  con- 
dos.  "It's  pretty  hard  to  do  deals  in 
nyc  anymore."  Regardless,  Bernie 
worth  at  least  $370  million. 


Jack  Tramiel 


Atari  Corp.  Zephyr  Cove,  Nev.  and 
Saratoga,  Calif.  61.  Married;  3  sons, 
all  in  business.  Polish-born  Kauf- 
mann  Idek  Tramielski  survived 
Auschwitz.  Army,  odd  jobs  after 
U.S.  arrival  1947.  Sold  used  type- 
writers Bronx;  set  up  Commodore 
Portable  Typewriter  1954.  Major 
Canadian  financial  scandal  sullied 

UWorldWIde 


J  Paid  Getty  trying  out  a  Lotus  racing  car  at  Goodwood  the  Duke  of  Richmond  s 
private  racetrack,  in  1962.  Getty  u  enerous  to  guests  at  his  own  English 

I    Sutton  Place.  He  installed  a  pay  i  hove  for  their  use 


reputation;  avoided  bankruptcy 
with  equity  from  investor  Irving 
Gould.  Fierce  cost-cutter;  Commo- 
dore became  feared  microcomputer 
power.  Dispute  with  Gould;  Tra- 
miel out  1984.  Picked  up  moribund 
Atari  same  year;  cut  staff  deeply. 
Brutally  demanding  boss:  "Our 
generals  are  in  the  trenches,  so 
more  of  them  get  killed."  Atari  suc- 
cess puts  Tramiel's  wealth  to  $370 
million. 

Hugh  Franklin  Culverhouse 

Real  estate,  banking,  sports.  Tam- 
pa. 70.  Married,  2  children.  Son  of 
coal  mining  engineer;  boxer  at  U.  of 
Alabama — sparred  with  George 
Wallace.  Became  premier  tax  attor- 
ney in  Florida  after  stint  as  ms  pros- 
ecutor; clients  included  Richard 
Nixon,  Bebe  Rebozo.  Bought  1 1,500 
acres  prime  Sarasota  land,  called 
Palmer  Ranch,  1970;  sold  half  to 
Coast  Federal  Savings  &  Loan  for 
$35  million  1981;  now  has  majority 
ownership  in  Coast  Fed;  ranch 
worth  at  least  $110  million.  Built 
up  other  real  estate,  banking  inter- 
ests in  state.  Owns  Tampa  Bay 
(football)  Bucs;  responsible  for 
Tampa  stadium  hosting  1991  Super 
Bowl  xxv;  very  influential  among 
league  owners.  Net  worth  over 
$365  million. 

Anthony  Martin  Pilaro 

Duty  Free  Shoppers.  Southampton, 
N.Y.  53.  Married,  2  sons.  Born  nyc, 
U.  of  Virginia  undergrad  and  law 
school  1960.  Worked  for  Nassau- 
based  Butlers  Bank  1960s.  Met  fu- 
ture fugitive  Robert  Vesco  while  at 
Butlers;  consultant  to  Vesco  after 
his  takeover  Bernie  Cornfeld's  In- 
vestors Overseas  Services  early 
1970s.  Early  investor  with  Charles 
Feeney  (which  see)  in  Duty  Free 
Shoppers  (dfs),  now  estimated  $2.5 
billion  (sales)  duty-free  retailer. 
Sales  up  despite  sharper  competi- 
tion (dfs  recently  lost  bid  for  duty- 
free concession  in  headquarters 
town  sf).  Low  profile;  Swiss  chalet, 
Southampton,  nyc  homes.  With  at 
least  10%  of  dfs,  fortune  believed 
to  exceed  $360  million. 

John  Jeff  ry  Louis  Jr. 

Inheritance.  Winnetka,  111.  64.  Mar- 
ried, 3  children.  Mother,  Henrietta, 
a  Johnson  of  S.C.  Johnson  &  Son 
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n  ay  Kroc  being  greeted  by  the  mascot  of  his  baseball  team,  the  San  Diego  Padres, 
A  on  his  80th  birthday,  1977.  In  1955  Kroc,  looking  for  capital,  was  willing  to  sell 
half  his  stock  in  McDonald's  for  $25,000.  By  1973  the  company  was  feeding  more 
people  than  the  U.S.  Army.  Today  half  of  McDonald's  is  worth  about  $5  billion. 


(see  also  S.C.  Johnson).  Deerfield 
Academy;  left  Northwestern  for 
Army  Air  Force,  got  wings  1945. 
Worked  in  father's  ad  agency  before 
international  marketing  for  John- 
son Wax.  Venture  capitalist:  chair- 
man Combined  Communications 
until  1981  merger  with  Gannett. 
Major  gop  contributor;  ambassador 
to  Britain  1981.  Not  professional 
diplomat;  resigned  1983.  Director 
S.C.  Johnson  &  Son,  Gannett,  Air 
Wisconsin,  Baxter  International, 
Ralston-Purina.  Philanthropist, 
golfer,  amateur  flier.  With  family's 
30%  S.C.  Johnson  &  Son,  other 
holdings,  fortune  exceeds  $360 
million. 

Stanley  Stub  Hubbard 

Broadcasting.  St.  Mary's  Point, 
Minn.  56.  Married,  5  children.  Fa- 
ther Stanley  Eugene,  92,  founded 
nation's  first  (but  unsuccessful) 
commercial  airline.  Built  one  of 
Minneapolis'  first  radio  stations 
1923  (wamd— "Where  All  Minne- 
apolis Dances"),  added  tv  1948. 
Son  Stanley  Stub  took  over  1981 
after  Dad's  stroke;  Hubbard  Broad- 
casting now  9  tv,  2  radio  stations. 
Pioneering  satellite  tv:  owns  tran- 
sponders; Conus  satellite  news  ser- 
vice with  135  member  stations;  sat- 


ellite-borne program  distributor 
ustv.  Believes  subscription,  pay 
and  free  satellite  will  supplement 
cable  to  large  degree.  "The  best  buy 
in  communications  in  the  next  de- 
cade." Fortune,  in  trusts,  worth  at 
least  $360  million. 

Richard  Louis  Duchossois 

Manufacturing,  broadcasting,  race- 
tracks. Barrington  Hills,  111.  68. 
Widower;  2  daughters,  2  sons  in 
business.  After  Army  service 
WWII,  joined  father-in-law's  small 
Thrall  rr  equipment  manufactur- 
ing firm.  Railroads  declined,  went 
into  ordnance,  etc.  under  umbrella 
Duchossois  Ind.  (sales  now  over 
$800  million).  Also  in  media  with  4 
radio  stations,  1  tv.  Separately 
owns  Hill  'N'  Dale  horse-breeding 
farm.  Bought  Arlington  Park  race- 
track near  Chicago  1984;  it  burned 
1985;  reopened  with  "ambience 
stepped  up"  1989;  also  owns  Quad 
City  Downs  track  near  Moline,  111. 
Known  for  privacy.  Net  worth  esti- 
mated at  $360  million  or  more. 

Arthur  Bejer  Belfer 

Oil,  real  estate,  nyc.  82.  Widowed, 
remarried;  3  children,  2  stepchil- 
dren.   Self-made    immigrant   from 


Poland  WWII.  Until  1952  made 
sleeping  bags  for  Army.  Discovered 
profits  of  oil  &  gas  business — made 
transition:  "The  name  of  the  game 
in  business  is  money."  Went  public 
as  Belco  Petroleum  Corp.  1959. 
Prospered  in  Peruvian  oil,  diversi- 
fied into  domestic  natural  gas — 
coal  mining.  Not  so  lucky  in  1969 
oil  venture  in  Israel:  None  found. 
Friendly  takeover  1983  by  Inter- 
North  (name  since  changed  to  En- 
ron). "If  the  price  is  right,  we'll 
sell."  Arthur,  son  Robert,  54,  both 
Enron  directors.  Luck  or  no  luck, 
stock  and  nyc  real  estate  worth  at 
least  $360  million. 

Gary  Campbell  Comer 

Lands'  End.  Chicago.  61.  Married,  2 
children.  Award-winning  copywrit- 
er for  Young  &  Rubicam  1952-62. 
Sailing  enthusiast;  competed  in 
1968  Olympic  trials.  Frustrated 
with  shopping — saw  market  for 
sailing  equipment.  Founded  Lands' 
End,  mail-order  catalog  for  sailing 
supplies  and  accessories,  1963.  Di- 
versified line  late  1970s:  traditional 
and  casual  clothing,  soft  luggage. 
Hit  it  big;  sailing  merchandise 
eliminated  1977.  1988  sales  $456 
million.  Co.  features  innovative 
catalogs,  friendly  operators;  stress- 
es service.  Went  public  1986;  stock 
worth  $360  million.  "What  is  best 
for  our  customers  is  best  for  all  of 
us  at  Lands'  End." 

William  Arthur  Ficklingjr. 

Charter  Medical  Corp.  Macon,  Ga. 
57.  Married,  4  children.  Grad  cum 
laude  Auburn;  Air  Force  guided- 
missile  officer.  In  father's  real  es- 
tate firm  12  years,  spun  off  Char- 
ter Medical  Corp.  1969  to  run 
nursing  homes;  later  hospitals. 
Struggled  until  late  1970s,  when 
adopted  niche  strategy  to  avoid 
well-capitalized  competitors:  psy- 
chiatric care  units  with  special 
emphasis  on  chemical  dependen- 
cy. Chemicals  big  business:  now 
has  75  such  units;  also  13  general 
care  hospitals.  On  argument  hos- 
pitals should  be  sheltered  from 
competition:  "I  think  that  theory 
is  bunk."  Led  $1.65  billion  lbo  of 
Charter  1988.  "It  reinforces  our 
ability  to  concentrate  on  the  long 
term."  At  present  worth  estimated 
$355  million. 
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This  is  what  happens  when 
Washington  insiders  write  for  outsiders. 


Ridder,  which  recorded  its  th  ithyear  of  earnings  per  share  growth  in  1988,  is  a  worldwide 


•  Owen  Ullmann  winner  of  the  1989  Aldo 
Beckman  Memorial  Award  for  overall 
White  House  coverage  by  the  White 
House  Correspondents  Association. 

•  James  McCartney  1989  winner 
of  Georgetown  University's  Edward 
Weintal  Journalism  Prize  for  Diplo- 
matic Reporting. 

•  Sonja  Hillgren  of  Agweek,  co-winner, 
1st  Place,  1989  National  Association  of 
Agriculture  Journalists.  (The  other 
winner  was  Juan  Pedraza,  also  of 
Knight-Ridder's  Agweek.) 

•  Carl  Cannon  of  the  San  Jose  Mercury- 
News,  winner  of  the  1989  Barnet  Nover 
Memorial  Award  for  outstanding 
reporting  by  a  congressional  reporter. 

•  Mark  Thompson  1989  winner  of  the 
Raymond  Clapper  Memorial  Award  for 
excellence  in  military  coverage. 

These  reporters,  and  the  rest  of  the 
correspondents  and  editors  of  Knight- 
Ridder's  Washington  Bureau,  write  for 
people  outside-the-beltway  Because  that's 
where  our  70  million  readers  live.  We  file 
pieces  that  will  make  it  in  Macon,  find 
their  way  to  San  Jose  and  be  a  Philadelphia 
story  News  about  Washington  that's  of 
interest  to  the  readers  of  Knight-Ridder's 
29  newspapers.  And  coverage  that  runs 
in  230  other  newspapers  subscribing  to 
the  KRTN  News  Wire. 

Translating  Washington  to  the 
rest  of  America  is  one  of  the  reasons 
Knight-Ridder  journalists  and 
newspapers  have  also         ^^^ 
won  25  Pultizer  Prizes       ri92 
in  the  last  five  years.        Lk.%? 


communications  company  with  business  information  services,  cable  systems  and  29  daily  newspaper 


The  Forbes  Four  Hundred. 


Wilton  Robert  Stephens 
Jackson  Thomas  Stephens 

Brothers.  Investment  banking.  Lit- 
tle Rock,  Ark.  Witt:  82.  Widowed, 
remarried;  3  children.  Jack:  66. 
Divorced,  remarried;  5  children. 
Witt  hawked  belt  buckles  and  Bi- 
bles; foresaw  huge  profits  in  buy- 
ing municipal  bonds  low,  1933,  at 
Depression  prices.  Became  big  Ar- 
kansas politico  while  Jack  (An- 
napolis roommate  of  Jimmy  Car- 
ter) built  Stephens  Inc.  into  larg- 
est investment  house  off  Wall 
Street  (took  public  Wal-Mart,  Ty- 
son Foods;  see  Walton,  Tyson).  Also 
oil  and  gas,  real  estate,  high  tech 
(48%    Systematics,   Inc.),   banking 


(31%  Arkansas'  second  largest, 
Worthen  Banking  Corp.,  dealmak- 
ing  with  Indonesian  bankers 
Mochtar  and  James  T.  Riady). 
Split  into  Stephens  Inc.  (invest- 
ment banking)  and  Stephens 
Group  (family  interests);  com- 
bined capital  over  $500  million. 
"Granddaddy  of  them  all,"  Witt 
still  works  full  day  at  office. 
Chairman  Jack  roping  in  foreign 
accounts;  son  Warren,  31,  presi- 
dent and  chief  executive  1986. 
"As  president,  I  sure  don't  plan 
any  changes" — except  to  build  na- 
tional organization.  Staunch  Re- 
publicans. Brothers  still  share  for- 
tune worth  $700  million. 

Wells  Fargo  Bank 


William  Lyon 


MTew  mansions  rising  on  Sob  Hill.  San  Francisco.  1877.  The  Victorian  extrava- 
MM  ganza  in  the  background  teas  built  for  railway  magnate  Charles  Crocker:  next 
door  is  the  house  of  David  Colton.  another  railroad  tycoon.  The  strange  structure 
seemingly  directly  behind  Colton  s  house  teas  actually  a  40-foot-high  spite  fence  built 
nker  when  one  lot  owner  wouldn  t  sell  out  and  give  him  the  whole  square  block. 


Real  estate.  Coto  de  Caza,  Calif.  66. 
Widowed,  remarried;  5  children. 
Flying  lessons  in  high  school,  Air 
Force  career:  wwn  pilot,  Korea  (17 
combat  decorations);  eventual  two- 
star  general,  Chief  of  Air  Force  Re- 
serve (1975-79).  Began  building/de- 
veloping with  brother;  William 
Lyon  Co.  founded  1954;  Chairman 
and  ceo  "General"  Lyon  concen- 
trated on  low-cost  homes  for  first- 
time  buyers,  mushroomed.  Compa- 
ny number  4  on  Professional  Build- 
er largest  overall  builders  list  1988; 
number  1  in  residential.  Sideline: 
Bought  control  with  George  Ar- 
gyros  (which  see)  AirCal  airline 
1982;  resold  for  profit  1986.  Col- 
lects cars.  Commands  fortune 
worth  over  $350  million. 

Irenee  du  Pont  Jr. 

Irene  Sophie  du  Pont  May 

Margaretta  Lammot  du  Pont 

Greeneuialt 
Constance  Simons  du  Pont 

Darden 
Eleanor  Francis  du  Pont  Rust 
Mariana  du  Pont  Silliman 
Octavia  Mary  du  Pont  Bredin 
Lucile  Evelina  du  Pont  Flint 

Brother  and  sisters.  Inheritance. 
Children  of  Irenee  Sr.  (d.  1963), 
president  Du  Pont  Co.  1919-26  (see 
other  du  Fonts,  family).  Irenee  Jr.: 
Montchanin,  Dela.  69.  Married,  5 
children.  With  Du  Pont  Co.  32 
years,  retired  as  senior  vp  1978.  Still 
on  board,  also  boards  of  Wilming- 
ton Trust,  Longwood  Foundation. 
Oversaw  merger  Christiana  Securi- 
ties with  Du  Pont  1977,  which  ef- 
fectively ended  traditional  family 
control  of  companies.  Still  a  family 
leader.  Irene  Sophie  (Mrs.  Ernest 
May):  Wilmington.  88.  Widowed,  4 
children.  Margaretta  Lammot  (Mrs. 
Crawford  H.  Greenewalt):  Green- 
ville, Dela.  87.  Married,  3  children. 
Husband  president  Du  Pont  1948- 
62.  Constance  Simons  (Mrs.  Col- 
gate W.  Darden  Jr.):  Norfolk,  Va.  85. 
Widowed,  3  children.  Husband  (d. 
1981)  governor  of  Virginia  1942-46. 
Eleanor  Francis  (Mrs.  Philip  Gor- 
don Rust):  Thomasville,  Ga.  82. 
Married,  4  children.  Mariana  (Mrs. 
Henry  Harper  Silliman):  Hagley, 
Montchanin,  Dela.  78.  Married,  6 
children.  Octavia  Mary  (Mrs.  John 
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Bruce  Bredin):  Greenville.  76.  Mar- 
ried, 6  children.  Lucile  Evelina 
(Mrs.  Robert  Baronet  Flint):  Green- 
ville. 74.  Married,  5  children.  These 
eight  siblings  share  in  fortune  esti- 
mated at  $2.8  billion. 


Alexis  Felix  du  Pont  Jr. 
Alice  Francis  du  Pont  Mills 

Brother,  sister.  Children  of  A.  Felix 
du  Pont,  distant  cousin  to  Pierre, 
sided  with  him  in  family  split  1915 
(see  other  du  Ponts,  family),  rewarded 
with  stake  in  family  holding  com- 
pany Christiana  Securities.  A.  Felix 
Jr.:  Wilmington,  Del.  83.  Divorced, 
remarried;  3  children  by  first  wife,  1 
by  second.  Alice  (Mrs.  James  Paul 
Mills):  Middleburg,  Va.  76.  Mar- 
ried, 3  children.  Brother,  sister  have 
trusts  believed  worth  $350  million 
each.  Third  branch  most  interest- 
ing: widow,  children  of  brother 
Richard,  noted  pilot  killed  in  WWII 
glider  crash.  Widow  Allaire  suc- 
cessful horse  breeder;  among  first 
women  admitted  to  Jockey  Club 
1983.  With  children,  shares  hus- 
band's inheritance  (trusts),  also  be- 
lieved worth  about  $350  million. 


Ernest  Gallo 
Julio  Gallo 

Brothers.  Wine.  Modesto,  Calif.  80, 
78.  Each  married,  2  children.  Italian 
immigrant  father  Joseph  bought 
230-acre  Modesto  vineyard;  De- 
pression all  but  wiped  out.  Brothers 
went  to  local  public  library  to  find 
out  how  to  make  wine,  started  with 
$5,900.  A  billion  dollars  later  (esti- 
mated 1988  Gallo  revenues — now 
largest  winery  in  world)  smiling  Ju- 
lio still  squeezes  the  grapes,  un- 
smiling Ernest  pinches  the  pennies. 
First  major  success:  Thunderbird 
(connoisseurs  reject,  winos  don't). 
Constant-  effort  since  to  upgrade 
product,  image.  Gaining  share  in 
premium  and  "superpremium" 
wines,  also  brandy.  Chairman  Er- 
nest considered  "intuitive  market- 
ing genius."  Sales  recruits  get  300- 
page  training  manual.  Ad  budget 
1988  estimated  $80  million.  Broth- 
ers lobbied  (successfully)  for  estate 
tax  change  known  as  "Gallo 
Amendment."  Brother  Joseph,  from 
same  tough  mold;  sued  by  Ernest  & 
Julio  for  putting  family  name  on 
cheese  business;  he  countersued  for 
third  of  winery.  But  Ernest  &  Julio 


WW  arold  Vanaerbilt's  Rainbow,  being  launched,  1934.  The  second  of  his  three  Cup 
MM  defenders.  Rainbow  was  slower  than  the  British  boat.  Even  with  brilliant 
skippering,  Vanderbilt  won  only  because  of  a  superior  crew  and  a  highly  partisan 
ruling  by  the  New  York  Yacht  Club  after  a  British  protest.  Britannia  rules  the  waves, " 
complained  one  journalist,  "but  America  waives  the  rules. " 


Winery  won  both  decisions.  Jointly 
own  company  alone  worth  $700 
million.  Ernest  believed  also  to 
have  large  personal  portfolio. 

John  Edward  Anderson 

Beverage  distribution.  Bel  Air, 
Calif.  72.  Widowed,  remarried;  4 
children.  Peddled  popcorn  outside 
dad's  Minnesota  barbershop,  ucla 
on  hockey  scholarship  1936;  Har- 
vard M.B.A.,  night  law  school  at 
Loyola.  Cofounder  Kindel  &.  Ander- 
son law  firm  1953;  learned  business 
from  beverage-distributor  clients 
1950s,  formed  Ace  Beverage,  got  la 
rights  to  then  minor  brand:  Bud- 
weiser.  Now  $248  million  sales. 
Also  banks,  insurance;  Century 
City  headquarters  worth  $90  mil- 
lion. Low  key:  "There's  nothing  to 
be  gained  by  shouting  from  the 
mountaintop."  $15  million  ucla 
gift  blew  cover  in  1987:  Worth 
more  than  $350  million.  "I  still 
have  trouble  paying  75  cents  for  a 
Snickers."  (See  Mars .) 


Jack  Parker 

Real  estate,  nyc,  Boca  Raton,  Fla. 
74.    Married,    2   children.    Son   of 


blouse  manufacturer;  joined  un- 
cle's wrecking  business,  then  lum- 
ber salesman.  Founded  Parker  Con- 
struction 1955  with  $20,000  sav- 
ings. "That  takes  guts."  Developed 
first  highrise  apts.  nyc's  Queens 
1950s,  expanded  into  Manhattan, 
New  Jersey,  Florida.  Big  co-oper, 
poured  estimated  $150  million 
profits  into  suburbia  office/hotel 
projects.  Built  Parker  Meridien  Ho- 
tel 1981.  "This  is  the  one  project 
he's  happiest  about,"  says  heir  ap- 
parent grandson  Adam  Glick. 
Parker  on  real  estate:  a  "crapshoot. 
You  have  to  look  at  the  downside  if 
you  want  to  survive."  Net  worth 
estimated  over  $350  million. 

Franklin  Parsons  Perdue 

Chickens.  Salisbury,  Md.  69.  Twice 
divorced,  4  children.  As  child  sold 
eggs  at  father's  hatchery.  Joined 
family  business,  made  transition 
from  eggs  to  broilers;  company 
took  off  in  post-WWII  chicken 
boom.  A.W.  Perdue  &  Son  fully  in- 
tegrated 1968:  feed,  processing,  etc. 
Perdue  Farms  now  country's  4th- 
largest  chicken  outfit;  sales  over  $1 
billion.  Famous  even  to  nyc  looka- 
like  Mayor  Koch:  "He's  an  upper- 
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echelon  chicken-guy."  Met  with 
nyc  mob  big  Paul  Castellano  to 
block  union  drive  1980.  "It  takes  a 
tough  man  to  make  a.  tender  chick- 
en." Retired  as  ceo  1988,  still 
chairman.  With  family's  90%  of 
company,  has  carved  out  fortune 
totaling  at  least  $350  million. 

Grover  Connell 

Food,  equipment  leasing.  West- 
field,  N.J.  71.  Married;  3  children,  2 
in  business.  Took  over  family's 
Connell  Rice  &.  Sugar  1950,  after 
WWII  Navy  hitch;  built  into  na- 
tion's biggest  independent  broker/ 
trader  rice,  sugar.  Handles  much  of 
government's  foreign-aid  rice  crop. 
Expanded  into  booming  equipment 
leasing  1973,  now  more  than  half 
his  business.  Over  $600  million  in 
owned  equipment:  "We  do  a  lot  of 
big  deals."  Combined  revenues  ex- 
ceed $1  billion.  Developing  170 
acres  commercial  real  estate  in  N.J. 
Lives  modestly,  sent  kids  to  public 
schools.  Well-wired  Democrat.  Net 
worth  believed  over  $350  million. 

Jane  B.  Engelhard 

Inheritance.  Far  Hills,  N.J.  71 .  Twice 
widowed,  5  daughters.  Left  war-torn 
Europe  for  Buenos  Aires  1940  with 
"nothing  except  our  passports  and 
our  personal  belongings."  Second 
husband,  "Platinum  King"  Charles 
Engelhard  Jr.,  built  $300  million  es- 
tate from  precious  metals  business. 
Couple  worldwide  jet-setters,  nu- 
merous houses  including  South  Af- 
rica; Charles  died  1971.  Jane  now 
retired  socialite,  entertains  discreet 
ly  in  beloved  New  Jersey  home, 
Cragwood;  Mike  Tyson  moved  in 
next  door.  Collects  rare  books,  docu- 
ments; likes  difficulty  of  finding 
first  editions:  "That  gives  you  even 
more  courage  to  pursue  your  collect- 
ing." Controls  fortune  believed 
worth  over  $350  million. 

Norman  E.  Alexander 

Sequa  Corp.  Scarsdale,  N.Y.  75. 
Married,  4  children.  Native  of 
South  Bronx,  son  of  spats  manufac- 
turer. Earned  Columbia  law  degree, 
never  practiced;  entered  family 
business,  changed  to  leggings. 
Bought  into  film  distribution,  sold 
at  profit;  purchased  printing  pig- 
ments firm,  merged  into  Sun 
Chemical  (major  producer  printing 


ll'l  Bcttmann 


Mark  Les  Goodson 


Tl  ed  Turner  receiving  instruction 
on  handling  a  Georgia  Tech  bathtub 
racsrin  1976.  The  following  year  he 
skippered  another  sort  of  racer,  the 
twelve-meter  yacht  Courageous,  to  a 
4-0  victoty  in  the  America's  Cup. 


inks)  1957,  became  ceo,  kept  buy- 
ing Sun  stock.  Credited  with  take- 
overs of  20  small  companies;  also 
Chromalloy.  Sun  renamed  Sequa 
Corp.  1987.  Also  owns  small  plas- 
tic resins  co.,  Ampacet  (Mount  Ver- 
non, N.Y.).  His  48%  Sequa,  plus 
Ampacet,  etc.  worth  $350  million. 

Frank  James  Pasquerilla 

Real  estate,  department  stores. 
Johnstown,  Pa.  63.  Married,  2  chil- 
dren. Father,  immigrant  coal  miner, 
died  of  black  lung  disease,  ending 
Frank's  plans  (he  was  18)  for  Temple 
U.  Joined  fledglingCrown  Construc- 
tion as  clerk  1951;  sole  owner  1961. 
Rode  trend  by  building  enclosed 
malls  1960s.  First  mall  developer  to 
get  into  department  stores:  $35  mil- 
lion Hess'  department  stores  pur- 
chase 1979.  Crown  America  now 
aggressively  expanding  with  38 
shopping  centers,  76  Hess' stores:  "If 
you  allow  growth  to  stop,  profits  will 
erode."  Completed  new  $27  million 
headquarters  on  Johnstown  flood 
plain.  "We  do  things  different  from 
other  developers."  Worth  at  least 
$.150  million. 


Game  shows,  nyc  and  Beverly 
Hills.  74.  Thrice  divorced,  3  chil- 
dren. Son  of  Russian  immigrant 
chicken  farmer  who  opened  health 
food  store  in  Berkeley.  Mark  be- 
came successful  radio  announcer 
after  college.  Arrived  nyc  1941,  de- 
veloped "mike  fright";  created  soap 
operas,  game  shows  instead.  With 
partner,  dealmaker  Bill  Todman  (d. 
1979),  from  1946  tumultuous  33- 
year  relationship  produced  over  50 
shows  including  What's  My  Line,  I've 
Got  a  Secret,  Password,  Family  Feud. 
Poured  profits  into  newspapers, 
real  estate:  $170  million  for  New 
Haven  Register  1986;  $155  million 
for  Mornstown  (N.J.)  Daily  Record 
1987.  Net  worth  believed  over  $350 
million.  "I  hate  to  fail  more  than  I 
like  to  succeed." 

Betsey  Gushing  Roosevelt 
Whitney 

Inheritance.  Manhasset,  N.Y.  81. 
Divorced,  widowed;  2  children  by 
first  husband  (James  Roosevelt,  el- 
dest son  of  F.D.R.).  President's  "fa- 
vorite daughter-in-law";  White 
House  hostess.  Divorced  1940. 
Married  1942  John  Hay  (Jock)  Whit- 
ney, publisher  New  York  Herald  Tri- 
bune. Ambassador  to  Court  of  St. 
James  1957-61,  heir  to  large  19th- 
century  fortune:  oil,  tobacco,  land, 
railways.  Died  1982.  Left  almost 
entire  holdings,  including  impres- 
sive art  collection,  to  Betsey.  Ac- 
tive philanthropist:  over  $8  million 
to  Yale,  in  remembrance  of  Jock 
and  her  father,  noted  brain  surgeon 
Harvey  Cushing.  Resides  on  500- 
acre  Long  Island  estate.  Believed 
worth  over  $350  million. 


Jack  Monteith  Berry 


Citrus.  Winter  Haven,  Fla.  and 
Blowing  Rock,  N.C.  72.  Married;  1 
son,  2  daughters.  Native  Tennes- 
seean,  took  public  speaking  lessons 
to  lose  accent;  to  nyc  age  22,  set  up 
fruit  brokerage  business,  earning 
$75,000  a  year  at  30.  Came  to  Flori- 
da 1960s,  snapped  up  orange  groves 
at  "outlandish"  $1,500  an  acre; 
most  land  now  worth  about 
$12,000  per  acre.  One  of  last  inde- 
pendent growers:  20,000  acres 
mostly  south  of  freeze  zone;  3  plas- 
tics plants;  box  plant.  Recent  half- 
hearted attempt  to  sell  stock  in 
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company,  but  decided:  "I  have  a  son 
who  is  very  interested  in  keeping 
the  business."  Enjoys  yachting 
trips  with  family  (all  live  in  Winter 
Haven).  Net  worth  estimated  over 
$350  million. 

Arthur  G.  Cohen  • 

Real  estate.  Kings  Point,  N.Y.  59. 
Married,  5  daughters.  Built  Long  Is- 
land homes  1950s.  Arthur  devel- 
oped Arlen  Realty  1970s,  merged 
with  Korvette's  1971,  grew  to  larg- 
est public  real  estate  firm.  Mid- 
1970s  real  estate  crash  nearly 
ruined  Arlen;  Arthur  put  in  $30 
million  of  own  money.  Reputation 
preserved.  Now  does  hundreds  of 
deals  nationwide:  designs  deal, 
takes  piece,  lets  others  build,  oper- 
ate properties:  "One  of  the  most 
facile  financial  minds  I've  ever  en- 
countered." Photographic  memory. 
Name  not  on  midtown  nyc  head- 
quarters door  (but  North  Shore  gar- 
dens in  House  &  Garden).  Collects 
art.  Net  worth  at  least  $350 
million. 

Ian  Woodner 

Real  estate,  art.  nyc  and  East 
Hampton,  N.Y.  86.  Divorced,  2 
children.  Harvard-educated  archi- 
tect. Under  Robert  Moses,  designed 
Central  Park  Zoo,  N.Y.  World's 
Fair   buildings    1939.    First    apart- 


ment project  1943:  110  units  Wil- 
mington, Dela.  "No  one  wanted  to 
build  low-cost  housing  for  black 
people,  so  we  did."  Also  early  fha- 
financed  D.C.  project.  His  Jonathan 
Woodner  Co.  now  3,500  units  New 
York,  1,400  D.C,  etc.  Respected  art 
collection  worth  estimated  $125 
million.  Own  artwork  exhibited  in 
Munich,  Israel,  etc.  1960s.  Son  Jon- 
athan died  in  plane  crash  1988.  Net 
worth  estimated  at  $345  million. 
"If  you're  going  to  be  in  real  estate, 
plan  to  live  a  long  time." 

Ralph  McAllister  Ingersoll  II  • 

Publishing.  Lakeville,  Conn.  43. 
Married,  4  children.  Father  Ralph, 
famed  editor  (Fortune,  Time,  Life), 
not  as  brilliant  in  business.  Finally, 
in  his  40s,  turned  to  publisher- 
friend  Charles  Marsh:  "Charlie, 
will  you  teach  me  how  to  make 
money?"  Died  at  age  84,  the 
wealthy  owner  of  1 1  newspapers. 
Son  Ralph  learned  business,  also 
acquired  Marsh's  lessons:  "My  con- 
ception of  a  well-run  newspaper  is 
the  difference  between  a  10%  profit 
margin  and  a  30%  profit  margin." 
Built  chain  into  40  dailies,  189 
weeklies  so  far  with  partner  War- 
burg Pincus  Capital  Paitners:  Inger- 
soll Newspapers,  Community 
Newspapers,  ipl  (Britain).  Net 
worth  over  $345  million. 


I  I'l  Ikrttmann 


WW  Ross  Perot  at  a  prisoner  of  war  camp  in  South  Vietnam.  1970.  The  maker 
ffS  of  one  of  the  first  of  the  great  computer  fortunes.  Perot  today  keeps 
most  of  bis  money  in  CDs. 


Thomas  Mellon  Evans 

Investments,  nyc.  79.  Divorced, 
widowed,  remarried;  3  children  by 
first  marriage.  Introduced  to  busi- 
ness by  distant  relative,  Gulf  Oil 
boss  W.L.  Mellon,  conquistador  of 
undermanaged  companies.  Proven 
success;  turnarounds  include  bank- 
rupt H.K.  Porter  1938,  Crane  Co. 
1959,  over  80  others.  Appreciates 
new  market  atmosphere:  "Take- 
overs weren't  respectable.  Now 
they  are."  Resigned  top  slot  at 
Crane  after  losing  bout  with  board, 
son  Shell;  Shell  now  heads.  Despite 
son  Edward's  pleas,  sold  his  22% 
Macmillan  (publishing)  stock;  son 
no  longer  runs  company.  Interest  in 
H.K.  Porter,  Crane,  Fansteel,  etc., 
bonds,  horses,  art.  Net  worth  at 
least  $345  million. 

Lloyd  Edward  Cotsen 

Neutrogena  Corp.  60.  Bel  Air,  Calif. 
Widowed,  remarried;  3  children. 
Princeton,  Harvard  M.B.A.  1957; 
worked  as  archeologist  in  Greece. 
Served  in  Navy.  Joined  father-in- 
law's  skin-care  products  firm  1958, 
too  late  to  prevent  boss  from  con- 
tracting to  market  transparent  Bel- 
gian soap.  Low-key  marketing 
through  doctors,  hotels  made  com- 
pany leader  in  specialty  soaps.  Still 
disdains  diversification,  focusing 
on  skin-care  market.  Still  avid  ar- 
cheologist. Active  in  Jewish  chari- 
ties. Daughter  Tobey,  30,  started 
Bundle  of  Convenience:  disposable 
diaper,  baby  items  delivery  service 
in  Los  Angeles.  Total  wealth,  most- 
ly Neutrogena  stock,  over  $345 
million. 


Aaron  Spelling 

Television.  Holmby  Hills,  Calif. 
66.  Divorced,  remarried;  2  children. 
Son  of  Russian  immigrant  tailor, 
raised  Dallas,-  year  in  bed  after  "ner- 
vous breakdown,"  age  8.  To  la 
1953.  With  Danny  Thomas,  first 
hit:  The  Mod  Squad,  1968.  With 
Leonard  Goldberg,  Charlie's  Angels, 
The  Inn-  Boat.  Fantasy  /stand,  etc., 
1970s.  At  peak,  produced  third  of 
abc's  prime-time  schedule:  "Aar- 
on's Broadcasting  Co."  Clout  with 
abc  waning,  went  public  1986. 
Merged  with  Carl  Lindner's  (which 
see)  Great  American  Communica- 
tions Co.  1989.  "I  always  feel  I'm 
going  to  wake  up  and  it'll  be  a 
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dream."  Sinking  est.  $40  million 
into  giant  Beverly  Hills  mansion; 
net  worth  estimated  at  least  $345 
million,  net  of  dreams. 

John  Arrillaga 
Richard  Taylor  Peery 

Partners.  Real  estate.  Palo  Alto, 
Calif.  John:  51.  Married;  1  son,  1 
daughter.  Son  of  spud  farmer;  Stan- 
ford hoops  scholarship,  later  sold 
southern  California  real  estate. 
Richard:  49.  Married;  3  sons,  1 
daughter.  Devout  Mormon;  sister 
Nancy  wed  Richard  E.  Marriot 
(which  see).  After  Stanford  business 
school,  ran  sf  properties  for  father; 
bought  California  fruit  farms,  bet- 
ting on  Silicon  Valley  research 
boom.  Partners  teamed  up  1967: 
now  secretive  lords  of  Silicon  Val- 
ley r&d  space,  control  at  least  7 
million  sq.  ft.  commercial  space 
(millions  more  sold  off).  John  the 
builder-dealster;  Dick  shuffles 
money,  paper;  colleague:  "Tough- 
est businessmen  I've  ever  dealt 
with."  Pair  live  two  blocks  apart; 
John  fanatic  gardener,  Dick  avid 
outdoorsman.  Together,  Dick  and 
John  worth  at  least  $670  million. 

Charles  Allen  Jr. 
Herbert  Allen 
Herbert  Anthony  Allen 

Stock  market,  real  estate,  nyc. 
Charles:  86.  Divorced,  remarried;  3 
children  by  first  marriage.  Brother 
Herbert:  81.  Widowed,  remarried;  1 
daughter,  1  son.  Charlie  reared  in 
Manhattan  in  cold-water  flat,  quit 
high  school  at  15,  started  bond  trad- 
ing at  19  with  $1,000,  2  phones. 
Brought  in  Herb  1928.  Lost  first 
million  in  Crash.  Herb's  deft  De- 
pression trading  kept  Allen  &  Co. 
going.  Since  1930s,  bets  on  unlikely 
firms  paid  off  in  spades:  Herb  (now 
semiretiredj  put  $3  million  in  Ben- 
guet  Mining,  yielding  over  $45  mil- 
lion; Charlie's  $1  million  in  Syntex 
now  worth  about  $300  million. 
Charlie:  "I  have  hunches."  Invested 
heavily  in  '  Chicago,  Kansas  City 
real  estate  with  Arthur  Rubloff. 
Herb's  son  Herbert  A.:  48.  Di- 
vorced, remarried;  4  children. 
Joined  firm  1962;  defied  father's  ad- 
vice, bought  6%  Columbia  Pictures 
1973,  raked  in  $40  million  on  1982 
sale  to  Coca-Cola.  Added  under- 
writing (including  Coca-Cola  En- 
terprises),     investment      banking 


Tlhe  horseback  dinner  at  Sherry's,  1903-  C.K.  G.  Billings  owned  a  Chicago  gas 
company  but  moved  to  New  York  to  make  a  splash  in  society.  Animal  dinners  were 
then  in  vogue  and  even  the  old-money  Mrs.  Stuyvesant  Fish  had  given  one  with  a 
monkey — in  full  evening  dress — as  guest  of  honor. 


(steady  client:  Rupert  Murdoch, 
which  see).  Allen  &  Co.  secretive, 
active.  Reportedly  raised  stake  in 
new  Columbia  Pictures  Entertain- 
ment. Herbert  A.:  "We're  long-term 
speculators."  Silent  partners  with 
Bernard  Mendick  (which  see)  in 
Washington,  D.C.  real  estate.  Fam- 
ily donated  $15  million  to  New 
York's  Columbia-Presbyterian 

Hospital.  Stakes  in  over  200  com- 
panies, real  estate  make  shared  for- 
tune at  least  $1  billion,  possibly 
much  higher. 

Seymour  B.  Durst 
Royal  H  Durst 
David  M.  Durst 

Brothers.  Real  estate.  Father  Joseph 
emigrated  from  Austria  1902, 
founded  Durst  Organization  1915 
to  manage  Manhattan  properties. 
Sons  shifted  emphasis  from  resi- 
dential to  office  space  1940s  ("and 
we're  very  happy  we  did");  built  on 
Third  Avenue  1950s,  moved  over  to 
Sixth  Avenue  1960s.  Durst  Organi- 
zation controls  about  4.5  million 
sq.  ft.  midtown  nyc  office  space, 
also  275,000  sq.  ft.  prime  land  in 
midtown.  Seymour:  nyc.  76.  Wid- 
owed, 4  children.  Started  in  ac- 
counting. Now  heads  Durst  Orga- 


nization; playing  less  active  role 
these  days.  "Times  Square  is  like 
the  Bermuda  Triangle — invest- 
ments made  there  are  never  heard 
from  again."  Royal:  Westchester 
County,  N.Y.  70.  Married,  3  chil- 
dren. Handles  construction  end  of 
business.  David:  Chappaqua,  N.Y. 
64.  Married,  5  children.  Shares 
management  of  the  construction 
business  with  Royal,  also  leasing. 
Brothers  share  fortune  of  at  least  $1 
billion. 

Frank  Sherman  Morgan 
Sherman  W.  Dreiseszun 

Nephew,  uncle.  Real  estate,  banks. 
Kansas  City,  Mo.  Frank:  62.  Di- 
vorced, 5  children.  Sherman:  65. 
Married,  2  children.  Frank,  son  of 
European  immigrant  traveling 
salesman,  fatherless  in  high  school; 
Navy  storekeeper  3rd  class  WWII. 
Abandoned  college,  imported  sur- 
plus war  goods  from  Guam;  joined 
Uncle  Sherm  manufacturing  wo- 
men's sportswear  1950;  together 
since,  with  Frank  in  the  lead.  Start- 
ed bank,  began  first  shopping  cen- 
ter 1964.  Bucked  incestuous  Kansas 
City  banking  community  with  ag- 
gressive real  estate  lending  starting 
late  1960s:  spurred  continuing  real 
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Daewoo's  wide  range  of  innovation  includes  highly  advanced  computers. 


Daewoo's  innovative  minds  have  put 
Daewoo  right  at  the  frontier  of  the  new 
technology.  This  is  particularly  true  with 
computers.  Daewoo  recently  built  a  major 
facility  to  manufacture  a  highly  advanced 
computer  chip.  The  fact  is,  Daewoo  invests 
a  large  part  of  its  earnings  not  only  in  the 
R&D  to  develop  a  better  product,  but  in 
the  manufacturing  technology  that  will 
deliver  that  better  product.  By  placing  a  big 
emphasis  on  innovation,  Daewoo  has, 
in  just  over  20  years,  become  a  leader 
in  such  diverse  industries  as  computers 
and  heavy  machinery,  aeronautics  and  auto- 
mobiles, shipbuilding  and  telecommunica- 
tions. Find  out  how  Daewoo's  innovative 
minds  can  help  your  company  to  grow. 


Daewoo  International  (America)  Corp.  (212)  909-8200. 
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estate  boom.  Ultra-low  profile,  ex- 
cept employers  of  numerous  former 
politicians.  Now  control  banks, 
thrifts  with  almost  $6  billion  in 
assets;  over  11  million  sq.  ft.  of 
malls.  Morgan,  abrupt  and  taciturn, 
said  to  be  sports  fanatic.  Two  con- 
trol visible  assets  through  myriad 
trusts,  straw  men,  worth  at  least 
$660  million. 

Anne  Catherine  Getty  Earhart  • 
Caroline  Marie  Getty  * 
Claire  Eugenia  Getty  Perry  * 

Inheritance.  Daughters  of  George 
Getty  (d.  1957),  son  of  oilman  Jean 
Paul  Getty;  collectively  known  as 
"Georgettes"  by  family.  Anne:  37, 
married,  last  known  to  reside  in 
Seattle;  2  children.  Filed  initial  suit 
attacking  half-uncle  Gordon's 
(which  see)  control  over  Sarah  C. 
Getty  Trust,  sale  of  Getty  Oil.  Mar- 


ried to  Former  Peace  Corps  volun- 
teer. Claire:  35,  also  married  to  for- 
mer Peace  Corps  man;  last  known 
address  New  Haven;  has  illegiti- 
mate son.  Amid  initial  Getty  Oil- 
Pennzoil  deal,  petitioned  California 
judge,  got  temporary  restraining  or- 
der that  gave  Bruce  Wasserstein 
chance  to  bring  in  Texaco,-  ulti- 
mately resulted  in  Getty  Oil  sale. 
Caroline:  32,  single,  last  known  liv- 
ing near  San  Francisco.  All  reported 
avid  environmentalists;  share  por- 
tion of  Getty  trusts  worth  estimat- 
ed $990  million. 

Patrick  George  Ryan 

Insurance.  Chicago.  52.  Married,  3 
sons.  Fired  from  first  job  on  first 
day.  Started  at  Northwestern  on 
football  scholarship;  organized 
sales  network  in  college  to  sell 
scrap  books  to  coeds.  Went  into 


Magnurr 


f  !<:'%:  ''  at  her  Venetian palazzo  fife  usa I  her  family's  mining 

fortune  to  build  one  of  the  world's  great  collections  of  modern  art. 
■  let  ordinary  tourists  tr  ugh  her  house  to  admire  it 


insurance  to  make  big  money; 
started  own  credit  insurance  firm 
with  breakthrough  idea:  sell 
through  auto  dealers.  Made  good 
impression  with  strict  dress  code 
for  salesmen;  public  1972.  Merged 
into  W.  Clement  Stone's  languish- 
ing Combined  International  1982, 
taking  11.1%  stake;  became  ceo. 
Made  acquisitions;  renamed  Aon 
Corp.  (Gaelic  for  "unity")  1987. 
Finds  time  for  family  vacation  and 
civic  leadership  in  Chicago.  Aon 
stock  and  accumulated  dividends 
worth  $330  million. 

Gertrude  Ramsay  Crain 

Publishing.  Chicago.  78.  Widowed, 
2  sons.  Husband  G.D.  Crain  (d. 
1973)  launched  Hospital  Manage- 
ment 1916,  founded  Crain  Commu- 
nications. Flagship  Advertising  Age 
1930;  now  25  business,  trade  publi- 
cations (Automotive  News,  American 
Drycleaner).  Sons  Ranee  and  Keith 
run  company,  but  "what  she  says 
goes."  Big  move  into  regional  busi- 
ness papers:  Chicago,  Detroit, 
Cleveland.  "Citizens  Crain"  start- 
ed nyc  business  weekly  1985, 
bought  and  folded  competitor,  yet 
to  make  money.  Keith:  "The  thing  I 
recall  most  from  my  father  is  that 
working  wasn't  working,  it  was 
fun."  Fortune  estimated  over  $330 
million. 


John  Quentin  Hammons 

Hotelier.  Springfield,  Mo.  65.  Mar- 
ried, no  children.  Taught  school; 
worked  on  Alaskan  highway;  Navy 
WWII.  Returned  home,  set  up  busi- 
ness in  concrete  products;  failed — 
$57,000  in  debt  by  1948.  Recouped 
by  building  homes,  shopping  cen- 
ters; out  of  debt  in  year.  Went  into 
Holiday  Inn  franchises  with  partner 
Roy  Winegardner  1959.  Built  31  ho- 
tels, sold  to  Holiday  Inns  for  stock 
1970  (Roy  later  became  hi  chair- 
man). Sold  off  substantial  portion 
hi  stock  1987,  but  still  has  some 
Inns.  Now  over  8,000  hotel  rooms; 
aggressively  building  trade  centers, 
Embassy  Suites  Hotels.  Changed 
the  face  of  hometown  Springfield. 
Also  endowed  heart  institute.  Net 
worth  at  least  $330  million. 


George  Soros 

Money  manager,  nyc,  Southamp- 
ton, N.Y.  58.  Divorced,  remarried; 
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.he  MCI  Card*  is 
easier  to  use  than  the 
AT&T  Card.  From  any 
phone  in  the  U.S.  to 
almost  any  phone  in  the 
world. 

Unlike  the  AT&T  Card, 
you  never  have  to  read 
payphone  labels,  listen 
for  recordings,  or  dial 
differently  from  different 
phones.  And  whether 
you  dial  direct  or  use  an 
operator,  you'll  never 
experience  hidden 
charges  with  MCIf 

With  MCI  you'll  get 
unsurpassed  call  quality 
And  savings  over  AT&T. 
Month  after  month. 

Take  the  MCI  Card.  Or 
take  your  chances. 


Let  us  show  you.3 
1-800-888-0800 


® 


The  MCI 

Card. 

America's 

Business 

Card. 


THE  SECRETS  OUT! 

Free  booklet  tells  you  what  successful 
investors  already  know. 


If  you've  ever  been  confused  by  short-term  invest- 
ments like  CD's,  Treasury  Bills,  money  market  funds, 
and  money  market  deposit  accounts,  this  free  booklet, 
"Secrets  of  Successful  Money  Managing"  can  help.  It 
offers  easy-to-understand  explanations,  definitions  and 
helpful  worksheets  on  how  to  make  your  money  work 
harder  for  you.  Prepared  by  Kemper  Financial  Services, 
Inc..  the  investment  manager  of  Kemper  Money 
Market  Fund,  it's  yours  free,  while  supplies  last. 

Upon  request,  we  will  also  send  you  a 

prospectus  of  Kemper  Money  Market  Fund 

which  contains  more  complete  information 

including  expenses  and  management  fees. 

Please  read  it  carefully  before  you  invest  or 

toll  free  today  1-800"537"6001 


Kemper  Money  Market  Fund 

Kemptr  Financial  Services  im    liosouih  LaSaDe  Street  Chicago.  Illinois  60603 
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Need  More 
Advertiser  Info? 

Just  Send  Us 
A  Card 


Reader  Service  Cards 
are  available  in  this  issue 
of  Forbes. 

Send  one  in  and  receive 
the  advertiser  information 
vou  need— from  annual 
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reports  to  product-specific 
sales  brochures. 
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5  children.  Born  Budapest.  London 
School  of  Economics;  grades  not 
good  enough  to  make  professor,  im- 
migrated to  U.S.  1956.  Currency 
trader,  stock  analyst;  started  Cura- 
sao-based Quantum  Fund,  foreign 
investors  only,  1969.  "World's 
greatest  money  manager"  hobnobs 
with  finance  ministers  in  5  lan- 
guages. Endowed  foundations 
U.S.S.R.,  China,  Hungary.  Manages 
$1.8  billion  Quantum,  a  $500  mil- 
lion European  fund.  Bullish  until 
1987  crash:  lost  $900  million  in 
asset  value  (but  year  up  15%).  Re- 
portedly: mediocre  1988;  slow  start 
1989;  20%  August  gain.  His  share 
funds,  other  assets,  believed  worth 
over  $325  million. 

Joseph  Dahr Jamail  Jr.  * 

Lawyer.  Houston.  63.  Married,  3 
children.  Father  and  uncle  owned 
chain  of  grocery  stores  in  Houston 
area.  Undergrad  and  law  school  at 
U.  of  Texas;  passed  bar  1952,  gradu- 
ated 1953.  Went  to  D.A.'s  office, 
then  small  law  firm;  stayed  one 
year,  formed  own  firm.  Took 
up  personal  injury — "sore-back 
cases"— where  he  could  "really  feel 
big  helping  somebody."  Got  bigger 
fast  with  huge  contingency  fee 
from  Texaco-Pennzoil  case  (est. 
around  $420  million,  pretax):  1,500 
phone  calls  within  next  3  days;  new 
clients  include  Kirk  Douglas.  In- 
vestments in  oil  and  gas,  real  es- 
tate. After  Pennzoil,  plus  lifetime 
of  sore  backs,  now  surely  worth  at 
least  $325  million  net  of  full  tax;  he 
has  bragged  much  higher. 

John  Thomas  Lupton 
Elizabeth  lupton  Davenport 

Brother  and  sister.  Bottling.  Grand- 
father John  T.  (d.  1933)  got  right  to 
distribute  Coca-Cola  1899.  Used 
portion  of  patent  medicine  fortune 
to  finance  first  Coke  bottling 
plants.  Father  Thomas  Cartter  took 
over;  bought  and  sold  Coke  fran- 
chises at  frantic  pace.  John:  Chatta- 
nooga, Tenn.  63.  Married,  4  chil- 
dren. Enlisted  Navy  1944;  assigned 
to  pt  boat.  "Jack"  joined  business 
as  bottle  washer;  took  over  at  fa- 
ther's death  1977.  jtl  largest  U.S. 
bottler  at  sale  to  Coca-Cola  1986 
for  $1.4  billion.  "The  timing  was 
right  for  this."  John's  timing,  his 
half  jtl  netted  him  some  $325  mil- 
lion. Main  force  behind  River  City 
Co.,  estimated  $750  million  re- 
vamping of  river  area  in  Chattanoo- 
ga. Elizabeth  (Mrs.  Rudolph)  Dav- 
enport: Lookout  Mountain,  Tenn. 
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There's  only  one  way  to  become  a 
major  player  in  acquisition  financing. 
Performance,  across  the  board,  in 
every  facet  of  every  deal. 

Ask  First  Chicago  to  respond,  and 
we  move.  When  Tonka  wanted 
to  acquire  Kenner/  Parker  Toys  on  an 
ambitious  timetable,  we  secured 
$625  million  in  bank  financing  in  less 
than  a  week.  Tonka  made  its  tender 
offer  four  days  later. 


Ask  us  for  industry  expertise,  and 
we  deliver.  Weve  built  capital  struc- 
tures and  provided  financing  for 
some  of  the  top  U.S.  companies  in 
more  than  a  dozen  specialized  indus- 
tries-from  communications  and  real 
estate  to  energy  and  transportation. 

Look  to  us  for  a  commitment,  and 
we  get  it.  For  Kroger  s  restructuring, 
management  needed  a  commitment 
in  five  days.  They  got  it.  we  co-agented 


and  syndicated  a  $3.6  billion  financ- 
ing for  a  successful  recapitalization. 

in  transaction  structuring,  we're 
second  to  none.  Our  acquisition 
finance  teams  are  comprised  of  rela- 
tionship, product  and  syndications 
professionals  dedicated  to  delivering 
sound,  salable  deals.  Time  after  time. 

we've  got  a  long  list  of  tough, 
successful  deals.  Which  is  to  say,  we 
belong  on  your  short  list. 


IN  CHICAGO,  WE'VE  ALWAYS  HAD 

A  CERTAIN  TALENT 
FOR  COLLECTING  TOMBSTONES. 


Performance  has  always  been  a  Chicago  tradition. 

FIRST  CHICAGO 


PPI\ \U    VlllAS 
Ano  COURt  ClUB 


AAA  4  Diamond  Award 


Call  for  Reservations  (619)  323-1773 

Outside  California  (BOO)  854-1298 

California  (800)  255-1773 


PIGS 
FLYING 


DAILY 

Maurice's  Gourmet  Barbeque 
And  Heirloom  Sauce 
Delivered  To  Your  Door 
(Or  The  Door  of 
Someone  Special)! 


Maurice- 


Dial  1-800-MAURICE 

W>    For  Your  FREE  Catalog, 
Or  Fax  1-803-791-8707 

-JLJNATREAT 


56.  Divorced,  remarried;  3  children. 
John  and  Elizabeth  believed  to 
share  50/50  jtl  proceeds,  not  the 
60/40  previously  reported.  Also  has 
fortune  at  least  $325  million. 

Harry  Lebensfeld  A 

uis,  Inc.  nyc.  85.  Separated,  1 
daughter.  Founded  United  Industri- 
al Syndicate  1945,  now  uis.  First 
acquisition:  small  desk  manufac- 
turer, Shelbyville,  Ind.  Assembled 
14  companies,  some  turnarounds — 
millwork,  wholesale  supply,  auto- 
mobile parts,  Necco  wafers.  1988 
revenues:  $557  million.  Still  chair- 
man, chief  executive.  Lean  opera- 
tion; 15  people  in  nyc  headquar- 
ters. Wants  more  acquisitions,  in 
same  or  related  fields.  "No  interest 
whatsoever  in  retail  or  service  busi- 
nesses, real  estate,  banking  and  in- 
surance, natural  resources  and  high 
tech.  ..."  Daughter  married  to 
Richard  Pasculano,  uis'  acquisi- 
tions manager.  Company,  mostly 
owned  through  trust,  worth  in  ex- 
cess of  $325  million. 

Sydney  Mark  Taper 

First  Charter  Financial  Corp.  la. 
88.  Widowed,  3  children.  Born  War- 
saw, immigrated  to  England  age  2. 
Developed  frugality  during  lean 
WWI  years;  bought  candy  whole- 
sale, sold  at  markup  to  classmates. 
Built  homes  in  Britain,  came  to 
California  1939;  built  gi  housing 
WWII;  led  to  home  financing: 
founded  First  Charter  sfiu.  1955. 
Grew  to  third-largest  U.S.  thrift. 
Cost  control  envy  of  industry;  de- 
manding boss,  went  through  nu- 
merous able  successors.  Sold  out  to 
Financial  Corp.  1983;  abandoned 
Taper's  conservative  management, 
met  disaster.  Taper  now  manages 
personal  investments,  should  easi- 
ly be  worth  $325  million. 

William  Coburn  Cox  Jr. 
Jane  Cox  MacElree 

Brother  and  sister.  Inheritance. 
Great-grandfather  Clarence  Barron 
(d.  1928)  bought  Wall  Street  Journal, 
Dow  Jones  Ticker,  1902;  founded 
Barron's  1921.  Children  of  Barron's 
granddaughter  Jesse  Cox  (d.  1982). 
William:  58.  London,  Nantucket. 
Married,  4  children.  Currently  on 
Dow  Jones  board,  director  Europe- 
an operations.  Jane:  60.  Newtown 
Square,  Pa.  Divorced,  remarried;  7 
children.  Active  in  Philadelphia 
chanties.  Thanks  to  u  all  Street  Jour- 
nal's great  success,  the  two  share 


trusts  with  Dow  Jones  stock  worth 
$640  million. 

Lewis  Robert  Wasserman 

mca,  Inc.  Palm  Springs  and  Beverly 
Hills.  76.  Married,  1  daughter. 
Started  in  concession  sales  at  12  in 
Cleveland  movie  theater.  Then 
usher.  Then  promoter.  Big  break: 
mca  founder  Jules  Stein  hired  as 
band  booker  1934.  Rose  to  presi- 
dent 1944  as  agent  for  likes  of  Jim- 
my Stewart,  Alfred  Hitchcock,  also 
Ronald  Reagan.  Acquired  mca 
stock.  Added  Universal  Studios 
1962,  divested  talent  agency  after 
antitrust  suit,  mca  now  tv,  films, 
records,  books,  theaters,  Universal 
studio  tour,  etc.  Industry  analysts 
expect  mca  to  be  sold  within  two 
years;  "The  company  doesn't  spec- 
ulate." "The  last  of  the  larger-than- 
life  movie  moguls"  has  12.5%, 
with  family,  currently  worth  $320 
million. 

Armas  Clifford  Markkula 

Apple  Computer.  47.  Woodside, 
Calif.  Married,  2  children.  Electri- 
cal engineer,  use,  worked  at 
Hughes  Aircraft,  Fairchild,  Intel. 
Backed  2  unknown  computer  wiz- 
ards (see  Jobs)  with  technical  and 
business  background,  $91,000, 
lined  up  venture  capital:  laid  busi- 
ness foundation  for  Apple.  "Mike" 
chairman  1977,  ceo  1981.  Turned 
over  top  slot  to  John  Sculley,  im- 
port from  Pepsi-Cola  Co.,  1983. 
Vice  chairman  until  1987;  now  in  2 
charter  airplane  services:  acm  Avi- 
ation (owns  100%),  San  Jose  Jet 
Center  (partner).  Founder,  chair- 
man new  computer  startup,  Eche- 
lon, in  very  low  cost  networking. 
His  5.8%  Apple  stock,  etc.  worth 
at  least  $320  million. 

Lucille  Carver  * 

Inheritance.  Bandag,  Inc.  Musca- 
tine, Iowa.  72.  Widow;  3  sons  by 
Roy  James  Carver  (d.  1981),  who 
acquired  rights  to  German  retread- 
ing process.  Founded  Bandag  1957 
in  abandoned  sauerkraut  plant  in 
Muscatine.  Today  industry  leader: 
50%  U.S.  retread  market.  Youngest 
son  Martin,  41,  chairman  since  fa- 
ther died;  now  president  and  ceo. 
Believes  in  product:  drove  an  8-ton 
test  truck  at  151mph  to  demon- 
strate Bandag's  retread  durability. 
Brother  Roy  Jr.,  45,  owner  of  Carver 
Pump,  small  100-person  pump  pro- 
duction firm;  also  Carver  Hardware 
chain.  Mother  Lucille  owns  about 
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"For  I  dipt  into  the  future, 
Jar  as  human  eye  could  see- 
saw the  heavens  fill  with 
commerce,  argosies  of  magic  sails." 


Alfred  Lord  Tennyson 


t  may  come  as  no  small  surprise 
to  some  people  that  NASA  is  in  a 
State  of  Change.  Literally.  Right 
here  in  Mississippi. 

In  1961,  NASA  made  the  decision 
to  build  its  Mississippi  Test  Facility  in 
South  Mississippi.  Today,  known  as  the 
Stennis  Space  Center,  the  facility  is  a 
sprawling  13,480-acre  space  shuttle 
engine  testing  laboratory  and  scientific 
think  tank  with  over  5,500  employees 
providing  support  services  to  19  resi- 
dent federal  and  state  agencies. 

Success  breeds  success.  Earlier 
this  year  NASA  made  the  decision  to 
locate  yet  another  facility  here,  in 
Northeast  Mississippi.  This  team  effort 
between  Lockheed  and  Aerojet  will  be 
a  state-of-the-art  solid  rocket  motor 
assembly  plant  to  implement  NASA's 
billion  dollar  program  to  build  the  next 
generation  of  rocket  boosters  for  our 
space  shutde  program.  John  McMahon, 
president  of  Lockheed  Missiles  &  Space  Company,  says:  "Our  reception 
there  has  been  overwhelming.  We  plan  to  hire  most  of  our  work  force 
from  the  region." 

Our  labor  force  is  one  of  the  most  important  reasons  NASA  chose 
Mississippi  twice.  Roy  S.  Estess,  director  of  the  Stennis  Space  Center,  says, 
"We  have  a  skilled  work  force  here  that  is  second  to  none.  It's  the  difference 


between  just  doing  a  job  and  doing  the 
best  job  they  can." 

Mississippi  is  indeed  the  State  of 
Change.  Like  NASA,  it  wasn't  too  many 
years  ago  that  we  embarked  on  a  mis- 
sion. A  mission  of  excellence  in  every 
area  from  education  to  economic  devel- 
opment. And  the  progress  we've  made 
is  nothing  short  of  extraordinary. 

We  have  one  of  the  most  aggressive 
and  progressive  education  reform  pro- 
grams in  the  country.  And  more  reforms 
are  in  the  works. 

We've  reorganized  our  state  and 
county  governments  to  increase  effi- 
ciency. We've  created  some  unusual 
economic  development  incentives  in- 
cluding tax  credits  for  training  and  day 
care,  plus  a  variety  of  community- 
based  programs. 

According  to  Estess,  "When  indus- 
trial America  comes  here,  they'll  find 
tremendous  community  support, 

whether  it's  the  people  in  the  communities  or  an  economic  development 

board.  The  people  really  want  you  here." 

If  you'd  like  more  information  on  the  State  of  Change,  call  or  write 

Governor  Ray  Mabus  or  J.  Mac  Holladay,  Director;  Mississippi  Department  of 

Economic  and  Community  Development;  P.  0.  Box  849;  Jackson,  Mississippi 

39205;  1-800-647-2290  or  (601)  359-3449. 


The  State  of  Change 


Myjobistocreatean 
lformation  system  to 
uild  the  space  station. 
It  could  change  the 
way  we  build 
everything  else." 


"Hoeing  Computer  Services  is  devel- 
oping the  Technical  and  Management 
Information  System  NASA  needs  to 
build  the  space  station. 

"TMIS  is  a  new  way  to  manage  com- 
plex systems— a  unified  database 
linking  thousands  of  computers 
around  the  world.  TMIS  removes 
terriers  of  time  and  geography. 

"With  accurate,  current  information 


instantly  available  to  all  who  need  it, 
manufacturing  precision  will  increas 
dramatically.  We'll  build  the  space 
station  in  the  computer,  part  by  part 
to  be  certain  things  go  right  when 
construction  begins  in  space. 

But  the  benefits  of  TMIS  go  far 
beyond  the  space  station.  New  level; 
of  manufacturing  precision,  control 
and  speed  can  lead  to  fundamental 


mprovements  in  design  and  manu- 
icturing  of  all  complex  systems. 
We  may  learn  to  build  everything 
tetter— and  to  accomplish  projects 
hat  were  impossible  before  TMIS 
echnology" 

-Robert  Bumpous 
Manager,  Engineering  Development 
Boeing  Computer  Services 


At  Boeing  we're  sharing  knowledge 
and  integrating  technology  to  create 
high-quality  products  and  services. 
In  computer  services,  electronics, 
aviation  and  aerospace. 
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26%,  worth  over  $320  million.  Add 
estate,  son's  share,  family's  net 
worth  over  $400  million. 

Richard  Marvin  DeVos 
Jay  Van  Andel 

Partners.  Amway  Corp.  Ada,  Mich. 
63,  65.  Each  married,  4  children;  all 
but  1  work  for  company.  High 
school  friends,  first  tried  hamburg- 
er stand,  flying  service,  then  vita- 
min distributorship  before  starting 
Amway  in  basement  1959.  Began 
with  soap,  added  some  350  prod- 
ucts. Distributors  get  commis- 
sions, red-white-and-blue  speeches 
on  free  enterprise,  percentage  of 
sales  of  those  they  recruit  into  pyra- 
mid-like system.  Company  pleaded 
guilty  to  Canadian  customs  fraud 
scheme  1983;  fined  C$25  million, 
largest  ever.  Sales  slumped,  then 
rebounded  as  marketing  pacts  with 
big  names  |mci,  Firestone,  Coca- 
Cola)  put  professional  gloss  over  Bi- 
ble-thumpi  ige.     Company 

claims  1  million  distributors 
worldwide  1989  reve- 

nue^ $1.9billi«  n  lacobs 

<e)  launched  surprise  $2  bil- 
bid  for  A\    n  191  go- 

vrit 


direct  selling."  Avon  derisively  re- 
jected; Amway  withdrew.  Street 
shocked;  one  souice:  This  is  the 
most  bizarre  deal  I've  seen."  Van 
Andel  and  DeVos  share  company 
with  book  value  of  $630  million. 

Leonard  Tow  • 

Cable  tv.  New  Canaan,  Conn.  61. 
Married,  3  children;  2  in  business. 
Born  Brooklyn.  Brooklyn  College 
economics  degree  1950;  embarked 
on  academic  path:  master's,  Ph.D. 
Columbia;  7-year  stint  as  college 
professor.  Discovered  business, 
joined  Teleprompter  1964  after  for- 
ays as  venture  capitalist,  manage- 
ment consultant.  Discovered  cable. 
With  Sentry  Insurance  pooled 
$22,000  to  form  Century  Commu- 
nications 1973.  Through  aggressive 
acquisitions,  internal  growth,  built 
up  company  with  no  franchising; 
now  830,000  cable  subscribers  in 
24  states  and  Puerto  Rico;  added 
cellular  phones  1988.  Recently  end- 
ed stint  as  particularly  distin- 
guished adjunct  professor  at  New 
York  University  business  school: 
64%  stake  in  Century  worth  $315 
million. 


James  London  Knight 


Knight-Ridder,  Inc.  Bal  Harbour, 
Fla.  and  la.  80.  Widowed,  remar- 
ried; four  daughters.  Typesetter  for 
father's  Akron  Beacon  Journal  age 
12.  Managed  business  end  of  two 
debt-ridden  dailies  inherited  with 
brother  John  (d.  1981)  in  1933. 
Bought  Miami  Herald  1937,  Detroit 
Free  Press  1940.  Merged  with  Ridder 
1974.  Now  29  dailies  including  San 
fose  Mercury  Neics,  Philadelphia  In- 
quirer; 53  Pulitzer  prizes  since 
1943.  Acquired  Dialog,  world's 
largest  computer  database,  for  $353 
million  1988.  Sold  5  of  8  tv  stations 
in  1989,  negotiating  sale  of  other  3, 
total  estimated  at  $400  million. 
Knight  enjoys  golfing  and  yearly 
fishing  safaris;  stock  worth  esti- 
mated $310  million. 


Eli  Broad  • 


Kaufman  &  Broad,  Broad  Inc.  la. 
56.  Married,  2  children.  Built  first 
houses  (with  partner  Don  Kauf- 
man) on  $25,000  loan  from  in-laws 
1957.  Steady  growth  to  1973  (hous- 
ing sales  $264.4  million).  Foray  into 
mobile  homes;  almost  wrecked  by 
housing  slump  1974.  Cut  back  on- 
site  housing  to  two  markets:  Calif., 
France  (where  third  largest).  Bal- 
anced cyclical  housing  with  Sun 
Life  Insurance  1971.  25%  stake  Bis- 
cayne  Federal  s&jl  1980;  collapsed 
1982:  "Our  timing  was  impeccably 
bad."  Ignored  by  Street;  spun  off 
housing;  renamed  insurance  Broad, 
Inc.  "Besides  doubling  the  stock  in 
6  months,  the  s&p  rating  on  Broad 
Inc.  went  up  6  levels"  (from  BB-  to 
A-).  Stock  in  two  companies,  other 
assets  worth  at  least  $310  million. 


Jesse  Mack  Robinson 


Banking.  Atlanta.  66.  Married,  2 
daughters.  College  dropout  car 
salesman,  built  chain  auto  finance 
companies.  Bankrolled  Yves  St. 
Laurent  I960;  sold  out  1966  for  $1 
million.  Bought  or  opened  22 
banks:  "I've  never  worked  in  a  bank 
in  all  my  life."  Diversified:  lumber 
mills,  billboards,  insurance,  per- 
fume, sold  85%  of  pest  control 
business  1988.  Gradually  selling 
out  after  heart  attack  1986.  Buys 
Thoroughbreds;  hasn't  missed  Mas- 
ters or  Kentucky  Derby  in  30  years. 
Golf,  hunting,  fishing;  wife  collects 
art.   Wants   daughters   to   succeed 
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him:  "I'd  like  to  see  them  go  into 
banking  or  insurance  and  stay  away 
from  places  like  lumber  mills."  Net 
worth  exceeds  $310  million. 

Richard  Palmer  Kaleioku  Smart 

Inheritance,  ranching.  Honolulu 
and  Waimea,  Hawaii.  76.  Divorced, 
2  sons.  Heir  to  legendary  Boston 
mariner  John  Palmer  Parker's 
ranch,  founded  1847:  dropped  an- 
chor, shot  wild  cattle  for  King  of 
Hawaii;  married  royal  granddaugh- 
ter with  dowry  of  2  acres.  Acquired 
50,000  more;  domesticated  island 
cattle.  After  142  years,  Parker 
Ranch  225,000  acres,  produces  10 
million  pounds  of  beef  a  year,  a 
third  Hawaii's  production.  Lost 
both  parents  early  childhood, 
raised  by  grandmother.  Left  Stan- 
ford for  25-year  theater  stint  before 
running  ranch.  Won  estate  case 
against  200  other  descendants;  still 
on  appeal.  Land,  cattle,  Impres- 
sionist art  worth  at  least  $310 
million. 

Leonard  Maximilian  Marx 

Real  estate.  Scarsdale,  N.Y.  85. 
Married,  3  children.  After  Yale 
brokered  properties  for  chain 
stores:  "I  told  my  clients  that  the 
downtowns  had  had  it."  Started 
building  shopping  centers  1930s; 
returned  to  real  estate  after  spend- 
ing WWII  with  Department  of 
Navy.  Now  has  at  least  200  proper- 
ties in  strips,  some  even  in  down- 
towns: "We  have  a  lot  of  little 
junky  properties  all  over  the  U.S." 
Still  builds  "1  or  2"  strips  a  year 
without  debt:  "We  have  enough 
money  to  do  it."  Don't  call  Leon- 
ard on  Friday  afternoon:  he's  play- 
ing bridge.  Watches  public  televi- 
sion, swims  twice  daily.  On  esti- 
mated net  worth  of  at  least  $310 
million:  "I've  never  counted,  so  I 
don't  know." 


Floyd  Dewey  Gotttvald  Jr. 
Bruce  Cobb  Gottwald 

Ethyl  Corp.  Richmond,  Va.  Sons  of 
Floyd  Gottwald  Sr.  (d.  1982),  who 
between  1918  and  1941  rose  from 
office  clerk  to  president  Albemarle 
Paper  Manufacturing.  Merged  with 
Ethyl  Corp.  1962;  sold  paper  com- 
pany for  $55  million  1968.  Federal 
lead-content  regulations  outlawed 


main  product,  gasoline  antiknock 
compound  tel;  last  U.S.  plant 
closed  1985.  Diversified  into  alu- 
minum products,  plastic,  bromine- 
based  chemicals,  insurance,  etc. 
(1988  revenues,  $2.7  billion).  Also 
pharmaceuticals:  leading  U.S.  pro- 
ducer pain  reliever  ibuprofen  (Nu- 
prin). Floyd  Jr.:  67.  Charlottesville, 
Va.  Married,  3  sons.  Lt.  U.S. 
Army,  WWII.  Chairman  1968,  ceo 
1970.  Private,  "publicity  shy." 
Bruce:  56.  Married,  3  sons.  Presi- 
dent since  1969.  "They  treat  the 
company  like  it's  their  own,  and  it 
is."  Their  18%  worth  about  $610 
million. 

Edith  du  Pont  Pearson 
Willis  Harrington  du  Pont 

Inheritance.  Surviving  children  of 
Lammot  du  Pont  (brother  and  key 
associate  of  Pierre),  president  Du 
Pont  Co.  1926-40,  chairman  1940- 
48;  d.  1952  (see  various  du  Ponts, 
family).  Edith  (Mrs.  George  Burton 
Pearson  Jr.):  Montchanin,  Dela.  77. 
Widowed,  remarried;  5  children  by 
first  marriage.  Husband  is  a  retired 
Delaware  judge.  Willis:  Palm 
Beach,  Fla.  53.  Married,  3  children. 
Son  of  Lammot's  fourth  wife  (other 
siblings  by  first).  Citrus,  cattle, 
banking  investments  Florida. 
Brother  Pierre  S.  Ill  (d.  1988)  father 
of  Pierre  S.  IV,  former  governor  of 
Delaware  (1976-84)  and  presiden- 
tial candidate.  Edith,  Willis,  fami- 


lies' share  du  Pont  fortune  believed 
to  exceed  $600  million. 

Richard  Jerome  O'Neill 
Alice  O'Neill  Avery 

Brother  and  sister.  Inheritance,  real 
estate.  Grandfather  Richard 
O'Neill  left  Ireland,  managed 
friend's  huge  southern  California 
ranch.  Payment  in  kind:  half  the 
property.  Grandchildren  inherited 
50,000-acre  O'Neill  Ranch  1943, 
much  of  it  since  sold  or  given  away. 
Developed  11,000-acre  Mission 
Viejo  tract  mid-1960s  with  Donald 
Bren  (which  see);  purchased  by  Phil- 
ip Morris  for  $72  million.  Now  de- 
veloping 5,000-acre  planned  com- 
munity Rancho  Santa  Margarita, 
Orange  County,  headed  by  Alice's 
son  Anthony  Moiso.  Richard:  San 
Juan  Capistrano,  Calif.  65.  Married, 
no  children.  "Uncle  Dick"  known 
for  disheveled  appearance.  Ranch- 
ing interests  Mexico,  Nevada;  also 
California  restaurants.  Powerful  in 
state  Democratic  politics:  "It's  like 
playing  at  the  crap  table  or  being  a 
bettor  on  football  games."  Alice: 
Los  Angeles.  72.  Divorced,  wid- 
owed; 3  sons,  6  grandchildren.  Dick 
and  Alice  share  ranch,  other  invest- 
ments exceeding  $600  million. 

David  Theodore  Chase 

Real  estate,  media,  investments, 
insurance.   West   Hartford,    Conn. 

U  Pi/Be  ttmann 


blackjack  table  at  Grand  Casino  Nacional,  Havana,  1932-  Cuba  was  a  favorite, 
i  if  slightly  sleazy,  watering  hole  of  the  very  rich  in  the  days  before  Castro. 
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Henry  Ford  on  a  camping  trip,  1919  Ford  loved  to  go  camping,  especially  with 
his  old  friends  Thomas  Edison  and  Harvey  Firestone.  In  fact  he  liked  camping  so 
much  he  invented  charcoal  briquets  to  make  the  whole  business  easier. 


60.  Married,  2  children.  Born  in 
Kielce,  Poland  as  David  Ciesla;  sur- 
vived Holocaust  but  lost  parents, 
sister  to  Nazis.  Arrived  U.S.  1946; 
spoke  6  languages.  Door-to-door 
salesman,  small-time  contractor. 
Built  temple  with  monument  hon- 
oring parents.  Late  Fifties  devel- 
oped shopping  centers;  Hartford  of- 
fice tower  1972,  other  offices  early 
1980s.  Diversified  into  media — 
television,  radio,  cellular  phones, 
banking,  stocks,  insurance.  Build- 
ing 10,000-home  development 
Rainbow  Springs,  Fla.  Daughter 
Cheryl  acts  as  chief  counsel,  son- 
in-law  Roger  Freedman  is  the  exec- 
utive vice  president.  Around  $100 
million  to  each  son;  still  net  worth 
estimated  at  $300  million. 

Thomas  Henry  Dittmer 

Commodities.  Lake  Forest,  111.  47. 
Married,  2  children.  Grew  up  in 
Sioux  City.  Started  as  runner  at 
Chicago  Mercantile  Exchange  mid- 
1960s.  100  egg  contracts,  purchased 
by  mistake,  gave  $165,000  return 
after  market  rally.  Hooked.  Bought 
Merc  Vrmed  agricultural 
Built    Refco 


Group  into  "risk  management" 
power;  probably  world's  largest  fu- 
tures clearinghouse,  also  stock  in- 
dex options,  currencies,  metals. 
"The  Rambo  of  the  futures  indus- 
try," paid  $525,000  in  fines  for  Chi- 
cago Merc  trading  infractions.  Re- 
ported Internal  Revenue  Service 
problems.  Avoids  press,  gave  up 
lavish  parties  on  private  Palm 
Beach  island.  With  51%  Refco,  oth- 
er assets,  believed  worth  over  $300 
million. 

Kenneth  Eugene  Behring  • 

Developer.  Blackhawk,  Calif.  61. 
Married,  5  sons.  Sold  autos  at  17;  1 
semester  U.  of  Wisconsin.  At  24, 
Lincoln-Mercury  dealer.  At  27,  sold 
agency,  bought  land  in  Florida. 
Headed  west  in  1972,  bought  4,700- 
acre  Blackhawk  Ranch;  developed 
exclusive  residential  community 
near  Oakland.  Next  community 
(3,300  units)  Canyon  Lakes  near 
Blackhawk.  Then  $10  million  mu- 
seum to  house  "world-class"  auto- 
mobile collection  (museum,  cars, 
income  property  valued  altogether 
$1 10  million,  to  be  donated  to  U.  of 
California,   Berkeley).   Five  prized 


pieces,  including  Duesenberg  and 
Bugatti,  displayed  in  7,500-sq.-ft. 
ballroom  in  his  sf  home.  Has  75% 
Seattle  (football)  Seahawks.  Net 
worth  believed  well  over  $300 
million. 

Peter  Jay  Sharp 

Real  estate,  nyc.  59.  Widowed,  3 
children.  Father  Jesse  real  estate 
magnate;  owned  parts  of  22  hotels, 
built  New  York's  Volney  and  Stan- 
hope. Jesse  died  young  1941;  interi- 
or decorator  wife  Evelyn  took  over. 
She  taught  Peter  hotel  business.  Af- 
ter Princeton,  fought  with  mother, 
set  out  on  own.  Assembled  real  es- 
tate empire:  Manhattan  office 
buildings,  apartments;  bought  Car- 
lyle  Hotel  1967  for  $16  million;  co- 
oped over  half.  Considered  finest 
hotel  in  New  York;  caters  to  the 
new  rich,  first  ladies,  rock  stars:  "It 
is  ridiculous  how  much  money  we 
spend."  Recognized  value  of  assets 
in  bankrupt  Avatar  Holdings;  made 
killing  with  Leon  Levy  1980s.  Net 
worth  over  $300  million. 

William  Edward  Simon 

lbos.  New  Vernon,  N.J.  61.  Mar- 
ried, 7  children.  $5,000  in  debt  after 
college,  Bill  arrived  on  Wall  Street 
to  trade  muni  bonds;  later  head  gov- 
ernment trader  at  Salomon.  Then 
Treasury  Secretary  under  Ford: 
"Government  is  a  menace."  Ad- 
vised stern  treatment  for  bankrupt 
nyc.  "What  the  hell  happened  to 
the  free-enterprise  spirit?  Did  the 
Pilgrims  need  subsidies?"  Next 
formed  pioneer  leveraged  buyout 
firm  Wesray  with  Ray  Chambers 
(see  p.  118)  1981;  bought  cash-rich 
firms  in  mature  industries.  Quit 
Wesray,  now  assembling  string  of 
financial  institutions  West  Coast, 
Hawaii;  hopes  to  provide  capital 
throughout  Pacific  basin.  Presi- 
dent, John  M.  Olin  Foundation.  Le- 
veraged buyout  profits  put  net 
worth  at  estimated  $300  million. 

Richard  Edward  Rainwater 

Investments.  Fort  Worth.  45.  Mar- 
ried, 3  children.  Middle-class  son  of 
Fort  Worth  Lebanese-Cherokee 
wholesaler.  Delivered  papers;  liked 
math,  fast  cars.  Hired  from  Gold- 
man, Sachs  by  Stanford  business 
school  classmate  Sid  Bass  (which 
see)  to  diversify  family  oil  fortune. 
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P)amela  Whitney  leaving  St.  Thomas  Church  in  New  York  after  marrying 
Sir  Hugh  Paget,  later  Lord  Queenborough,  in  1895-  The  daughter 
of  streetcar  magnate  William  C.  Whitney  was  following  the  latest  fashion 
among  the  American  rich:  marrying  a  title.  Consuelo  Vanderbilt  had  married  the 
Duke  of  Marlborough  just  six  days  earlier. 


Dealmaker  extraordinaire:  Texaco, 
Disney,  etc.,  etc.  Ballooned  Bass 
net  worth  to  at  least  $4  billion;  also 
ballooned  his  own  deals.  Philoso- 
phy: invest  in  numerous  partner- 
ships with  executives  who  run 
show.  "They  know  more  about 
their  businesses  than  I'll  ever 
know."  Left  1986  to  do  own  deals: 
Ensco,  Wolverine,  etc.  With  George 
Bush  Jr.,  others,  recently  bought 
Texas  (baseball)  Rangers.  Net 
worth  exceeds  $300  million. 

Robert  J.  Congel  * 

Shopping  malls.  Syracuse,  N.Y.  54. 
Married,  5  children.  Economics  de- 
gree (Fordham)  in  hand,  landed 
$13,000  water  pollution  control 
contract,  dug  cellars  a.m.,  laid  pipe 
p.m.  Built  first  shopping  center 
1972.  Now  majority  partner  Pyra- 
mid Co.,  largest  mall  builder/ 
owner  in  Northeast.  Tough  land- 
lord: can  kick  out  tenants  who  fail 
to  meet  sales  targets.  But  Pyramid 
stores  average  $250/sq.  ft.  versus 
$170/sq.  ft.  for  industry.  New  Pyra- 
mid sites  drawing  usual  enemies: 
politicians,  environmentalists,  non- 
mall  merchants.  Pyramid  usual  vic- 


tor. Wife,  children  share  trusts,  ac- 
tive in  company;  Congel  claims:  "I 
don't  hardly  own  anything."  Worth 
at  least  $300  million. 


William  Alfred  Cook 

Catheters  et  al.  Bloomington,  Ind. 
58.  Married,  1  son.  Illinois  boy;  drove 
cab  as  Northwestern  undergrad 
1950s.  Washington  U.  premed:  last- 
ed 1  week.  Sold  medical  supplies 
Chicago.  At  wife's  behest  packed 
Corvair  1963,  moved  to  Blooming- 
ton;  with  $1,500  bought  soldering 
iron,  blowtorch,  plastic  tubing, 
made  then-new  cardiovascular  cath- 
eters. Built  private  Cook  Group,  Inc. 
into  one  of  largest-volume  U.S.  cath- 
eter producers  (also  pacemakers,  sy- 
ringes, etc.).  After  bypass  surgery 
1974  quit  smoking,  dropped  90  lbs.; 
now  fitness  nut.  Also  real  estate, 
insurance,  etc.  Worth  over  $300  mil- 
lion; denied  by  him.  "I  was  just 
looking  for  a  way  to  make  a  living  so  I 
could  live  in  Indiana." 


Francesco  Galesi 

Real  estate,    telecommunications. 
nyc.    58.    Divorced,    remarried;    3 


children.  Son  of  Italian  immigrant 
real  estate  broker.  After  Princeton, 
built  shopping  centers  with  family. 
Bought  6-million-sq.-ft.  Army  de- 
pot near  Albany,  N.Y.  for  $4  mil- 
lion, converted  to  industrial-distri- 
bution complex;  enlarged,  now 
worth  $100  million.  Also  offices, 
Long  Island  beachfront,  etc.  Bought 
Teltec  Saving  Communications  for 
$20  million,  merged  into  Telus 
March  1988.  Now  planning  to 
merge  Telus  with  $83  million 
(sales)  Advanced  Telecommunica- 
tions; Galesi  share  combined  com- 
pany should  be  32%.  Fortune  esti- 
mated $300  million. 

Cleon  T.  (Bud)  Knapp  • 

Publishing,  nyc,  la.  52.  Married,  4 
children.  Worked  in  office,  advertis- 
ing sales  for  grandfather's  Architec- 
tural Digest.  In  1965,  age  27,  bought 
then-deceased  grandfather's  pub- 
lishing business,  made  Architectural 
Digest  into  present  upscale  product. 
Good  decision.  Added  Bon  Appetit 
1975.  Founded  Knapp  Press  (books) 
1977.  In  1981  acquired  Home  and 
only  financial  fiasco — Geo,  folded 
1985  reportedly  losing  $  1  million/is- 
sue. Latest  kcet  Magazine  for  sub- 
scribers la  public  television  station. 
Knapp  Communications  1988  reve- 
nues estimated  $124  million.  Sole 
owner,  worth  near  $300  million. 

Howard  Brighton  Keck 

Superior  Oil  Co.  la.  76.  Married, 
seeking  divorce;  4  children.  Father, 
William  M.  Keck  Sr.,  Texas  wild- 
catter during  1901  Spindletop 
boom;  rumored  to  taste-test  drill- 
ing-core samples.  Founded  Superior 
Oil  1921,  built  premier  indepen- 
dent oil  co.,  huge  reserves.  Pio- 
neered Venezuela,  Louisiana.  Two 
sons  fought  over  succession;  after 
failing  to  sell  co.  1959,  William  Sr. 
picked  younger  son,  Howard,  as 
ceo.  William  Sr.  died  1964.  Howard 
chief  executive  from  father's  death 
to  1981.  Took  company  through  ill- 
fated  mining,  farming,  timber  di- 
versification; forced  off  board  dur- 
ing family  feud  1983.  Superior  Oil 
sold  to  Mobil  1984  for  $5.7  billion. 
Now  heads  Keck  Foundation,  fi- 
nanced $70  million  Keck  Observa- 
tory, one  of  world's  most  powerful 
telescopes,  atop  Hawaiian  volcano. 
Net  worth  over  $300  million. 
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du  Pont 

REGISTRY 

A  BUYER'S  GALLERY 
OF  FINE  AUTOMOBILES 


DISCOVER  TODAY'S  GALLERY  OF 
RARE  AND  EXOTIC  AUTOMOBILES 


Each  monthly  issue  of  The 
duPont  REGISTRY  brings  you  a 
"Billion  Dollar  Showroom"  of 
over  600  Classic  luxury  and 
exotic  cars  —  to  buy,  to  sell, 
to  savor... 


The  duPont  REGISTRY  has 
rapidly  become  the  most 
influential  publication  for 
buyers,  sellers  and  lovers  ol 
magnificent  automobiles. 


The  duPont  REGISTRY 
Subscription  Service  Dept. 
P.O.  Box  3263 
Harlan,  IA  51593-0444 

Please  send  a  copy  of  the 
currt,  Pont 

REGISTRY  - 


Name 


Address . 

City 

Phone 


State 


Zip 


M/C  L  AMEX  □  PAYMENT  ENCLOSED 


Signature 


Exp. 


ace  call  Toil-Free  1-8  O    '233-17     1 


Each  issue  shows  hundreds 
of  classic,  exotic,  rare  and 
very  desirable  cars.  Every 
car  is  shown  in  full  color. 

Recent  issues  included  a 
1989  Lamborghini  Countacl 
for  $127,000...a  Ferrari  308 
at  $87,500...a  69  Jaguar  XKI 
for  $43,000. 

Every  car  shown  in  The 
duPont  REGISTRY  is  offeree 
for  sale.  Thus,  this  publica- 
tion is  essential  for  anyone 
in  the  automotive  market- 
place. Large  format.  Printed 
on  extra  heavy  coated  paper 
stock.  Published  monthly. 

ACT  NOW 

A  12 -month  subscription 
—  $39.95  —  brings  you  a 
"billion  dollar  showroom" 
magnificent  automobiles. 
(And  for  those  who  are  "ju 
looking,"  it  is  an  experienc 
nothing  short  of  sensual.) 
To  receive  a  copy  of  the 
current  issue  simply  mail 
the  card  or  the  coupon. 
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Fitz  Eugene  Dixon  Jr. 


Inheritance.  Lafayette  Hill,  Pa.; 
Palm  Beach,  Fla.  66.  Married;  son, 
daughter.  Primary  heir  two  great- 
grandfathers: streetcar  magnate 
P.A.B.  Widener  (d.  1915:  reported 
worth  $100  million),  William  El- 
kins  (d.  1903;  reputedly  $30  mil- 
lion). Freshman  dropout  Harvard, 
taught  16  years — "happiest  days  of 
my  life" — at  his  Main  Line  prep 
school,  Episcopal  Academy.  Philan- 
thropist. Fortune  mostly  blue-chip 
stocks,  bonds;  owns  most  of  Grind- 
stone Neck,  Me.,  faded  resort 
where  he  was  born.  Sold  Philadel- 
phia (basketball)  76ers,  holds  10% 
(baseball)  Phillies.  Wears  opal  ring 
grandfather  George  (d.  1912  Titanic) 
gave  to  wife  as  she  stepped  into 
lifeboat.  Estimated  worth:  near 
$300  million. 

Fred  Trammell  Crow 

Real  estate.  Dallas.  75.  Married,  6 
children.  Dallas-born,  book- 
keeper's son.  Bank  teller,  then  cpa; 
audited  Navy  contracts  WWII. 
Built,  leased  Dallas  warehouse 
1947;  "after  that  we  just  got  less 
small."  Developed  expansion  pat- 


tern in  Texas,  then  nationwide:  le- 
verage, cut  in  many  partners,  in- 
cluding building  management. 
Near  disaster  1974  when  real  estate 
crunch  dried  up  cash  flow — now 
facing  another.  Still  nation's  largest 
developer — 260  million  sq.  ft.  ware- 
house, retail,  office;  manages 
75,000  apartments.  With  family  be- 
lieved to  have  near  20%,  but 
hemorrhaging  partners  and  equity. 
Net  worth  may  still  be  $300  mil- 
lion, but  heading  south.  Vehement- 
ly says  it's  much  higher. 

Robert  Drayton  McLaneJr.  • 

McLane  Co.  Temple,  Tex.  53.  Mar- 
ried, 2  children.  Grandfather 
opened  grocery  store  1894,  began 
wholesaling  10  years  later.  Drayton 
took  over  daily  operations  from  fa- 
ther, Drayton  Sr.,  now  87,  1965. 
Built  firm  from  local  operator  to 
national  wholesaler  with  13  distri- 
bution centers;  utilized  computers 
1970s  to  become  low-cost  competi- 
tor; targeted  often  neglected  conve- 
nience stores.  Annual  growth  of 
revenues  31%  since  1964.  Eyeing 
joint  ventures  to  take  distribution 
international.  Active  in  the  Baptist 
Church.  Business  estimated  worth 

I  PlBcttmann 


W  t  was  Howard  Hughes'  fifth  plane  crash,  but  it  was  the  one  that  nearly  killed 
M  him  in  1946  when  the  experimental  photo  reconnaissance  plane  he  had 
designed  for  the  Army  Air  Force  smashed  into  a  posh  Beverly  Hills  neighborhood, 
crushing  his  chest  and  burning  him  severely. 


over  $300  million.  "We're  commit- 
ted to  making  charitable  contribu- 
tions in  the  communities  in  which 
we  do  business." 

Miller  Nichols 

Real  estate.  Prairie  Village,  Kans. 
78.  Widowed,  remarried;  4  chil- 
dren, 2  stepchildren.  Father  J.C.  be- 
gan buying  outlying  Kansas  City 
land  1904;  artful  salesman,  esthetic 
visionary;  imagined  Utopian  subur- 
bia with  plumbing,  running  water, 
lawns,  etc.  Built  first  planned  shop- 
ping center  1922:  55-acre  Country 
Club  Plaza  still  thrives.  Pragmatic 
Miller  ceo  on  father's  death  1950: 
"I've  had  the  opportunity  to  act  on 
those  dreams  and  expand  upon 
them."  Claims  middle  name  is 
"Persistence."  Backed  strong  right- 
to-work  legislation  for  Missouri 
1978;  big  defeat.  Neatness  freak. 
Kids  not  interested  in  business; 
selling  to  esop.  His  stake,  etc. 
worth  $300  million. 

Mervyn  Edward  Griffin 

Television.  Beverly  Hills.  64.  Di- 
vorced, 1  son.  Big-band  vocalist, 
number  1  hit  "I've  Got  a  Lovely 
Bunch  of  Coconuts"  1950.  Stints 
on  Broadway,  in  B  movies;  ever  fas- 
cinated host  Men-  Griffin  Show  1961- 
86.  Started  game  show  production 
co.  1962.  First,  Jeopardy!  Playing 
Hangman  with  sister  on  car  trips 
inspired  Wfjeel  of  Fortune  1973; 
most  lucrative  game  show  ever, 
sold  to  Coca-Cola  1986  for  $250- 
million-plus.  Bought  $100  million 
Beverly  Hills  Hilton  1987.  Split  Re- 
sorts International  with  Donald 
Trump  (which  see)  1988;  cash  flow 
crisis  at  casino.  Trump:  "I  walked 
away  with  all  the  cookies."  But 
Griffin's  casino  equity,  real  estate, 
radio  stations,  etc.  still  over  $300 
million  worth  of  cookies. 

Eugene  Paul  Q.  Paul  Jr.)  Getty 

Inheritance.  London.  57.  Divorced, 
widowed;  4  children  with  first  wife, 
1  with  second  wife.  Second  son  of 
oil  tycoon  Jean  Paul  Getty. 
Dropped  into  1960s  countercul- 
ture, drugs.  Divorced  1965;  married 
Dutch  actress  1966.  Both  heroin  ad- 
dicts; she  died  heroin  overdose 
1971.  Their  child  Tara  Gabriel  Gal- 
axy Gramaphone,  now  31,  report- 
edly seeks  movie  career.  Namesake 
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Obviously,  the  car  eating  up 
the  road  above  is  no  ordinary 
Subaru.  In  fact,  it's  a  car  designed 
to  be  like  no  other  car. 

It's  the  new  Subaru  Legacy 
The  largest,  most  powerful  Subaru 
ever  built. 

An  beyond 

. 

'■■lill: 

>.*Suggested  retail  price. 


engineering  marvels.  Perhaps  none 
more  impressive  than  its  16- valve 
horizontally  opposed  aluminum 
engine.  An  engine  created  for 
maximum  acceleration  and  power. 
With  minimum  vibration  and 
noise.  An  engine  so  rare  its  design 
can  only  be  found  on  two  other 
ars:  Ferrari  Testarossa  and 
:>orsche911. 

Does       include  dealer  preparation,  inland  transportation,  taxes. 


Of  course,  what  good  is  tre- 
mendous power  without  the  abili 
to  properly  control  it.  Accordingly 
die  Legacy  boasts  such  strong 
suits  as  a  maximum  stability  sus- 
pension svstem,  electronic  auto- 
matic transmission  for  maximum 
efficiency,  and  standard  4-wheel 
disc  brakes. 

Furthermore,  you  can  pur- 

license  and  state  or  title  fees.  Dealer's  actual  price  may  w 


.. 

N^TheSubaruLq 

w 

lase  a  Legacy  with  road 
olding  front  wheel  drive  or 
le  world's  most  advanced 
amputerized  full  time  four  wheel 
rive  system.  For  the  ultimate  in 
'action  control. 

As  exhilarating  as  the  Legacv 
on  the  road,  it's  equally  impres- 
ve  from  within.  Fact  is,  the 
egacy  takes  all  those  cars  that 


:laim  to  be  "space  vehicles"  to 
^ask.  It  not  only  provides  more 
interior  and  trunk  room  than  ever, 
it  provides  it  in  a  remarkably  luxu- 
rious setting. 

And  starting  at  about 
$12,500*  the  Legacv  proves  there 
is  also  strength  in  numbers.  Rather 
reasonable  ones  at  that. 

Finallv,  the  Legacy  continues 


in  the  Subaru  tradition  of  reliable, 
durable  cars.  Which  means  it's  one 
new  car  that  will  help  you  avoid 
buying  something  else  that  comes  in 
a  new  maximum  strength:  aspirins. 

Subaru  Legacy 

From  About  $12500 
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I  oris  Duke  inherited  $70  million  and  a  private  railroad  car  in  1925.  But  during 
World  War  11  she  drove  a  buckboard  to  the  post  office  to  save  gas. 


son  first  marriage  kidnapped  1973; 
ear  cut  off  before  grandfather  would 
pay  ransom;  at  24  suffered  stroke 
from  drugs,  alcohol:  blind,  speech- 
less, paralyzed.  Court  forced  Paul  II 
to  pay  doctor  bills.  Paul  II  now  ail- 
ing recluse;  collects  books,  gives 
money  to  British  cultural  institu- 
tions derived  from  estimated  $300 
million  share  of  family  fortune. 

Edwin  Lochridge  Cox  Sr. 

Oil  and  gas.  67.  Dallas.  Widowed;  2 
sons,  1  daughter.  Born  Mcna,  Ark.; 
moved  to  Texas  1946.  Became  one 
of  largest  independent  oilmen;  pro- 
duction Tex.,  La.,  Okla.,  Colo, 
through  Cox  Oil  Co.  Other  inter- 
ests: former  chairman  Sedco,  cook- 
ie-maker Keebler;  founding  director 
Interfirst  Corp.  (now  First  Repub- 
licBank  Corp.).  Also  former  direc- 
tor of  ltv,  Dr  Pepper,  Gillette,  etc. 
Son  Ed  Jr.  built  billion-dollar  agri- 
business empire  (Val-Agri,  Swift 
meatpackers,  others)  1985-87;  em- 
pire crumbled  with  $78  million  In- 
terFirst  loan  default  1986  (since 
paid).  Shock  waves  from  scandal: 
companies  sold  off,  6-month  jail 
term  for  Ed  Jr.  Ed  Cox  Sr.  worth  at 
least  $300  million. 

Samuel  Joseph  Frankino 

Agency  Rent-A-Car  Palm  Beach, 
Fla.  and  Pepper  Pike,  Ohi 


vorced,  remarried;  1  daughter. 
Small  real  estate  fortune  accumu- 
lated 1950s-60s.  Insurance  agent 
needed  car  for  client;  Sam  rented 
him  new  car  for  daughter  for  $9.50 
a  day;  realized  potential  business: 
"My  daughter  never  did  get  that 
Impala."  Rents  for  routine  low- 
mileage  use,  competitive  rates. 
Now  up  to  41,000  cars;  largest  in- 
surance replacement-car  rental 
company  in  U.S.  "I  originally 
thought  we'd  get  up  to  maybe  40  or 
50  cars."  Drew  no  salary  until 
Agency  went  public  1983;  now 
takes  $240,000  a  year.  Avid  golfer, 
deep-sea  fisher.  His  57%,  other  in- 
vestments, worth  $300  million. 

Jack  N.  Mantlet 
Joseph  C.  Ma  ml  el 
Morton  L.  Mandel 

Premier  Industrial  Corp.  Brothers. 
Jack:  Shaker  Heights,  Ohio.  77. 
Married,  childless.  Joseph:  Lynd- 
hurst,  Ohio.  75.  Married,  2  daugh- 
ters. Morton:  Shaker  Heights.  68. 
Married;  2  daughters,  1  son.  Three 
brothers  pooled  $900  in  1940  to  buy 
uncle's  auto-parts  shop.  Found  lu- 
crative market  niche  for  nuts, 
bolts,  obscure  auto  parts  to  low- 
volume,  high-paying  customers. 
Went  public  1960.  Now  leading  dis- 
tributor electronic  components, 
maintenance  products.  Steadily 
growing  business  grossed  $528  mil- 


lion 1988.  "We're  committed  to 
quality"  concept  engenders  high  re- 
turn on  equity  (averaged  over  20% 
last  5  years).  Private,  civic-minded, 
charitable;  supported  Cleveland  re- 
juvenation projects.  Brothers'  Pre- 
mier stock,  other  holdings,  exceed 
$890  million. 

Charles  C.  Butt 

Grocery  stores.  San  Antonio.  51. 
Single.  Baptist  grandma  founded 
grocery  Kerrville,  Tex.  1905,  lived 
upstairs;  sold  no  spirits.  Son  How- 
ard renamed  chain  H.E.  Butt  Gro- 
cery 1935.  Grandson  Charles 
bagged  groceries  age  8;  Wharton 
grad  1959.  Moved  brother  Howard 
Jr.  aside,  took  charge  of  firm.  Texas- 
based  company  now  $2.3  billion 
revenues,  nation's  largest  privately 
held  supermarket  chain.  With  law- 
suits resolved  (predatory  pricing 
suits  cost  estimated  $2.75  million; 
wrongful  termination  suit  by  Mexi- 
can-American employees,  $8  mil- 
lion), free  to  deal  with  more  impor- 
tant problems.  "The  challenge  is  to 
get  the  price  of  Tide  down."  Com- 
pany worth  at  least  $300  million. 

Victor  Posner 

Financier.  Miami  Beach.  71.  Twice 
divorced,  4  children.  Youthful  in- 
vestor Baltimore  real  estate;  says 
made  first  million  by  20.  In  1960s 
began  buying  undervalued,  asset- 
rich  companies  via  complicated 
pyramid  structure;  at  one  time  had 
stakes  in  over  40.  Known  as  rapa- 
cious, abrasive  corporate  raider; 
captive  companies  lost  money  big 
while  paying  him  huge  salaries,  etc. 
Never  leaves  home  without  body- 
guards. Nailed  by  feds  for  tax  eva- 
sion 1987.  Sentence:  set  up  $3  mil- 
lion program  for  homeless,  do  5 
years'  probation  with  5,000  hours 
working  on  project,  serving  food  to 
street  people.  That'll  teach  him. 
Visible  assets,  years  of  loot  believed 
over  $295  million. 

Kingdon  Gould  Jr.  • 

Real  estate.  Laurel,  Md.  65.  Mar- 
ried, 9  children.  Great-grandson  of 
19th-century  capitalist  Jay  Gould. 
Grew  up  nyc,  to  Yale;  then  came 
WWII.  Enlisted  Army;  2  medals  for 
bravery,  twice  wounded.  Graduated 
from  Yale  Law  1951,  to  work  at 
brother-in-law's  Washington,  D.C. 


2S4 


FORBES  400/OCTOBER  23,  1989 


p 

s*.. 

■t^*Br* 

M 

" 

^G||fe^f 

p 

- 

' 

BEHS5BES3 

I    I 


© 

o 

o 

a 

@J 

Q 

1       2      ? 


igsAMBUTO   tZJSZfa^    , 


THERE  ARE  32  WAYS  TO  STOP  A  SAMSUNG.  THIS  IS  NUMBER  6. 


WE  WANT  YOUR  SAMSUNG  MICROWAVE  OVEN  TO  LAST  INTO  THE  NEXT  CENTURY.  EVEN  IF  YOU 
ACCIDENTALLY  DROP  IT  OR  KICK  IT  OR  THROW  STONES  AT  THE  OVEN  DOOR.  BECAUSE  THESE  ARE 
LIKE  THE  MANY  QUALITY  TESTS  WE  RUN  AT  THE  SAMSUNG  FACTORY.  YOU  SEE.  WE  BELIEVE  THAT 
WHILE  A  MICROWAVE  OVEN  MAY  COOK  YOUR  FOOD  IN  MINUTES,  IT  SHOULD  LAST  FOR  YEARS. 
BARRING  ANY  UNFORESEEN  LOCOMOTIVES.    ALMOST    INDESTRUCTIBLE.     ^SAMSUNG 

THE  FUTURE  OF  ELECTRONICS. 


The  Power  Of  The  Pacific. 


Performance.  Consistency.  Stability. 

Our  principal  com- 
mitment is  to  the 
financial  success  of 
our  customers. 
With  innovative 
products  and  in- 
sightful strategies. 
Delivering  superior 
performance  in 
Personal  Financial 
Services,  Employee 
Benefits,  and  Asset 
Management. 

This  successful 
philosophy  ranks 
us  among  the  top 
financial  institu- 
tions in  America. 
With  $27  billion  of 
ets  under  man- 
ment  and  more 
n  $25  billion  of 
nsurance  in 
Standard  & 


Poor's  AAA  rated. 
A.M.  Best  A  +  rated. 

Providing  stability 
for  our  customers 
since  1868. 

Performance. 
Consistency. 
Stability.  Demand 
it.  And  get  it  from 
Pacific  Financial 
Companies.  The 
Power  of  the  Pacific. 


Pacific  Mutual 


Pacific  Financial 
Companies 

THE  POWER  OF  THE  PACIFIC 


1  800  544-3600 

700  Newport  C  enter  Drive  Newport  Beach,  CA  92660 


The  Forbes  Four  Hundred. 


law  firm.  Left  to  start  Parkinglot 
Management  Inc.  with  Dominic 
Antonelli  Jr.  1964.  Early  financial 
supporter  Nixon;  ambassador  to 
Luxembourg  1969.  Later  major  real 
estate  owner,  developer  D.C., 
Maryland.  Shuns  publicity.  Claims 
his  Gould  legacy  under  $1  million: 
"I'm  descended  from  a  branch  that 
consumed  theirs."  Estimated  net 
worth  in  excess  of  $290  million  vig- 
orously denied:  "You  publish  at 
your  own  peril." 

Arthur  L  Williams  Jr.  • 

Insurance.  Duluth,  Ga.  47.  Married, 
2  children.  Ex-high  school  football 
coach;  started  selling  insurance 
1967  to  supplement  income. 
Founded  agency  1977  on  maxim 
"Buy  term,  invest  the  difference." 
Sent  swarms  of  agents  out  to  con- 
vert others'  whole  life  policies,  sell 
mutual  funds.  Formed  publicly 
held  A.L.  Williams  Corp.  1981  to 
reinsure  term  policies  of  privately 
held  A.L.  Williams  Agency;  No- 
vember 1988  stock  swap  got  under- 
writer called  Milico  from  Gerald 
Tsai's  Primerica,  which  now  has 
69%  of  public  co.  Williams  spends 


much  time  coaching  his  190,000 
term  life  insurance  agents  and 
35,000  mutual  funds  vendors; 
worth  at  least  $290  million. 

George  Leon  Argyros 

Real  estate.  Newport  Beach,  Calif. 
52.  Married,  3  children.  Raised  in 
Pasadena,  decided  early  great 
wealth  was  his  goal.  Chose  real  es- 
tate: "If  you  work  hard,  it's  one  of 
the  frontiers  that  are  left."  Con- 
tractor's license  after  college  1962; 
first  subdivision  1963.  First  apts. 
1968,  now  owns  some  5,200  units. 
Also  commercial  and  industrial 
space.  Bought  AirCal  1981  with 
William  Lyon  (which  see),  turned 
around,  sold  for  modest  profit 
1986.  Paid  $13  million  for  Seattle 
(baseball)  Mariners  1981;  proposed 
sale  of  team  $76  million  this  year. 
Early  motto,  "Patience  is  for  los- 
ers," somewhat  adjusted:  "Our  eye 
is  to  the  long  run."  Fortune  $290 
million. 

William  Alvin  (Tex)  Moncriefjr. 

Oil  and  gas.  Fort  Worth.  69.  Mar- 
ried, 4  sons.  "My  father  had  a  nose 


for  oil."  Son  of  legendary  W.A. 
(Monty)  Moncrief,  Texas-born 
Oklahoma  wildcatter.  Four  years  of 
dry  holes  ended  1931;  hit  first  big 
well  in  east  Texas.  Until  1986, 
when  he  died  at  90,  Monty  had  oil 
business  from  east  Texas  to  Gulf  of 
Suez.  Father's  remaining  estate 
went  to  other  family  members.  Tex 
has  own  operation;  1988  gas  reserve 
find  in  Wyoming  (possible  1  trillion 
cubic  feet),  oil  and  gas  in  the 
South  bring  in  big  money.  At  least 
100,000  acres  in  Colorado,  Texas. 
Enjoys  his  work:  "I  never  take  a 
long  vacation."  But  when  he  does, 
relaxes  on  Colorado  ranch,  plays 
golf  with  John  L.  Cox  (which  see). 
Fortune  estimated  at  least  $290 
million. 

Robert  Donald  Van  Kampen 

Real  estate,  bonds.  West  Chicago. 
50.  Married,  3  children.  Dynamic 
bond  salesman:  "They  called  me 
'the  charger.'  "  Van  Kampen  Mer- 
ritt  one  of  first  to  offer  insured  tax- 
exempt  unit  trusts,  3rd  largest 
(sponsor  of  $9  billion  in  trusts) 
when  sold  to  Xerox  1984  for  $185 
million.  Also,  vms  Realty,  as  infla- 


It's  the  coast  of  North  Carolina,  one  of  the 
most  beautiful  playgrounds  in  all  of  America. 

Here,  you  can  go  sailing  in  the  protected 
waters  of  the  Intracoastal  Waterway.  Or  in 
the  wide  open  spaces  of  the  shimmering 
Atlantic  Ocean. 

And  when  you  come  back  home  to  Land- 
fall, you'll  always  enjoy  the  finest  amenities 
imaginable.  Because  Landfall  is  the  only 
private  community  in  the  world  with  both  a 
Pete  Dye  and  Jack  Nicklaus  golf  course  and 
a  Cliff  Drysdale-designed  tennis  center. 
Landfall.  Featuring  custom  homes 
from  $200,000  to  over  $1,000,000; 
villas  and  patio  homes  from  $189,000  to 
$600,000;  and  homesites  from  $60,000. 
We're  close  to  historic  Wilmington, 
N  C .  But  nothing  else  comes  close  to  us. 
To  find  out  more,  return  the  coupon  or  call 
1-800-277-8208  or  1-800-634-7857. 


I'd  like  to  know  more  about  living  at  Landfall. 

POB 

Name 

Address 

City                                   State            Zip 

Phone 

Mail  to: 

Post  Office  Box  5368 

Hanover  Station 

Wilmington.  NC  28403 


Work 


jyiyrs 
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tion,  tax  hedge.  Cofounded  with 
Peter  Morris,  Joel  Stone  1981:  ag- 
gressive syndicator  tax  shelters;  af- 
ter 1986  tax  law,  aggressive  in  own- 
ership, management  many  proper- 
ties: Portfolio  now  over  $7  billion. 
Van  Kampen's  40-acre  estate 
stocked  with  elk,  deer,  other  wild- 
life. Devout  fundamentalist  Chris- 
tian. With  family  trusts,  fortune  es- 
timated at  least  $290  million.  (See 
story,  p.  44.) 

Chapman  Shaw  Root 

Coca-Cola  bottler,  broadcasting. 
Ormond  Beach,  Fla.  64.  Married;  5 
sons,  1  daughter.  Grandfather 
Chapman  J.  Root  began  Root  Glass 
Co.,  Terre  Haute,  Ind.  1901.  Creat- 
ed "the  most  perfectly  designed 
package  in  the  entire  world,"  the 
Coke  bottle,  1915.  Growth  through 
acquisition,  established  Associated 
Coca-Cola  Bottling  Plants  Inc.  as 
holding  co.  1939;  Root  Co.  had 
58%.  Grandson  Shaw  took  control 
from  1950.  Sold  bottling  operation 
to  Coca-Cola  1982  for  $417  million 
(his  share  $240  million).  Founded 
Root  Communications,  owns  4  ra- 
dio stations,  1  tv  station.  Also 
owns  Daytona  Hilton.  Proceeds 
from  sale,  other  assets,  believed 
worth  $290  million. 

Orvon  Gene  Autry 

Broadcasting,  baseball,  l.a.  82. 
Widowed,  remarried;  childless. 
Born  Tioga,  Tex.;  raised  Oklahoma 
ranch;  learned  cowboy's  three  Rs 
(ridin',  ropin',  ranchin')  before  he 
could  read.  Guitar-strummer  dis- 
covered by  Will  Rogers  ("Boy,  you 
pick  good")  at  Chelsea,  Okla.  rail- 
road depot;  became  "Oklahoma's 
Yodeling  Cowboy."  From  there, 
kiddie  westerns,  records,  etc.  Only 
individual  with  five  stars  on 
Hollywood's  Walk  of  Fame:  for 
movies,  tv,  radio,  recording,  per- 
sonal appearances.  Bought  la's 
kmpc  radio  1952,  others  (7  radio/TV 
stations  sold  1982-83);  his  Golden 
West  Broadcasting  now  4  radio  sta- 
tions, California  (baseball)  Angels. 
Net  wortb  estimated  $280  million. 

David  Graves  Mugar 

lnht  ril    ice,  broadcasting.   Boston. 

>0.    Divorced,    remarried;    3    chil- 

Fathei     Stephen    (d.    1982) 

kt  market 


chain,  sold  out  1964.  David,  one- 
time firechaser/photographer,  had 
grand  passion:  win  local  cbs  affi- 
liate's wnev-tv  license  from  rko 
General.  After  13  years'  legal  bat- 
tles, financial  wrangles,  won  prize 
1982  for  $22  million  on  $1.7  mil- 
lion equity.  Made  more  profitable 
running  Wfyeel  of  Fortune,  etc.  Rift 
with  highbrow  partners;  bought 
out  dissidents  1986.  His  65%  now 
worth  at  least  $200  million.  Got 
out  of  market  before  1987  crash; 
only  25%  back  in.  Fortune,  with 
real  estate,  other  interests,  worth 
estimated  $280  million. 

Kenneth  Nicholas  Pontikes 

Comdisco,  Inc.  Barrington,  111.  49. 
Divorced,  remarried;  3  children. 
Worked  way  through  school  as  por- 
ter, Chicago  Union  Station:  "Used 
my  strong  back."  Quit  as  ibm  sales- 
man 1968,  founded  Computer  Dis- 
count Co.  1969;  now  world's  larg- 
est independent  lessor  of  comput- 
ers: "We  weren't  first  in  the  field, 
had  no  gimmick,  but  learned  from 
others'  mistakes."  Moving  into 
other  high-tech  equipment:  com- 
munications, medical,  "broadening 
services  that  we  offer."  With  bud- 
gets tight,  leasing  popular:  "We  are 
asset  managers  for  our  customers." 
Backs  Chicago  Better  Boys  Founda- 
tion. Stock,  other  assets  worth 
$280  million. 

Leonard  Litwin 

Real  estate,  nyc.  73.  Married,  2 
daughters.  Started  in  father's  land- 
scaping business  on  N.Y.'s  Long  Is- 
land (nurseries  now  valuable  real 
estate,  but  horticulture  still  his 
hobby).  Lenny  pioneered  building 
high-rise  apartments  on  Manhat- 
tan's Upper  East  Side;  now  owns  at 
least  3,700  prime  nyc  rental  units. 
Bucking  co-op  trend:  "Everybody 
who  has  a  job  in  New  York  can't 
spend  $500,000  on  a  co-op."  Also 
Manhattan  office  space.  Lenny 
mostly  an  unknown  quantity; 
avoids  press.  Colleague:  "He  oper- 
ates like  an  old-fashioned  real  es- 
tate man."  Manhattan  apartments, 
other,  worth  at  least  $280  million. 

Johnnie  Bryan  Hunt 

J.B.  Hunt  Transport  Services,  Inc. 
Goshen,  Ark.  62.  Married,  2  chil- 
dren. Arkansas  sharecropper's  son, 


quit  school  in  eighth  grade  to  help 
support  family.  WWII  infantry; 
livestock  auctioneer,  drove  truck 
for  21  years.  Made  big  money  1962: 
adapted  rice  hulls  as  poultry  litter 
(ground  cover  for  chicken  houses), 
invested  returns  in  sideline: 
bought  trucking  company;  pros- 
pered with  deregulation.  Sold 
chicken  litter  business,  went  pub- 
lic 1983.  Now  the  largest  indepen- 
dent truckload  carrier,  1988  reve- 
nues $390  million.  Has  one  of 
lowest  driver  turnovers  in  indus- 
try. Wife  and  son  work  in  compa- 
ny. Also  has  Ark. -based  bank  hold- 
ing company.  Stock,  other  assets, 
worth  at  least  $280  million. 

Fayez  Shalaby  Sarofim 

Money  management.  Houston.  60. 
Married,  5  children  by  wife  seeking 
divorce.  Egyptian-born  son  of 
wealthy  landowner;  Harvard 
M.B.A.  Joined  Anderson  Clayton 
1951;  worked  on  pension  fund 
management.  Launched  Fayez  Sa- 
rofim &  Co.  1958  with  father's 
$100,000;  now  manages  $15  billion 
assets.  Naturalized  1961;  married 
into  prominent  Texas  family.  Made 
name  spotting  oil  bargains:  owlish, 
ever  bullish;  75%  in  stocks.  "The 
value  of  a  stock  isn't  necessarily 
the  number  in  the  newspaper."  Ear- 
ly investor  Teledyne  with  George 
Kozmetsky,  Henry  Singleton  (see 
both).  His  72%  of  firm,  large  person- 
al portfolio  worth  some  $280  mil- 
lion— pre-di  vorce . 

Nan  Tucker  McEvoy 

Publishing.  San  Francisco.  70.  Di- 
vorced, 1  son.  Granddaughter  of 
San  Francisco  C/ironicle  founder,  Mi- 
chael H.  de  Young  (d.  1925;  see  fam- 
ily). Nan,  former  journalist,  Peace 
Corps  administrator,  founder  abor- 
tion clinic;  inherited  largest  share 
Chronicle  Publishing  from  mother, 
family  matriarch  Phyllis  de  Young 
Tucker,  last  of  Michael's  children. 
Some  shares  believed  passed  to 
Nan's  son:  "You  hate  to  have  them 
think,  'Well,  when  will  good  old 
mother  die.'  "  Initially  uncertain  of 
ability,  now  chairman,  confidently 
involved  in  all  major  decisions,- 
well  liked  by  employees.  Plans  to 
maintain  family  control.  "We  want 
to  go  on  reasonably  the  way  we 
are."  Est.  net  worth  $275  million. 
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KID  STUFF. 


Your  competition  isn't  ploying  gomes.  That's  why  when  you 
need  to  get  a  picture  of  their  lotest  entry  in  the  market  and  show 
it  fost,  there's  no  better  way  to  do  it  than  to  xap  it.  With  the 
Canon  Xap  Shot  camera. 

Canon  Xap  Shot  is  instant  video  photography. 
As  soon  as  you  take  a  xapshot,  you  con  show  it  on  TV. 
No  wait  for  developing.  And  no  film-Xap  Shot  uses 
2"  floppy  disks  to  record  50  xapshots.  That  means  you 
can  store  over  5000  images  in  a  spoce  smaller  than  a 
shoe  box.  And  Xap  Shot's  Hi-Band  technology  means  every 
one  of  these  images  will  be  of 
optimum  qi 


Hess,  NY  11042 

iige  is  simulated 


intended  payments  with  the  Conon  Credit  Cord 
i  Is  at  portKipahng  Conon  deolm  ond  letoilets 


Xap  Shot  is  perfect  for  presentations.  For  sales  demonstrations. 
And  as  a  source  for  desktop  publishing  and  computer  graphics. 
In  fact,  there  are  os  many  ways  to  use  Xop  Shot  os 
there  are  kinds  of  businesses. 

Xap  Shot  is  easy  to  use;  it's  the  only  camera^ 
of  its  kind  that  doesn't  need  a  playback  odopter. 
With  program  auto  exposure,  auto  flash, 
auto  white  balance  ond  a  self-timer,  Xap  Shot  is 
completely  automatic.  Best  of  oil,  if  you  don't  like  a  shot, 
you  can  erase  and  record  over  it.  No  waste. 
Canon  Xap  Shot.  Business  never  looked  better. 
800-221-3333,  ext.  706  for  your  nearest  Xap  Shot  dealer. 

Canon 

XAPSHOT 


Photography  for  the  video  generation. 


The  Forbes  Four  Hundred. 


Some  major  U.S.  families  have  fortunes  already  so  divided  that  no 
individual  among  them  qualifies  for  The  Forbes  Four  Hundred.  This  listing  is 

extensive  but  not  intended  to  be  as  complete  as  our  listing  of  the  richest 

individuals  in  America.  Think  of  most  as  the  significant  echoes  of  persons  who 

would  have  been  members  of  The  Forbes  Four  Hundred  if  it  had  been  compiled  in 

earlier  decades,  or  as  families  still  building. 
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Family  Fortunes 
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Bayport,  Mum  Heirs oi  Danish  \m 
oiigrani  I  fans  [at  ob  Andersen,  u 
rived    Portland    Mr.    1870,    Firsi 
words   In    English,    ".ill   togethei 
boys,"   became   company   motto. 
With  sons  Pred  and  I  [erbert,  found 
id   Andersen    i  umbei    ( !o     1903 
i  [udson       Wis ;      revolutionized 
building  Industry  1904    standard 
i  i  d  wooden  vi  Indow  frames  with 
Interchangeable  parts    ro  Baypon 
[913     signed    lust    profit  sharing 
!  iii -i  ki  only  limns  before  death. 
Pred  took  over,  pushed  sdvertising 
'( )nly  the  rich  can  afford  pooi  win 
dows      Privately    held    Andersen 
(.Dip  nation's  largest  window,  ps 
tio  dooi  makei  (sales  neat  $1  oil 
lion)    l  .ist  reported  profit  sharing 
plan    1987     ^plu    $106    million 
among  employees  [average  check 
$28  600)   No  Andersens  active  in 
daily  management   but  4  serve  on 
board  famil)  i  *Q%  worth  at  least 

S  >00  million 
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nyc  Five  daughters  oi  Moses  \n 
nenberg  Id  1942]  roundel  oi  Irian 
gle    Publications     Estate    divided 
among  '  daughters  and  son  Walta 
(nV-  i  rianglc  s  golden  go 

i  (i provided  verj  decent  in 

come  but  $3.3  billion  sale  1988 
w  .i-  bonania  foi  i  sthei  [Mis  i  eo 
Simon'  88  lanet  [Mrs  lames 
Hooker)  B5  and  i  ita  [Mrs  [osepb 
Haxen]  so  who  made  about  $185 
million  apiece  from  sale  Sisters 
Enid  |Mrs   Ira  Haupt)  and  Evelyn 

Mis  \u-u ille  i \.\\v  cashed  in  a 
oi  theii   triangle  stock  years  .\^ 
Children  oi  1  d<  sisters  sho 

have  small  stake  Pivt  sisters  share 
fortune  estimated  well  o\  i 

mil! 
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oi  mostly  private  companies:  Ba- 
cardi  Co.  of  Puerto  Rico  sells  to 
Bacardi  Imports  oi  Miami;  both  pay 
royalties  to  Bacardi  &  Co.,  Ltd.  in 
Bahamas.  Bacardi  brand  still  strong 
m  brave  new  world  ot  health  con- 
SCiousness.  Some  500  lamily  mem- 
bers have  interest  in  business 
woitb  OVei  $1  billion. 

Hean  (Gorman) 

Preeport,  Me.  Descendants  oi  Leon 
Leonwood  Bean  (b.  1S72),  sports- 
ni.in,  roundel  i  i  Bean,  Inc.  Sickoi 
cold,  wet  feet,  put  rubber  bottoms 
on  leathei  shoes  Ninety  oi  first  100 
p.uis  were  returned  defective]  in- 
troduced L.l    Bean  guarantee,  still 

in  etteet.  Maine  s  first  hunting  li- 
censes 1919  inspired  first-ever  di- 
rect mail  marketing  campaign,  ln- 

COiporated  business  1934  sales 
passed  $1  million  mark  1937. 
"Thai  wasn't  bad  foi  s  boy  who 
nevei  got  through  the  eighth 
grade  today's  president  grandson 
Leon  Gorman  S4  at  tust  encour- 
aged advertising  furthei  developed 
women's  line  now  scaling  back  ex- 
pansion goals  to  protect  quality 
service  1988  sties  $588  million 
Fifteen    descendants    believed    to 
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control  company  worth  well  over 
$600  million. 

Belk 

Charlotte,  N.C.  Descendants  of 
brothers  William  H.  and  John  Belk, 
who  opened  N.C.  general  store 
1888.  Did  not  allow  credit,  bought 
out  competitors  who  did  at  dis- 
count during  Depression;  from  29 
stores  in  1920,  extended  empire  to 
present  340  stores.  "I  don't  reckon 
we  got  a  system,  we  just  sell 
goods."  Philosophy  updated  in 
1960s:  Belk  Stores  Services  division 
tightened,  centralized;  in  effect, 
serves  as  corporate  office.  About  25 
descendants  share  ownership  with 
local  owner-partners.  Family 
known  for  internecine  feuds,  law- 
suits. William  Henry  Jr.  ousted  as 
chairman  1950s;  tried,  failed  to 
thwart  brother  lohn's  Charlotte 
mayoral  career  (1969-77).  John 
chairman  of  bss,  brother  Tom  presi- 
dent. Family's  share  of  business 
worth  at  least  $360  million. 

Belz 

Memphis  Three  generations  in  real 
estate  Philip  85  emigrated  from 
Austria  1°10  with  mother  at  age  6. 
Partnei  with  brother-in-law  in  dry 
goods  business.  Banker  friend,  not- 
ing extra  land  suggested  Belz  let 
bank  show  him  how  to  finance  de- 
velop. From  that  acre  to  real  estate 
empire  over  15  000  acres  Shelbv 
County  alone  Expansion  in  Nash- 
ville 1970s.  Farnilv  rarely  sells  lit- 
tle debt  Earlv  developers  industrial 
parks  Also  motels  shopping  cen- 
teis  office  buildings  apartments 
farmland  off-price  outlet  malls. 
Uncle  Philip  to  empl  pees  oth- 
(  -  know  him  as  damn  hard  n. 
tutor — but  always  keeps  his 
rd  Frustrated  opera  singer 
Memll  told  him  to 
-    is  k     ed  in  plane 
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Did  your  meter  run  out  of  postage?  Should        ing  mailroom  furniture, 
you  go  with  bar  coding  or  pre-batching?  If  With  Pitney  Bowes,  you  not  only  get  every- 

something  in  your  mailroom  breaks  down,  how        thing  you  need,  you  also  get  it  integrated 


long  does  it  take  to  get  it  serviced? 

If  you  want  to  avoid  aggravation, 
do  what  over  1,000,000  companies 
have  done.  Call  Pitney  Bowes.  No 
other  company  can  provide  you  with 
every  thing  you  need  for  a  modern, 
trouble-free  operation. 

From  state-of-the-art  equip- 
ment systems  to  everyday  mailing 
supplies.  From  supplying  postage 
instantly  over  the  phone,  to  supply- 


WE  WANT 
TO  KNOW 

V00 
BETTER. 


through  one  single  source.  And  if  anything 
should  ever  go  wrong,  you  have  the 
confidence  of  havfng  a  service  force 
of  over  3,000  technicians  at  your 
beck  and  call. 

So  if  you  want  the  most  reliable 
company  in  the  mailroom  busi- 
ness to  work  for  you,  call  1-800- 
MR.  BOWES,  EXT.  1026.  You'll  get 
everything  you  need.  Except 
aggravation. 


4§  Pitney  Bowes 


The  flexible  benefits  plan 

for  small  companies  that  think 

like  the  big  companies. 


For  years,  big  companies 
have  been  able  to  take  advantage 
of  the  benefits  flex  plans  offer. 

But  smaller  companies  have 
had  to  settle  for  flexible  benefits 
plans  that  tried  to  act  big,  but  in 
reality  fell  short. 

Now  you  can  really  think  big. 

Because  NWNL  Group  has 
developed  a  unique  approach 
to  flexible  benefits  for  compa- 
nies with  300-2000  employees. 
Which  means  you  can  enjoy  the 
advantages  of  big  company  cover- 
age without  the  big  ticket  price. 

You  see,  at  NWNL  Group 
we  look  at  insurance  needs  dif- 
ferently so  we  find  solutions  that 
others  may  not  have  seen  before. 

Take  flexible  benefits,  for 
example.  We  learned  how  to  con- 
trol costs,  design  benefits,  and 
provide  the  administrative 
support  and  employee  communi- 


cation you  need  by  extensively 
researching  and  studying  the 
successful  plans  developed  for 
large  companies. 

In  simple  terms,  we  saw  a 
way  to  shrink  the  best  of  what  the 
big  plans  offered  into  a  flexible 
benefits  plan  that  is  specifically 
tailored  for  smaller  and  medium 
size  companies. 

That's  what  we  call  looking 
at  things  differently.  And  wed 
like  to  demonstrate  how  our 
approach  to  flexible  benefits 
could  work  for  you. 

So  start  thinking  big.  For 
our  free  booklet  ''Looking  At 
Flexible  Benefits  Differently" call 
or  write  Rick  Naymark/  NWNL 
Group,  Box  20,  Minneapolis, 
MN  55440,  (612)  342-7137. 

ffiNWNLGROUP 

Northwestern  National  Life  Insurance  Co. 


NWNL  Group  is  a  division  of  Northwestern  National  Life  Insurance  Company,  Minneapolis,  MN  (not  admitted  in  the  state  of  New  Virk  I 
The  North  Atlantic  Life  Insurance  Company  of  America,  Jericho,  NY  la  member  of  the  NWNL  Companies). 


women,  1916;  bought  majority  in- 
terest in  the  Courier-Journal  and 
Louisville  Times  for  $1  million  1918, 
one  year  after  wife's  mysterious 
death.  The  newspapers  supported 
liberal  views;  died  1937.  Youngest 
son  Barry  Sr.  took  over,  bought  out 
siblings,  added  broadcasting.  Paper 
won  7  Pulitzers  during  his  tenure. 
Son  Barry  Jr.  took  over  as  editor, 
publisher  1971.  Power  struggle 
among  surviving  children  forced 
Barry  Sr.  to  step  in  and  orchestrate 
sale  1986;  the  newspapers  were 
sold  for  $300  million,  the  broadcast 
interests  for  over  $100  million. 
Daughter  Sallie  wrote  scathing, 
tell-all  family  story.  At  least  13 
family  members  share  fortune  esti- 
mated, net  of  taxes,  etc.,  over  $350 
million. 

Brown 

Louisville.  Heirs  to  George  Garvin 
Brown,  who  established  its  Brown 
&  Brother  with  cousin  1870,  dis- 
tilled Old  Forrester  Whiskey.  Be- 
came Brown-Forman  1890:  Jack 
Daniel's;  Southern  Comfort;  Korbel 
brandy;  Bolla  and  Cella  Italian 
wines.  Still  family  company,  likes 
to  hire  employees'  relatives.  Lately 
diversified  into  "lifestyle  prod- 
ucts": Lenox  china,  crystal,  jewelry 
(bought  1983);  Hartmann  Luggage; 
Athalon  (sports  bag  and  soft  lug- 
gage producer).  Family  holds  major- 
ity of  management  positions  as  part 
of  "planned  nepotism"  policy:  each 
Brown  family  member  must  hold  at 
least  2  degrees  before  joining  the 
company.  Family  stock  worth  $1 
billion. 


Bullitt 

Broadcasting.  Seattle.  Pioneer  CD. 
Stimson  amassed  Seattle-area  tim- 
ber, real  estate  interests  early  1900s 
(d.  1929).  Daughter  Dorothy 
stepped  in  to  manage  on  death  of 
her  husband  (A.  Scott  Bullitt,  prom- 
inent politician)  1932.  Out  of  bore- 
dom, bought  radio  station  1947, 
then  area's  first  television  station 
1948:  "The  station  came  before  the 
sets."    King   B;  ting    now    6 
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has  no  share  in  family's  77%  of 
King  Broadcasting.  Family  believed 
worth  over  $600  million.  Patsy: 
"Someone  decides  they  want  to 
buy  us  every  week.  Those  letters  go 
right  in  the  wastebasket." 

Cabot 

Boston  area.  Descendants  of  ship- 
builder John  Cabot,  immigrant 
from  isle  of  Jersey  1 700.  Family  pri- 
vateers during  American  Revolu- 
tion; profited  from  international 
trade,  marriages.  Godfrey  Cabot 
joined  brother  Samuel  in  carbon 
black  business  1882.  Son  Tom,  92, 
took  charge  1920,  retired  1960: 
"We're  proud  of  what  we've  accom- 
plished in  the  world."  Cabot  Corp. 
now  world's  leading  producer  of  es- 
sential ingredient  in  rubber,  plas- 
tics and  ink.  Sales  1988,  $1.6  bil- 
lion. Distinguished  family:  Henry 
Cabot  Lodge,  former  senator,  U.N. 
ambassador;  Walter  Cabot,  man- 
ages Harvard  endowment  fund. 
Three  first  cousins:  Louis  Welling- 
ton Cabot,  68,  director  (retired  as 
chairman  1986);  John  M.  Bradley, 
66,  director;  John  G.L.  Cabot,  54, 
executive  vice  president.  Fifth  gen- 
eration of  family  shares  30%  Cabot 
Corp.  worth  at  least  $315  million. 
Believed  company  would  be  worth 
twice  as  much  if  liquidated;  Cabots 
not  selling.  Restructuring:  sold 
metals  business  1987,  some  energy 
interests  1989. 

Campbell 

Hawaii  et  al.  Progenitor  James 
Campbell  left  Ireland  as  13-year-old 
stowaway  to  join  brother  nyc  1839. 
After  9  years  South  Seas  adventure, 
arrived  Hawaii  to  settle  down  1850. 
Started  sugar  plantation,  purchased 
"worthless"  arid  land  with  profits. 
Used  artesian  wells  to  irrigate,  cre- 
ating value:  dubbed  "Kimo  Ona- 
Milliona"  (James  the  millionaire). 
Estate  today  owns  almost  80,000 
Hawaiian  acres,  diversifying  to 
mainland  shopping  centers,  office 
buildings.  Committed  to  preserv- 
ing agriculture  on  Hawaii;  Nature 
Conservancy  to  help  maintain  deli- 
cate lands.  Potential  seen  for  ex- 
traction of  geothermal  energy.  Last 
surviving  daughter,  Beatrice  Camp- 
bell Wrigley,  died  1987;  trust  dis- 
>h  :s  2007.  Known  value  family 
lding  near  $700  million. 


Cargill/MacMillan 


Origin:  Minneapolis.  Founder  Wil- 
liam W.  Cargill,  son  of  Scottish  sea 
captain.  Born  Long  Island,  moved 
west,  set  up  Cargill,  Inc.  predeces- 
sor 1865,  quickly  overtook  grain- 
trade  competition.  Neighbor  John 
Hugh  MacMillan  married  Cargill 's 
daughter  1895,  became  company 
president  when  William  died  1909. 
MacMillans  more  active  in  what  is 
now  largest  private  company  in 
U.S.  (1988  revenues,  over  $38  bil- 
lion): world's  largest  commercial 
grain  trader;  in  U.S.,  believed  sec- 
ond-largest U.S.  grain  and  oil  seed 
processor  after  Archer  Daniels  Mid- 
land; 312  businesses  in  56  coun- 
tries. Reputed  best  crop-market  in- 
telligence in  world.  Cargill  and 
MacMillan  families  own  85%  of 
company:  3  main  branches  hold 
75%  worth  at  least  $4.8  billion.  (See 
individual  Cargills,  MacMillans,  Kein- 
atb,  Pictet.) 


Chandler 


Los  Angeles  et  al.  Times  Mirror  Co. 
Descendants  of  Harry  Chandler  (d. 
1 944);  began  as  an  ambitious  clerk  at 
the  Los  Angeles  Times  in  the  1880s. 
Married  daughter  of  Harrison  Gray 
Otis,  owner,  and  rose  from  clerk  to 
chairman.  Became  real  estate  and 
media  tycoon,  savvy  marketing 
strategies  helped  Chandler  to  defeat 
rival  papers.  Co.  diversified  under 
family:  8  dailies  including Neusday, 
Baltimore  Sun:  12  magazines  includ- 
ing Field  &  Stream,  Popular  Science-, 
broadcast,  cable  tv;  professional  in- 
formation and  book  publishing. 
Revenues  1988,  $3.3  billion.  No 
family  managers  since  grandson 
Otis  stepped  down  as  editor-in-chief 
in  1986.  Family's  Times  Mirror 
stock  worth  $  1 . 7  billion. 


Clark  • 


Cooperstown,  N.Y.  Descendants  of 
Edward  Clark  (1811-82),  lawyer, 
helped  Isaac  Singer  market  sewing 
machine  1850s.  Came  to  own  40% 
Singer  Manufacturing  Co.  Built  the 
Dakota,  landmark  nyc  building. 
Fortune  to  surviving  child  Alfred 
(d.  1896);  then  to  Alfred's  4  sons, 
including  racehorse  owner  F.  Am- 
brose, art  collectors  Stephen  and 
Robert.  Family  generous  to 
Cooperstown,  started  Baseball  Hall 
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of  Fame  1939,  other  museums,  hos- 
pital, big  hotel,  golf  course,  town 
gym,  large  private  foundation. 
Three  sons  died  heirless.  Family 
leader:  Stephen  C.  Clark  Jr.,  78, 
only  surviving  great-grandchild. 
Niece  Anne  Labouisse  Peretz,  51, 
co-owner  New  Republic  magazine. 
Nephew  Alfred,  46,  has  own  nyc 
investment  co.  Trusts,  prudent  in- 
vestment by  NYC-based  Clark  Es- 
tates Inc.  responsible  for  intact 
wealth:  About  12  Clarks  share  for- 
tune worth  more  than  $350  million. 
Equivalent  amount  in  foundations. 

Close 

Fort  Mill,  S.C.  Colonel  Leroy 
Springs  founded  250-loom  Lancas- 
ter Cotton  Mill  1895,  took  over 
Fort  Mill  Manufacturing  Co.;  sec- 
ond wife  Lena  first  woman  nomi- 
nated for  U.S.  Vice  President,  1924. 
Son  Elliott  White  Springs,  WWI 
ace,  inherited  5  cotton  mills  from 
father  1931.  Masterminded  famed 
ad  campaign — "A  buck  well  spent 
on  a  Springmaid  sheet" — that 
wowed  them  in  1950s.  Died  1959; 
son-in-law,  H.W.  Close,  took  over 


(d.  1983).  Springs  Industries  one  of 
nation's  largest  manufacturers 
sheets,  pillowcases,  etc.  (1988 
sales,  $1.8  billion).  Mrs.  Crandall 
Close  Bowles,  42,  sole  family  direc- 
tor; runs  family  businesses:  Springs 
Cos.  (management  company),  real 
estate,  insurance,  railroad.  Mother, 
Anne  Springs  Close  (daughter  of  El- 
liot), Crandall  and  7  siblings  share 
58%  Springs  Industries  stock.  For- 
tune estimated  at  least  $450  million. 


Cohen 

nyc  area.  Mortimer  Cohen  forsook 
optometry  to  join  brother  Edward 
retailing  men's  clothing;  younger 
Sherman  expanded  across  Virginia 
while  brothers  served  in  WWII. 
Trio  sold  out,  headed  to  nyc; 
bought  Yonkers,  N.Y.  Oldsmobile 
distributorship  1949.  Began  build- 
ing apts.  in  suburbs;  then  went  for 
big  time  in  nyc,  switched  to  office 
space  1970.  Scored  buying  land  on 
then  neglected  Third  Avenue;  now 
control  nearly  4  million  sq  ft.;  trad- 
ed 6  properties  for  3  prime  Manhat- 
tan office  buildings  during  office 
glut  1977  ("the  most  ingenious  deal 


of  the  year").  Litigious  Cohens 
tagged  "difficult";  "We  had  to 
crack  the  whip — everybody  does." 
Recently  completed  office  tower 
around  holdout  tenant.  Sherm,  64; 
Ed,  68.  Sherm's  only  son,  Charles, 
37,  president;  shares  ownership. 
Mort's  widow,  Estelle,  shares  in 
some  properties.  Family  worth 
minimum  of  $450  million. 

Collier 

Naples,  Fla.  Descendants  of  Mem- 
phis-born Barron  Gift  Collier,  who 
quit  school  at  16,  worked  for  rail- 
road, sold  and  lit  Memphis  street 
lamps.  Made  it  big  selling  trolley 
car  ads  nationwide.  Came  to  south- 
west Florida  1911,  eventually 
bought  1.3  million  acres  land:  note 
Collier  County,  Collier  Creek,  etc. 
Died  1939.  Current  heirs  have  di- 
vergent business  philosophies.  Em- 
pire split  with  coin  flip  1980.  "It  is 
not  without  its  complexities,"  but 
"there  are  no  feuds."  Created  2 
companies.  Collier  Enterprises: 
Miles,  42,  single.  Columbia  M.B.A., 
favored  "high-risk"  investment, 
"managing  partner,"  active  devel- 
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oper,  venture  capitalist,  financier; 
controls  72,000  acres  agriland, 
2,800  acres  Naples,  5,900  acres  cit- 
rus groves.  Acquired  Oklahoma  Ci- 
ty's Local  Federal  Savings  &  Loan 
1988.  Mother  Isabel  Collier  Read 
controls  50%,  brothers  Barron  II, 
38,  and  Miles  control  the  rest.  Bar- 
ron Collier  Co.:  other  half  of  fam- 
ily. Developer;  owns  72,000  acres 
agriland,  5,000  acres  in  Naples,  ap- 
proximately 10,000  acres  citrus 
groves.  Company  run  by  Lamar  Ga- 
ble, Barron  Collier  fr.'s  stepson; 
over  15  Colliers  share  this  portion. 
Jointly,  family  will  swap  114,000 
acres  swampland  and  $38  million 
for  80  acres  federal  property  down- 
town Phoenix,  approved  by  Con- 
gress in  1988.  Also,  share  large 
ranch  and  control  about  1  million 
mineral  acres.  Sold  Naples  Daily 
News  1986  for  $160  million.  Total 
Collier  family  fortune  estimated 
worth  over  $1.5  billion. 

Coors 

Golden,  Colo.  Descendants  of  Ger- 
man immigrant  Adolph  Coors,  who 
founded  small  beer  company  1873. 
Today  has  world's  largest  brewery 
under  one  roof;  company  nation's 
fourth-largest  brewer.  Also  industri- 
al ceramics,  aluminum,  packaging 
materials.  Went  public  1975;  family 
controls  all  voting  stock,  54%  of 
nonvoting.  Two  grandsons,  William 
and  loseph,  built  company;  antigay, 
antiminority,  antiunion  policies 
created  controversy,  10-year  union- 
inspired  national  boycott  ended 
1987  when  company  agreed  to 
unionize.  Great-grandsons  (Joe's 
sons)  Jeff  and  Peter  run  day-to-day, 
mend  public  fences,  build  market- 
ing in  intensely  competitive  beer 
market.  Buying  Stroh  breweries  (see 
family)  for  reported  $420  million. 
Next:  new  lower-price  beers — Key- 
stone, Keystone  Light.  Family  stock 
worth  over  $435  million. 

Cowles  (Gardner) 

Minneapolis,  Des  Moines  et  al.  De- 
scendants of  Gardner  Cowles  Sr., 
who  put  $110,000  into  feeble  Des 
iter  1903,  added  evening 
bune,  built  respectable  monopoly 
MjohnSr.|d  1983)pulled 
Tick    with    Minneapolis  Star 
id. 1985) 
Si  I d  Florida 
others  to  New 


York  Times  Co.  for  23%  of  its  stock 
1971.  Restless  heirs  forced  more 
sales:  Cowles  Broadcasting  to  Oveta 
Culp  Hobby  (which  see)  1984,  Register- 
to  Gannett  for  $200  million  1985. 
Grandson  David  Kruidenier,  67, 
chairs  thinly  traded  Cowles  Media, 
now  4  dailies,  11  weeklies;  fought 
sales  "but  we  got  a  good  price. "  Over 
70  heirs  with  75%  of  Cowles  and 
other  investments  believed  worth 
more  than  $800  million. 

Cowles  (William) 

Spokane.  Descendants  of  William 
Hutchinson  Cowles,  Chicago  Tri- 
bune heir  (also  distant  relative  of 
Gardner  Cowles,  see  above),  "police 
reporter"  with  Yale  Law  degree; 
moved  West  1891,  bought  into  Spo- 
kane Spokesman -Ret  iew.  Gained  con- 
trol 1894,  bought  rival  Chronicle 
1897.  Invested  in  timberland,  start- 
ed Inland  Empire  Paper  Co.  William 
Jr.  added  radio  1946,  tv  1952.  Now 
grandsons:  James,  55,  manages  real 
estate,  including  downtown  office 
space;  William  III,  57,  publishes  pa- 
pers, races  sailboat.  Brothers  domi- 
nate local  media  (tv,  radio,  monopo- 
ly newspaper)  but  don't  talk  to  re- 
porters. Banker  friend:  "They  don't 
want  the  community  to  feci  they're 
running  things."  Eight  heirs  share 
Cowles  Publishing,  large  stake  in 
Tribune  Co.  and  other  assets  worth 
$430  million. 

Cullen 

Houston.  Descendants  of  Hugh 
Roy  Cullen,  legendary  wildcatter 
who  dropped  out  of  fifth  grade;  took 
$3/wcek  job  at  San  Antonio  candy 
factory.  Successful  Oklahoma  cot- 
ton buyer  by  early  20s.  Moved  to 
Houston  1911,  bought  real  estate 
on  Ship  Channel.  Started  oil  busi- 
ness in  his  30s.  There  is  life  after 
40:  first  strike  1921,  age  40.  Persis- 
tent: drilled  deeper  on  abandoned 
fields.  "If  you  can't  make  a  living 
working  8  hours  a  day,  work  12,  18 
or  24  hours.  That's  what  I  did."  Oil 
rig  accident  1936  took  life  of  only 
son.  Gave  away  $200  million  in 
will.  Five  branches,  one  for  each 
daughter  (2  deceased),  still  have 
Quintana  Oil,  with  immense  gas 
and  oil  reserves,  run  by  publicity- 
shy  family  executives.  Ten-year  lit- 
igation waged  by  grandson  Baron 
Ricky  di  Portonova  to  capture  larg- 
er share  of  fortune,  lost  1984;  get- 


ting by  on  mere  $10  million  per 
year.  More  than  20  family  members 
now  share  interest  in  fortune  worth 
at  least  $1.3  billion. 

Davis 

Jacksonville,  Fla.  et  al.  Descen- 
dants of  William  Milton  Davis, 
founder  Winn-Dixie  grocery  stores. 
Bought  first  store  with  $10,000  in 
1925;  put  4  sons  (1  deceased)  to 
work  at  earliest  possible  age.  Co. 
grew  through  acquisition;  1955 
name  changed:  "To  win  Dixie  was 
our  ambition."  Today  Winn-Dixie 
5th-largest  U.S.  supermarket  chain: 
1,246  stores  in  13  states,  revenues 
$9  billion.  Largest  nonunion  grocer: 
liberal  retirement,  insurance  plans; 
encourages  employee  ownership. 
Management  shuffle:  A.  Dano 
chairman  1988,  cousin  Robert 
stepped  down  to  look  after  other 
family  interests.  W-D  pushing  mar- 
keting, pricing  in  competitive  Sun- 
belt. Family's  38%  Winn-Dixie, 
52%  American  Heritage  Life  (insur- 
ance) worth  some  $945  million. 

Dayton 

Minneapolis.  Descendants  of 
George  Draper  Dayton,  banker  who 
counted  traffic  before  buying  land 
for  Dayton's  Department  Store 
1902.  Lured  customers  with  outra- 
geous promotions,  advertising. 
Spectacular  merchandising  under 
son,  George  Nelson  Dayton,  from 
1938:  dancers,  circuses,  cheerlead- 
ers. G.N.  raised  5  sons  in  Calvinist 
work,  family  ethic.  Brothers,  led  by 
Bruce,  took  over  1950,  built  family 
store  into  national  chain.  First  en- 
closed mall,  Southdale,  Minn.  1956. 
Last  brother  retired  from  manage- 
ment 1983:  "We  did  keep  the  ship 
afloat."  Bruce's  son  Mark  Demo- 
cratic nominee  for  Senate  1982:  Rec- 
ord spending  failed  to  win  election; 
eyeing  1990  run.  Family  active  in 
charities,  Minneapolis  affairs.  Fam- 
ily wealth  exceeds  $1.3  billion. 


de  At  en  i  I 


Houston  et  al.  Descendants  of 
physicist  Conrad  Schlumberger, 
who  developed  first  "well  logging" 
device  1920s.  Bonanza  for  oil  explo- 
ration— fine-tuned  location,  depth 
of  underground  oil.  U.S.S.R.  first 
country  to  try  Schlumberger,  Ltd. 
products.     (Conrad,     a     socialist, 
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Your  search  for  excellence  is  over! 

U  n  if orce  Temporary  Person  nel . . . 


...like  a  flame  in  the  darkness,  sheds  light  on  your  search 
for  excellence  by  providing  payroll-cost  controls, 
staffing  flexibility  and  increased  productivity. 

Across  America,  individually  owned 
Uniforce  offices  will  brighten  your  day      ^ 
by  helping  you  with  the  planned 
use  of  performance-guaranteed, 
temporary  personnel  in  hundreds 
of  skill  categories. 

Uniforce  personnel  profes- 
sionals are  waiting  for  your  call 
to  help  you  custom  match  our 
quality  temps  to  your  exact 
needs... one  or  one  hundred 
for  a  day,  a  week,  a  month 
or  longer.  Excellence  at 
a  moment's  notice!  i 


uni  Force 

temporary  services 


Franchises  available  in  select  areas  for  qualified  candidates.  For  information  call  (516)437-3300. 

©Uniforce  1986 


Total  reliability: 

Ssangyong's  greatest  asset  for  50  years. 


«#  .c#^ 


We  deliver  what  you  deserve:  the  best. 

Just  a  few  of  our  visible  accomplishments:  annual  trade  volume  of  $2  billion; 

a  Guiness  Book  record  with  construction  of  the  world's  tallest  hotel 

in  Singapore's  Raffles  Qty  Complex;  the  world's  largest  single  cement 

production  facility;  total  sales  volume  in  1988  of  well  over  $6  billion. 

Already  a  Korean  leader  in  oil.  automobiles,  machinery,  securities,  insurance, 

paper,  computer,  shipping  and  a  growing  number  of  other  areas  as  well, 

Ssangyong  is  now  becoming  recognized  internationally  in  projects  large  and  small. 

Why?  Not  just  because  of  our  visible  accomplishments,  but  because  of  the  invisible  reliability 

and  responsibility  to  provide  you  with  very  best  that  our  professionals  can  deliver. 

On  March  15.  1989.  help  us  celebrate  a  50  year  tradition  of  excellence  with 

our  new  symbol.  And  with  our  continuing  reliability  in 

an  expanding  number  of  business  activities. 


Ssangyong 


•  Oror«l  PO  Bos  4106  Seoul  Korcj  •  Tela  DRACEM  K36437  .  Phone  270  8114  •  Fu    37W981 
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pleased.)  Company  predominant  in 
field  over  half-century.  Daughter 
Dominique  resettled  with  husband 
John  de  Menil  in  Houston  WWII 
(headed  Schlumberger  1967-70;  d. 
1973).  Has  "brilliant"  eclectic  art 
collection  (over  10,000  works); 
built  $27  million  museum  to  house 
part  of  collection  1987.  Five  chil- 
dren have  substantial  art  collec- 
tions of  their  own.  Dominique  and 
family  have  fortune  estimated  over 
$400  million. 

de  Young 

San  Francisco  et  al.  Descendants  of 
Michael  H.  de  Young,  who  founded 
the  San  Francisco  Chronicle  with 
brother  Charles  1865.  Initially  be- 
gan as  theater  guide  post-Gold 
Rush.  Built  newspaper  famed  for 
slander,  scandalous  reporting: 
Mayor's  son  shot  Charles  dead 
1880;  Michael  was  shot  1884;  he 
survived.  Both  defendants  acquit- 
ted. Family  signed  nation's  first 
newspaper  joint  operating  agree- 
ment, with  Hearst  Examiner  1965, 
costs  Chronicle  50%  of  all  profits. 
Acquired  Worcester  (Mass.)  Tele- 
gram &  Gazette  1986  for  est.  $250 
million.  Now  6  dailies,  3  tv  sta- 
tions, cable  (280,000  subscribers). 
Great-grandson  Richard  Thierot, 
47,  president  of  co.,  editor-in-chief, 
publisher  of  Chronicle  since  1977, 
but  cousin  Nan  Tucker  McEvoy 
(which  see),  chairman,  has  largest 
share,  25% .  Nineteen  heirs  (exclud- 
ing Nan,  her  son)  control  two- 
thirds  of  Chronicle  Publishing, 
worth  est.  $810  million.  Papers 
tamer:  No  one  being  shot  at. 

Dikeou 

Real  estate.  Denver  and  Orlando. 
Pronounced  "D-Q."  Greek  immi- 
grant father  Panayes  ("Pete,"  d. 
1977)  arrived  1921,  founded  whole- 
sale popcorn  co.,  candy  and  tobacco 
distribution  co.  with  brother. 
Switched  to  more  lucrative  real  es- 
tate with  $2,200  Denver  land  pur- 
chase 1942.  Strategy:  Buy  small 
parcels  well-situated  downtown,  be 
last  holdout  in  large-tract  deals. 
Now  Dikeou  Realty  20  prime  acres 
downtown  Denver,  17  Florida 
shopping  centers,  most  in  Orlando. 
Sons  George,  58,  John,  53,  handle 
Denver  operation;  Deno,  51,  runs 
Florida  office.  Growing:  4  new  cen- 
ters nearly  done,  3  breaking  ground. 
Deno:  "I  can't  take  credit  for  suc- 
cess, I'm  just  getting  carried  along 
with  the  strong  economic  thrust." 
Owns  minor  league  Denver  (base- 
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Personal  Affairs  welcomes  Landfall 
to  its  premiere  issue  October  23rd. 

Live  At  Landfall  And  You'll  HaveTo  Share  It 
With  Hundreds  Of  Other  Residents. 


Call  1-800-227-8208  or  1-800-634-7857 

Post  Office  Box  5368,  Hanover  Station,  Wilmington,  NC  28403 


jyfafs 


LEARN  HOW  VANGUARD  INVESTORS 

HAVE  EARNED  HIGHER 

MONEY  MARKET  YIELDS 

YEAR  AFTER  YEAR 


Over  the  past  10  years, 
Vanguard's  Prime 
Money  Market  Portfolio  has  earned 
an  average  annual  total  return  of 
10.16%  (vs.  9.62%  for  the  average 
money  market  fund).* 

How  has  Vanguard  sustained 
this  advantage?  What's  the  most 
important  difference  in  money  mar- 
ket funds?  Why  should  you  be  wary  of 
"teaser"  rates? 

"Some  Plain  Talk  About  Money 
Market  Fund  Yields"  gives  you  clear, 
candid  answers  to  these  questions. 

Call  for  a  copy  and  see  how 
Vanguard's  commitment  to  quality 
sound  investment  management,  plus 
the  lowest  operating  costs  in  the 
mutual  fund  industry  pay  off  for  its 
money  market  fund  shareholders.** 

♦Through  6/30/89.  Source:  Donoghue's 
"Money  Fund  Report."  Past  performance,  of 
course,  can't  guarantee  future  results. 
**Lipper-Directors'  Analytical  Data, 
Summer  1989.  (Excludes  Institutional 
Money  Market  funds.) 


Call  1-800-662-7447 

For  a  free  copy  of  "Some  Plain  Talk 
About  Money  Market  Fund  Yields" 

'  Please  send  me  a  free 
copy  of  "Some  Plain 
Talk  About  Money 
Market  Fund  Yields" 

and  a  free  Vanguard 
kit  containing  a  pro- 
spectus with  more 
complete  informa- 
tion on  advisory  fees, 
distribution  charges 
and  other  expenses. 
I  will  read  it  care- 
fully before  I 
invest  or  send 
money. 

Vanguard  Investor  Information  Dept.  30 
Valley  Forge,  Pennsylvania  19482 

Name 

Address 

City/State/Zip 

Phone  ( I 
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Family  Fortunes 


ball)  Zephyrs;  predicts  big  league  to 
hit  Denver  next  3  years.  Net  worth 
estimated  $330  million. 

DiLorenzo 

nyc.  Descendants  of  Alex  DiLor- 
enzo Jr.,  Brooklyn  pharmacist- 
turned-landlord  and  neighbor  of  Sol 
Goldman  (see  widow  Lillian)  1930s. 
Formed  partnership  to  buy  Brook- 
lyn apt.  house  1951.  Goldman-Di- 
Lorenzo  Properties  grew  into  nyc's 
largest  landlord,  then  lost  40% 
holdings  in  1973-74  nyc  real  estate 
crash,  including  Chrysler  Building. 
Alex  died  1975,  parcels  split  by  coin 
flip.  Alex  III:  "There  were  a  lot  of 
properties  and  a  lot  of  problems." 
DiLorenzo  Properties  now  nearly 
400  properties,  mostly  small  com- 
mercial "taxpayers."  Owns  land- 
mark Washington  Mews  area  in 
nyc's  Greenwich  Village.  Alex  III 


runs  show  with  sister,  mother 
(brother  Marc  an  up-and-comer): 
worth  at  least  $500  million. 


Disney 

Los  Angeles  area.  Heirs  of  Walter 
Elias  Disney  (d.  1966).  Gifted  car- 
toonist educated  at  Chicago  art 
school.  Arrived  Hollywood  with 
$40  in  1923.  Cartoons  for  New 
York  company  starring  Oswald  the 
Lucky  Rabbit,  animated  creation  of 
Walt  and  brother  Roy.  Idea  for 
Mickey  Mouse  born  1928;  wife 
chose  name  over  Walt's  original 
idea,  Mortimer  Mouse.  Today,  The 
Empire  Mickey  Mouse  Built:  car- 
toons, invaluable  copyrights, 
theme  parks,  movies,  the  Disney 
Channel,  and  Walt's  "last  great  vi- 
sion": Epcot  Center  (world  of  the 
future).  Royalties  from  Tokyo  Dis- 
neyland.    Makes     Bass     brothers 


Henry  Ford  II  ami  his  first  wife.  Anne  McDonnell  lord,  taking  dancing 
basons,  it  would  seem,  from  Can  Cooper  at  an  Arabian  Sights  party  in 
Southampton.  N.Y.,  1955 


(which  see)  very  happy.  Also  Walt's 
widow  Lillian,  daughters  Sharon, 
Diane:  They  control  Disney  stock 
worth  $850  million. 


Donnelley 

Origin:  Chicago.  Scattered  heirs  of 
Richard  R.  Donnelley,  -Canadian 
saddlemaker's  apprentice  who  went 
to  Chicago,  built  small  print  shop 
1864;  ruined  in  Great  Chicago  Fire 
1871;  rebuilt  by  family  into  R.R. 
Donnelley  &  Sons.  Son  Reuben  H. 
Donnelley  established  publishing 
firm;  produced  Yellow  Pages,  sold  to 
Dun  &  Bradstreet  in  1961  for  $80 
million  in  stock.  Meanwhile,  family 
company  grew  into  nation's  largest 
commercial  printer  (1988  revenues, 
$2.9  billion);  serves  Time  Inc.,  New 
Yorker,  Newsweek,  etc.,  etc.  Non- 
union but  pays  union-scale  wages; 
wins  contracts  because  free  of  threat 
of  strikes.  Expanded  into  mailing 
lists,  mail-order  catalogs,  books,  fi- 
nancial printing.  Grandson  Gaylord, 
79,  now  honorary  chairman,  owns 
largest  individual  stake  worth  $190 
million.  James  Donnelley  and  cous- 
in Charles  C.  Haffner  III  only  family 
on  board.  Seventy-five  descendants 
share  over  $1.1  billion. 


Duda 

Oviedo,  Fla.  Czech  immigrant  An- 
drew Duda  (d.  1958)  left  Cleveland, 
arrived  Fla.  1911  to  start  religious 
farming  community;  went  broke 
and  back  to  Cleveland  1916.  Re- 
turned 1926;  planted  10  muckland 
acres  of  celery,  plowed  profits  back 
into  company:  "It  was  a  good  invest- 
ment." Three  sons:  John  (d.  1988), 
Andrew  Jr.  (d.  1986),  Ferdinand,  79 
(none  went  past  9th  grade).  Brothers 
planned  retirement,  company 
passed  smoothly  to  third  generation 
1977.  A.  Duda  &.  Sons  today:  $192 
million  sales,  1 15,000  acres;  one  of 
nation's  largest  vegetable  growers. 
Also  real  estate  development.  At 
least  60  family  members  share  land, 
citrus,  vegetable  empire  worth  $350 
million.  Familyfriend:  "They're  just 
plain  people;  they  drive  Jeeps  like 
everyone  else." 

Heirs  of  Pierre  Samuel 
du  Pont  II 

Wilmington,  Del.  Descendants  of 
Pierre  Samuel  du  Pont  de  Nemours 
(1739-1817),      French      Physiocrat 
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who  fled  revolutionary  Terror  for 
America  1800.  Son  Eleuthere 
Irenee,  chemist's  apprentice, 
founded  gunpowder  factory  on 
Brandywine  Creek  1802.  Company 
and  family  prospered,  dominated 
Powder  Trust  of  late  1800s.  After 
family  schism  over  control,  Pierre 
S.  du  Pont  II  emerged  as  leading 
figure  1915.  Lucrative  World  War  I 
munitions  contracts  led  to  despised 
sobriquet  "Merchants  of  Death." 
Founded  Christiana  Securities  as 
family  holding  company  for  Du 
Pont  (merged  into  Du  Pont  1977). 
Rescued  nascent  General  Motors 
1920s,  about  one-third  interest. 
Also  Hercules  Powder  Co.,  U.S. 
Rubber  (later  Uniroyal),  etc.  Child- 
less, Pierre  divided  bulk  of  fortune 
among  siblings,  nephew  before 
death  1958.  His  family  branch  built 
up  Wilmington  Trust  Co.  Dissident 
branches  established  Delaware 
Trust  Co.  (see  William  du  Pont  fam- 
ily). Numerous  descendants  of 
Pierre  II  siblings  still  control  over 
15%  of  Du  Pont,  the  wealthiest  du 
Ponts  by  far.  This  branch  (including 
listed  individuals)  estimated  to  be 
worth  over  $8  billion. 

du  Pont  (William) 

Wilmington,  Del.;  Boston;  Florida; 
Wyoming.  Children  of  William  Jr. 
(d.  1965).  William  Sr.  (d.  1928)  os- 
tracized from  family  for  divorce 
early  1900s.  On  wrong  end  of  bat- 
tle for  Du  Pont  1915;  founded  Del- 
aware Trust  to  escape  Pierre's  Wil- 
mington Trust  (see  other  du  Pouts, 
family).  Retained  huge  holdings  Du 
Pont  stock,  now  held  by  grandchil- 
dren: Henry  Eleuthere  Irenee,  62, 
born  William  Henry,  changed 
name  1973.  Sued,  with  brother 
John,  to  block  bequest  of  aunt 
Marion  du  Pont  Scott  (d.  1983) 
leaving  Montpelier  (estate  of 
James  Madison)  to  national  histor- 
ic trust.  Henry  wanted  to  live 
there;  lost.  His  adopted  children 
sued  to  inherit  despite  will  leaving 
everything  to  lineal  descendants  of 
grandfather;  they  lost.  Impenetra- 
ble trusts  safeguarded  Henry's  in- 
heritance from  business  losses. 
Jean  Ellen  (Mrs.  William  Mason 
Sheehan)  and  John  sold  their  25% 
controlling  interest  in  Delaware 
Trust  1981.  Henry,  Jean  Ellen, 
Evelyn,  John  et  al.  share  fortune 
estimated  at  least  $830  million. 

Ford 

Grosse  Pointe,  Mich.;  nyc  et  al. 
Descendants  of  Henry  Ford,  devel- 
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■A  REMARKABLE  OFFER  FROM  MOTOROLA- 


For  Just  $695, 

Breakdowns  In 

Communication  Can 

Become  AThing 

Of  The  Past. 


Motorola's  Express  850 
Cellular  Portable  Phone 

Most  people  who  can't  afford  to  be  out  of  touch 
when  they're  out  of  the  office  have  reached  the 
same  conclusion:  They  need  a  portable  cellular 
telephone. 

But  not  all  portable  phones  have  the 
same  level  of  reliability.  Not  all  portables  are 
built  to  withstand  the  knocks,  bumps,  bangs 
and  drops  that  come  with  being  portable. 
The  Motorola  Express  850,~  on  the  other 
hand,  like  every  Motorola 
cellular  telephone  design, 
must  pass  the  exclusive 
6-point  test  in  the  lab  before 
it's  allowed  into  the  field. 
Another  nice  touch: 
The  Express  850  is  as 
functional  as  it  is  portable. 
And  boasts  a  host  of 
Motorola's  cellular  innova- 
tions. Everything  from 
memory  dialing,  user  selec- 
table system  registration  and 
two  number  capability,  to 
call  timers,  calling  restrictions 
and  auto-redial. 
What's  more,  the  850  comes  complete 
with  a  carrying  case  and  charging  accessories.  It 
even  comes  pre-programmed  and  ready  to  use 
with  your  own  Motorola  Cellular  Service,  Inc 
telephone  number.  In  fact,  as  soon  as  you  receive 
it  you  an  start  making  and  taking  calls. 

With  Motorola's  Express  850  portable, 
you  can  replace  breakdowns  in  communication 
with  communication  breakthroughs. 


i 


Before  any 

cellular  phone  design 

is  produced,  it  must 

pass  a  Mum-Cycle 

Drop  onto  a 
concrete  floor. 


*<# 


When  you  compare, 
there's  no  comparison. 


The  Express 
850  by 
Motorola 

The  Other  $695 

Competitor* 

Maxwell 

Designed  for 

Ruggedness 
and  Quality 

Passes 
Motorola's 
6-Poirrt  Test 

Does  Not  Pass 
Motorola's 
6-Point  Test 

Continuous 
Talk  Time 

lHourlSMins. 

1  hour 

Standby  Power 

18  Hours 

8  Hours 

Memories 

17 

12 

Super  Speed 

Dialing 
from  Memory 

Yes 

No 

Call-in-Absence 

Indicator 

Yes 

No 

Warranty 

2Years" 

lYear 

'Based  on  published  information  available  February  1989. 
"Second  year  protection  plan  based  on  continued  use  of 
Motorola  Cellular  Service.  Inc  (MCSI)  A  free  copy  of  our 
warranty  is  available  by  calling  1-800-678-7373. 

Upon  activation  of  your  new  telephone,  you  will 
receive  service  and  monthly  telephone  bills  from 
Motorola  Cellular  Service.  Inc.  (MCSI).  You  are 
responsible  for  any  calls  made  and  any  application 
charges  during  15  day  money  back  guarantee  period 
available  to  you  at  the  time  of  purchase.  Prices  are 
based  on  cellular  service  from  MCSI  to  qualified 
customers.  This  offer  is  not  available  in  all  areas. 
Offer  limited  to  end-user  subscribers.  Specifications 
subject  to  change  without  notice.  VISA  and  Master- 
Card accepted.  Shipping,  handling  and  sales  taxes 
are  extra. 

VISA  and  MasterCard  are  trademarks  of  VISA  and 
MasterCard  Companies,  respectively.  Motorola. 
Express  850  and  MCSI  are  trademarks  of  Motorola.  Inc 


TO  ORDER  YOUR  EXPRESS  850,  CALL  1-800-678-7373  EXT.  930 
M)   MOTOROLA 
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oper  of  mass-produced  automobile; 
founder  Ford  Motor  Co.  Built  to 
preeminence,  lost  lead  to  General 
Motors  when  sales  tactics  became 
bigger  edge  in  marketplace  than 
production.  Only  son  Edsel  died 
1943.  Grandchildren:  Josephine, 
William  (see  both),  Henry  II,  Ben- 
son. Henry  II  called  back  from 
Navy  in  WWII  to  replace  his  father 
at  moribund  Ford;  backed  by  moth- 
er and  grandmother,  pressured 
grandfather  to  pass  control  1945; 
turned  $8  million  loss  to  $260  mil- 
lion profit  1950:  "I  never  had  any 
doubts  that  it  could  be  done."  Ran 
firm  autocratically  until  1980  amid 
rocky  personal  life,  progressive  so- 
cial work.  Fed  up  with  Ford  Foun- 
dation's anticapitalist  bias,  quit 
1977  (d.  1987).  On  handling  adverse 
publicity:  "Never  complain,  never 
explain."  Left  widow,  2  daughters, 
son  Edsel  II.  Edsel,  40,  Ford  direc- 
tor, sales  manager  for  Lincoln-Mer- 
cury. Widow  Kathleen  awarded 
$10.5  million  a  year  from  Henry's 
estate.  Benson  (d.  1978)  left  2  chil- 
dren. Rebellious  Benson  Jr.  sued  for 
control  father's  estate,  board  seat. 
Now  reconciled,  working  at  Ford. 
Family,  including  William  Sr.,  Jose- 
phine (both  of  which  see),  control  35 
million  shares;  40%  voting  stock; 
total  visible  family  holdings  worth 
$2  billion. 

Gore  * 

Gore-Tex.  Newark,  Del.  Patriarch 
Wilbert  L.  Gore,  Du  Pont  employee 
working  on  Teflon  in  1957,  saw 
major  possible  applications;  word 
down  from  top  management:  Du 
Pont  sells  Teflon,  not  final  prod- 
ucts. With  company  blessing, 
formed  own  company  with  wife, 
Vieve,  on  Jan.  1,  1958  (their  23rd 
wedding  anniversary)  to  explore 
market  opportunities  for  Teflon. 
First  commercial  Gore-Tex  prod- 
uct, joint  sealant.  Then  vascular 
grafts.  Then  waterproof  fabric.  As- 
tronauts on  moon  wore  Gore-Tex 
space  suits.  Son  Bob,  Ph.D.  chemi- 
cal engineering,  joined  W.L.  Gore  & 
Assoc.  1963,  took  over  1975;  father 
died  1986.  Applications  proliferate: 
supercomputers,  filtration  devices, 
insulation,  arteries,  chemical  war- 
fare, etc.  Vieve  still  comes  in  to 
work;  Bob's  wife  pumps  her  own 
gas.  All  like  Du  Pont.  Family's  in- 
terest worth  over  $500  million. 


Gund 


Cleveland  origin.  Harvard  Business 
School  grad  George  Gund  Jr.  (d. 
1966)  created  fortune  for  his  6  chil- 
dren. Shrewd  business  mind; 
bought  decaffeinated  coffee  firm 
1919;  sold  to  Kellogg  1927— now 
Sanka  at  General  Foods.  Liquidated 
family  brewing  company  during 
Prohibition;  expanded  real  estate 
holdings;  bought  bargain-rate 
Cleveland  Trust  stock,  became 
president  1941.  Sons  George  III, 
Gordon  own  nba  Cleveland  Cava- 
liers, nhl  Minnesota  North  Stars, 
stadiums.  George  owns  ranchland 
in  Nevada,  Gund  Plaza  in  Port  An- 
geles, Wash,  and  Nationwide  Ad- 
vertising Service  Inc.  Gordon,  blind 
from  retinitis  pigmentosa — Na- 
tional Chairman,  R.P.  Foundation 
Fighting  Blindness — venture  capi- 
talist, Princeton,  N.J.  Agnes  Saali- 
field,  nyc,  modern  art  collector. 
Brother  Graham,  famous  Boston  ar- 
chitect, serious  art  collector.  To- 
gether, 6  worth  over  $1.1  billion. 


Haas 


sf.  Walter  Haas  Sr.  (d.  1979)  married 
Strauss  grandniece,  ran  Levi 
Strauss  &  Co.  1928-55.  His  wife's 
great-uncle,  Levi  Strauss,  Bavarian 
bachelor,  immigrated  to  U.S.  1853; 
sold  jeans  cut  from  canvas  to  Cali- 
fornia Gold  Rush  miners.  Walter  Jr. 
(now  73)  took  company  public 
1971.  U.  of  California  1937,  Har- 
vard M.B.A.  1939.  Major  Quarter- 
master Corps  WWII.  Owner,  Oak- 
land A's.  Married,  3  children,  6 
grandchildren.  Son  Robert,  47,  Levi 
Strauss  Chairman  and  ceo,  took  co. 
private  1985  in  billion-dollar  lever- 
aged buyout.  Reduced  debt  by  58% 
while  driving  sales  to  $3.12  billion. 
With  Levi  Strauss  and  Oakland  A's, 
extended  family's  holdings  worth 
$700  million. 


Haft 


Washington,  D.C.  Father  Herbert, 
69,  began  with  drugstore  purchase 
1954.  First  to  discount  prices;  angry 
competitors  sued  but  lost  in  Su- 
preme Court.  "He  paved  the  way 
for  discount  merchandising  in  the 
U.S."  Family-owned  Combined 
Properties  developed  shopping  cen- 
ters when  prohibited  from  leasing 
space  in  existing  malls.  Took  pub- 
lic 1960,  sold  77-store  chain  to  Dart 


Drugstore  managers  for  $160  mil- 
lion 1984.  "We  felt  the  industry 
was  changing,  and  we  were  right." 
(Chain  into  Chapter  11  in  1989.) 
Hafts'  Dart  Group  owns  53% 
Crown  Books,  68%  Trak  Auto; 
serves  as  vehicle  for  takeover  at- 
tempts (Federated,  May  Dept. 
Stores,  Jack  Eckerd  Corp.,  Safeway 
Stores  Inc.,  Supermarkets  General 
Corp.,  Stop  &  Shop  Co.).  Bought 
50%  regional  supermarket  chain, 
Jumbo  Food  Stores  Inc.,  1988;  pour- 
ing money  into  existing  interests: 
"Takeovers  are  old  stories."  Son 
Robert,  36,  president  Dart,  ceo 
Crown  Books.  Harvard  M.B.A.  grad, 
at  24  launched  Crown  Books  (now 
over  200  stores).  Daughter  Linda, 
38,  exec,  vp  Dart's  financial  arm. 
Son  Ronald,  30,  runs  Combined 
Properties.  Family  fortune  estimat- 
ed over  $400  million. 

Haseotes  * 

Cumberland  Farms  convenience 
stores.  Massachusetts.  Greek  im- 
migrants Vasilios  and  Aphrodite  ar- 
rived U.S.  at  turn  of  century.  In 
1939  bought  small  farm  in  Cum- 
berland, R.I.,  sold  milk  door-to- 
door.  With  8  children  and  new  mer- 
chandising concept,  opened  "jug 
milk"  store  in  Bellingham,  Mass. 
1956,  selling  directly  to  public. 
Proved  successful;  other  products 
added;  also  processing,  manufactur- 
ing, distribution.  Added  gasoline 
pumps  1971;  bought  Gulf's  North- 
east stations  1986.  Company  now 
largest  privately  held  convenience 
store  chain  in  U.S.:  1,100  conve- 
nience stores,  3,900  gas  stations 
serviced.  Eldest  son,  Demetrious, 
director;  Lilly  Haseotes  Bentas, 
president  and  chairman.  With  real 
estate,  family's  worth  estimated 
over  $600  million. 

Hillenbrand 

Batesville,  Ind.  et  al.  Descendants 
of  John  A.  Hillenbrand,  son  of  Ger- 
man immigrant  who  founded  lum- 
ber co.  1884;  expanded  into  hard- 
wood funeral  caskets.  Developed, 
marketed  first  airtight,  waterproof 
casket.  Also  produced  first  special 
electronic  hospital  beds  under  Hill- 
Rom  Co.  name.  Died  1958.  Lately 
growth  through  acquisition:  Amer- 
ican Tourister  luggage  1958;  Me- 
deco  Security  Locks  1984,  ssi  Medi- 
cal Services   1985.  Co.  uses  only 
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moer  copiers  are  maaejor  me  office,  uurs  are  made  for  people. 


HEUGEPETH.  PERRONE  &  PARTSEKi.  INC 


KEDGEPETR  PERRON!  &  PARTNERS,  INC. 
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Take  any  presentation     Change  the  color, 
graphic. 


Highlight  important 
captions. 


Reduce  it  33% .  Re-proportion  it. 


Convert  it  to 
an  overhead. 


■MirimWitlTOlt-n 


And  knock  out 
B&W'sat30cpm. 


Great  color 
on  plain  paper 
at  an  affordable         N 
price. 


You've  just  previewed  the 
Panasonic®  digital  color  copier. 

Presenting  the  FP-Cl,  from  Panasonic. 
Because  it's  digital,  you'll  be  able  to  custom  tailor  graphics  for  every 
presentation.  Because  it  does  black-&-whites  at  30  copies  per  minute,  vou'll 
save  the  cost  of  a  second  copier.  Because  it's  so  easy  to  use,  you'll  be  able  to 
put  it  wherever  copies  are  needed.  Because  it  has  a  straight  paper  path  and 
^^^    proprietary  color  transcription  technology,  you'll  have  few  paper 
jams  and  oft- register  copies. 
Finally,  because  it's  so  affordable,  you'll  justify  the  purchase  a  lot  easier 
than  you  would  digital  color  copiers  costing  around  $40,000. 

The  FP-Cl.  It  brings  a  touch  more  creativity  to  any  office. 
For  the  name  of  vour  nearest  Panasonic  authorized  dealer,  call 
toll-free  1-800-447-4700. 

Copiers,  Computers,  Printers,  Peripherals, 
typeuriters  and  Facsimiles. 


FP-Cl  is  shown  accessorized 


Panasonic  Office  Automation 


Panasonic, 

o4 


Office  Automation 
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Underlying  Strength. 


Amidst  the  shifting  currents  of  todays  finanl 
markets,  Bank  of  America  stands  on  a  solid  j 


The  Golden  Gate  Bridge, 

photographed  hv  Alan  Ross 

idation  of  experience.  It  enables  us  to  look  at 
r  goals  with  a  long-range  perspective.  To  see 


opportunities  that  may  not  be  clear  to  others.  And 
to  deliver  the  support  you  need  to  seize  them. 


ra 

Bank  of  America 


Family  Fortunes 


L'PI/Benmann 


WkJfrs.  George  Gould  dressed  in  the  height  of  fashion,  circa  1905.  including  a  half- 
MWM  million-dollar  pearl  necklace,  and  her  daughter-in-law.  Mrs.  George  J.  Gould  Jr., 
about  twenty  years  later,  when  pearls  were  going  out  of  fashion. 


internal  funds  to  finance  new  busi- 
ness ventures.  Launched  insurance 
division  (the  Forethought  Group) 
1986,  today  12%  of  revenues.  Dan- 
iel, 66,  stepped  down  as  ceo  1989, 
replaced  by  nephew  W.  August,  49, 
president.  Family's  63%  worth 
$895  million. 

Hixon 

Pasadena.  Joseph  Hixon  secured 
family  fortune  with  major  invest- 
ment in  amp  stock;  increased  hold- 
ings to  45%  by  1959;  company  now 
leads  world  in  manufacture  of  elec- 
trical connectors  vital  for  comput- 
ers, appliances;  proving  American 
firm  can  compete  globally  in  com- 
modity-product components.  Cur- 
rent generation  merged  family 
holding  company  Midland  Invest- 
ment into  amp  1981.  Joseph's  son 
Frederick  (d.  1978)  moved  to  San 
Antonio,  invested  in  ranches,  oil; 
provider  of  venture  capital.  Anoth- 
er son,  Alexander  (amp  director  un- 
til 1987),  lives  Pasadena,  travels, 
golfs;  wife  Adelaide  volunteers: 
United  Way,  Planned  Parenthood, 
sponsors  golf  tournaments.  Family 
shuns  press;  original  amp  holdings, 
if  still  fully  retained,  worth  over 
$670  million. 

Horvitz 

Cleveland;  Hollywood,  Fla.  Sons  of 
self-made  media,  real  estate  mogul 
Samuel  A.  Horvitz  (never  went  past 


eighth  grade).  Sam  founded  road 
construction  company  1916;  also 
built  small  Ohio-based  newspaper 
chain;  left  Ohio  for  Florida  1920s; 
bought  bankrupt  Hollywood,  Inc. 
for  $2  million,  much  land  at  $2 
per  acre  and  later  2  Ohio  newspa- 
pers. Died  1956.  Left  fortune  in 
trust,  later  divided  among  adver- 
sarial sons.  Harry  ran  newspapers. 
Leonard  ran  road  construction 
company.  William  ran  real  estate. 
At  mother's  death  1977,  Harry 
learned  of  brothers'  plan  to  chan- 
nel newspaper  profits  to  their 
businesses;  resulting  feud  erupted 
into  fistfights,  lawsuits.  Exasperat- 
ed probate  judge  ordered  trust  liq- 
uidated in  1986.  Everything  now 
sold.  Brothers  are  not  communi- 
cating, but  each  now  worth  esti- 
mated $230  million. 

Houghton 

Corning,  N.Y.  Descendants  of 
Amory  Houghton,  founded  Cor- 
ning Glass  Works  1851.  Created 
glass  envelope  for  electric  light 
bulb  1879;  failed  to  cash  in  on  con- 
sumer marketing  profits.  Then 
20th-century  series  revolutionary 
developments  creating  new  busi- 
nesses: fiberglass,  silicone,  Pyrex, 
tv  picture  tube,  optical  fibers.  But 
failed  to  integrate  forward  to  gain 
high  margins;  degenerated  into 
commodity  businesses.  Well 
known  for  use  of  joint  ventures  to 
develop  technology.  Long  consid- 


ered genteel,  sedentary  firm;  fifth- 
generation  Jamie  chairman  1983  af- 
ter brother  Amo.  Now  emphasizing 
quality,  reorganizing:  "We're  no 
longer  a  simple  little  glass  and 
chemical  company."  Amo,  63,  re- 
tired to  U.S.  House  1986:  "What  we 
need  [in  politics)  are  businessmen." 
Visible  wealth  over  $500  million. 


m    Hughes  (Howard)  • 


Inheritance.  Fortune  built  by  leg- 
endary, eccentric  recluse  Howard 
Hughes  Jr.  originated  with  oil  well 
drill  bit  patented  by  Howard  Sr. 
1909.  Howard  Jr.  inherited  age  18, 
made  movies,  set  flying  records, 
created  Hughes  Aircraft,  owned 
twa.  Died  1976.  No  will.  Bulk  of 
fortune  in  Howard  Hughes  Medical 
Institute.  Look-alike  cousin  Wil- 
liam Lummis  took  over  Summa 
Corp.,  holding  company  created 
1972  for  Hughes  assets  and  estate 
estimated  at  $168  million.  Brought 
in  his  former  Houston  law  firm, 
Andrews,  Kurth,  Campbell  & 
Jones,  sought  heirs  5  years,  fought 
off  3  dozen  claims.  Revamped,  sold 
assets,  built  up  real  estate  holdings. 
Today's  Summa  real  estate  firm  has 
900  acres  Los  Angeles,  25,000  acres 
near  Las  Vegas.  Seventeen  maternal 
heirs,  5  paternal  heirs.  James  Phe- 
lan,  acknowledged  Hughes  expert, 
figures  law  firm  biggest  heir — 25% 
to  30% .  Lummis  next  at  about  9% . 
Some  deaths  among  initial  heirs; 
about  80  people  now  share  estate 
worth  estimated  $1.8  billion,  of 
which  $400  million  has  been  dis- 
bursed so  far. 


Id  emu 

Wege 

Hunting 


Office  furnishings.  Grand  Rapids, 
Mich.  Peter  Wege  (d.  1947),  sheet- 
metal  craftsman  and  holder  of  six 
patents,  had  idea  for  fireproof  metal 
office  funiture;  launched  own  firm 
1912.  Instant  success  with  first 
metal  wastebasket.  Prospered  in 
1920s,  survived  Depression 
(worked  longtime  employees  part 
time  to  keep  them).  In  1934  co. 
patented  modern-day  suspension 
file  cabinet.  Changed  name  to 
Steelcase  1954.  Henry  Idema  (d. 
1951)  one  of  original  investors;  Da- 
vid Hunting  (now  97)  joined  later, 
bought  other  investors'  interests. 
Henry's  son  Walter  set  up  tight  fi- 
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nancial  control;  daughter  Mary 
married  current  chairman  Robert 
Pew,  66  (of  Pew  family,  which  see). 
Hunting  became  sales  chief.  Poli- 
cies— tight  controls,  quality  design, 
aggressive  marketing,  exclusive 
dealerships  (over  500  today),  good 
pay  and  benefits  in  nonunion 
shop — made  Steelcase  biggest 
name  in  office  furniture  (fiscal  1989 
sales  $1.8  billion,  about  23%  of 
market).  Management  now  empha- 
sizing design  creativity.  Almost  all 
Steelcase  stock  held  by  descen- 
dants of  these  three  men.  Shared 
fortune  from  Steelcase  far  exceeds 
$1.3  billion. 

Johnson 

Inheritance.  Six  children  of  John 
Seward  Johnson  (d.  1983),  heir  to 
Johnson  &  Johnson  fortune.  Court 
battle  with  Johnson's  third  wife 
Barbara  Piasecka  Johnson  (which 
see)  settled  out  of  court  1986.  J. 
Seward  Jr.  received  $12  million 
from  estate,  others  $5.9  million,  in 
addition  to  trusts  each  child  got 
1944.  Today,  if  intact,  each  would 
be  worth  $151  million.  Not  all  in- 


tact. Mary  Lea  Johnson  Richards: 
nyc.  63.  Coproducer  with  husband 
Martin  of  Broadway  hits  (22  Tonys 
so  far — musical  Grand  Hotel  in  the 
works)  and  movies  [Fort  Apache,  the 
Bronx;  The  Shining  et  al.).  Her  chil- 
dren making  third  court  appeal 
(lost  first  two),  claim  she  invaded 
trust  for  $3  million  a  year  over  last 
several  years.  Settlement  plus  re- 
maining trust  assets  worth  $98  mil- 
lion. Elaine  Johnson  Wold:  Boca  Ra- 
ton, Fla.  62.  Husband,  nonpractic- 
ing  ophthalmologist,  handles 
investments.  Worth  $125  million. 
J.  Seward  Johnson  Jr.:  Princeton, 
N.J.  59.  Sculptor  (specializes  in  life- 
size  groups — gets  up  to  $150,000 
for  one  of  his  works).  Received  larg- 
est settlement,  including  Cape  Cod 
house,  but  invaded  trust:  worth  $57 
million.  Diana  Firestone:  Water- 
ford,  Va.  57.  With  husband  raises 
Thoroughbreds;  1980  Kentucky 
Derby  winner  with  Genuine  Risk. 
Bought  Calder,  Gulfstream  race- 
tracks for  reported  $60  million, 
$100  million  respectively.  Worth 
$94  million,  net.  Jennifer  Johnson 
Duke:  Jacksonville,  Fla.,  nyc.  48. 
Photographer  and  nyc  gallery  own- 


er with  brother  James;  with  hus- 
band, Joseph,  manufacturing  his 
furniture  designs  for  Florida  gal- 
lery. Her  trust  virtually  intact, 
worth  over  $156  million.  James 
Johnson:  Oldwick,  N.J.,  East 
Hampton,  N.Y.  44.  Operates  New 
Jersey  farm;  also  an  accomplished 
representational  painter.  His  trust, 
virtually  intact,  worth  over  $156 
million.  Visible  total  over  $670 
million. 


Jordan 

Retailing,  publishing.  Origin:  Bos- 
ton. With  $1  capital,  14-year-old 
Eben  Jordan  left  Danville,  Me.  1836 
for  Boston.  Worked  as  farmhand, 
errand  boy.  At  29  (with  partner  Ben 
Marsh)  founded  Jordan  Marsh  1851 
(later  sold  to  Allied  Stores).  Also 
heavily  invested  Boston  Globe. 
Globe's  parent,  Affiliated  Publica- 
tions, invested  $82  million  in 
McCaw  Cellular;  spun  off  its  58 
million  shares  to  Affiliated  stock- 
holders. The  Jordans'  McCaw 
shares  (in  trust)  now  worth  more 
than  twice  their  Affiliated  stock. 
Prominent  Jordan:  Dorothy  (Mrs. 


The  Money  Makers: 


The  Economics 
of  Class  Trucks 


...and  Class  Drivers. 

No  truck  attracts  and 
retains  quality  drivers  to  a 
fleet  like  Peterbilt.  The 
economics  of  such  a  relation- 
ship are  clear.  And  shows 
up  where  it  counts  -  on  your 
bottom  line.  Less  down  time 
and  greater  fuel  economy 
can  be  earned  by  intelligent 
driving. 

For  the  name  of  your 
nearest  Peterbilt  dealer,  call 
1-800-447-4700.  And  for 
financing  see  your  PACCAR 
Financial  Representative. 

Class  Attracts  Class 


ftfaMr 


A  DIVISION  OF 
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Randolph  A.  Kidder),  her  2  chil- 
dren. Husband  ambassador,  briefly, 
to  Cambodia  1964.  She  is  beneficia- 
ry of  about  one-third  of  Jordan 
trusts,-  end  1996.  New  Affiliated 
Class  B  voting  shares  should  keep 
control  in  Taylor  family  (which  see) 
if  Jordans  sell  out.  Fortune  exceeds 
$865  million. 

Kelley 

Hotels.  Honolulu.  Roy  Cecil  Kelley 
arrived  in  Hawaii  1929  after  use 
architecture.  Designed  landmarks, 
homes.  "Wizard  of  Waikiki"  fore- 
saw opportunity:  make  island 
available  to  low-budget  traveler. 
Borrowed  $10,000  to  construct 
apts.  1933.  Witnessed  Pearl  Harbor 
attack  from  rooftop.  Built  first  ho- 
tel 1947,  high  occupancy,  low  rates: 
"Our  whole  attitude  is  utilitarian." 
Expanded  steadily  into  23-hotel, 
7,600-room  Outrigger  chain;  now 
largest  in  Hawaii.  Roy,  84,  retired; 
co.  headed  by  son  Richard,  a  Har- 
vard-trained pathologist;  third  gen- 
eration also  involved.  Added  two 
hotels  1986,  claims  much  debt;  also 
now  manages  other  hotels.  Family 
shares  fortune  estimated  at  least 
$580  million. 

Kennedy 

Boston  origin.  Joseph  Patrick  Ken- 
nedy (d.  1969)  rose  from  humble 
Irish  south  Boston  beginnings  to 
bank  president  at  25.  Wall  Street 
speculator  who  eventually  out- 
lawed own  methods  as  first  sec 
head;  later  ambassador  to  England. 
Married  Rose  Fitzgerald,  daughter 
of  Boston  Mayor  John  F.  (Honey 
Fitz)  Fitzgerald,  1914.  From  9  chil- 
dren emerged  political  dynasty  and 
tragic  drama.  Son  Joe  killed  WWII. 
Daughter  Rosemary  mentally  re- 
tarded; John  F.,  senator,  President; 
and  Robert  F.,  senator,  attorney 
general,  both  assassinated.  Edward 
M.,  senator,  had  presidential 
chances  destroyed  at  Chappaquid- 
dick.  Third  generation  not  stuft  ot 
Greek  tragedy:  some  drug  prob- 
lems, but  some  with  potential  Ken- 
nedy esque  charisma.  Joseph  Pat- 
rick II,  37,  Robert's  son,  holds  Tip 
O'Neill's  old  congressional  scat. 
Family  fortune  managed  from  Park 
ncy  Inc.  (nyi  |,  highly  secretive. 
Real  estate  (Chicago's  Merchandise 
Mart  and  Apparel  Center),  stock 
holdings,  oil  and  gas  interests.  Fam- 


ily (Rose,  surviving  children,  29 
grandchildren  plus  great-grandchil- 
dren) has  net  worth  believed  at 
least  $800  million. 


King 

Short  Hills,  N.J.,  nyc,  California, 
etc.  Charles  King  (d.  1972)  pioneer 
radio  syndicator  1930s;  hit  by  ad- 
vent of  television;  formed  tv  syndi- 
cator King  World  Productions  1964. 
Sons  Roger,  Michael  took  over,  hit 
jackpot  early  1980s  buying  syndica- 
tion rights  to  Wljeel  of  Fortune,  Jeop- 
ardy'—total  1988  revenues:  $280 
million,  net  profit  margin  22%. 
Also  Oprab  Witifrey  Show.  Michael: 
"I'd  rather  be  lucky  than  smart;  get 
them  both  and  it's  outrageous." 
Four  siblings  hold  nearly  10%  King 
World  stock  apiece:  Roger,  45, 
chairman;  Michael,  41,  ceo;  Diana, 
40,  cfO;  Richard,  48,  director.  Sister 
Karen  quit  1986;  eldest  brother 
Robert  sold  out  for  $1.7  million  be- 
fore company  went  public  1984. 
Roger  sentenced  1987  to  2  years' 
probation  on  auto  theft,  cocaine 
charges;  entered  alcohol  treatment 
center.  King  World  bought  Buffalo 
tv  station  1988  for  $100  million. 
Familv  worth  over  $385  million. 


Kleberg 


King  Ranch,  Tex.  Richard  King,  Rio 
Grande  steamboat  captain,  bought 
Spanish  land  grants  south  Texas 
1850s.  Robert  Kleberg  beat  him  in 
lawsuit,  then  married  his  daughter. 
Bob  Jr.  sold  drilling  rights  to  Hum- 
ble Oil  (now  Exxon)  1933;  first 
strike  1945.  Annual  royalties  once 
estimated  up  to  $100  million;  now 
one-third  that.  Monies  plowed  back 
into  ranch.  Developed  special  breed 
of  cattle,  Santa  Gertrudis,  now 
40,000  head,  on  825,000  acres  (big- 
ger than  Rhode  Island).  Foreign 
ranches  in  Argentina,  Venezuela, 
Spain  and  Morocco  sold — Brazil, 
Australia  operations  available.  His- 
torically paternalistic  family  now 
employs  second  nonfamily  chair- 
man of  board  in  as  many  years, 
longtime  Kleberg  attorney  Leroy 
Penman.  Despite  drought,  oil 
crunch,  some  70  heirs  share  empire 
worth  at  least  $950  million. 


Kohler 


Kohler,  Wis.  origin.  John  M.  Kohler 
bought  iron  foundry  1873;  enam- 


eled hog  scalder,  sold  as  inexpen- 
sive bathtub  to  swelling  immigrant 
market;  expanded  to  other  bath- 
room fixtures.  Son  Walter  pio- 
neered color-coordinated  fixtures 
1920s;  Wisconsin  governor  1929- 
31.  Grandson  Walter  Jr.,  also  gover- 
nor (1951-57),  split  from  brother 
Herb  Sr.  1940s.  United  Auto  Work- 
ers struck  Kohler  1954-62.  Current 
family  leader  Herb  Jr.,  50  (Yale 
1965),  was  thrust  into  leadership  to 
keep  firm  in  family  upon  father's 
death  1968;  chairman  1972.  Com- 
pany has  some  outside  sharehold- 
ers. Acquisitions  made  to  pass  $1 
billion  in  sales  1988,  but  firm  still 
carries  much  debt.  Family  worth 
over  $490  million. 

Krehbiel 

Molex,  Inc.  Downers  Grove,  111. 
With  father  and  brother,  John  Sr. 
invented  inexpensive  plastic  pro- 
duced from  industrial  waste;  began 
small  manufacturing  co.  1938. 
Made  consumer  items  (toy  guns, 
flowerpots,  clock  cases);  then 
switched  to  electrical  components. 
Now  buys  plastic  from  outside  sup- 
pliers. Went  public  1972.  Now  rev- 
enues over  $500  million,  70%  of 
business  overseas.  John  Sr.,  presi- 
dent in  1957,  still  chairman;  son 
John  Jr.  currently  president,  brother 
Fred  vice  chairman  international 
business.  Firm  strives  to  maintain 
"family  feeling";  promotes  from 
within.  Family's  stock  in  company 
worth  over  $450  million. 

Lilly 

Indianapolis  et  al.  Descendants  of 
Civil  War  veteran,  Colonel  Eli  Lil- 
ly, who  opened  chemist's  shop  in 
native  Indianapolis.  Son  Josiah 
president  1901-32;  spearheaded 
growth  of  co.;  succeeded  by  two 
sons,  Eli,  Josiah  K.  Jr.  Medical  land- 
marks: first  commercial  insulin 
1923,  leader  in  barbiturates  1930s, 
antibiotics  1940s,  first  mass-pro- 
duced Salk  polio  vaccine  1950s. 
Marketed  first  drug  based  on  gene- 
splicing  technology  (Humulin) 
1982.  Also  medical  instruments, 
agricultural  and  animal  health 
products,  cosmetics.  1988  sales,  $4 
billion.  Legal  entanglements  1970s- 
80s:  Oraflex,  des,  Darvon.  No  long- 
er family-managed.  Established  Lil- 
ly Endowment  1937,  $2  billion 
charitable  trust  for  Indiana  educa- 
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A  $10,000  investment  in  High-Yield 
Municipals  on  3/5/84  would  be  worth 
$18,815  on  6/30/89,  an  average 
annual  total  return  of  12.58%. 
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A  $10,080  investment 
in  Special  Fund  on 
6/30/79  would  tie 
worth  $63,551 
on  6/30/89,  an 
average  annual 
total  return 
otWM%. 
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Get  to  know 
our  family  of  achievers. 


For  generations,  the  SteinRoe  Family 
of  Funds  has  pursued  outstanding 
performance  for  investors.  So  what- 
ever your  investment  objectives, 
one  of  these  achievers  can  help  you 
reach  your  goals. 

Special  Fund.  Ranked  in  the  Top  2%. 

Special  Fund  has  provided  out- 
standing long-term  performance  by 
investing  insecurities  believed  to 
be  undervalued  in  relation  to  their 
growth  potential.  Ranked  in  the 
top  2%  of  397  equity  funds,  for  the 
"bull  market"  period  of  6/30/82 
through  6/30/89.  Average  annual 
total  returns  for  the  periods  ended 
6/30/89: 1-year,  27.07%;  5-year,  20.52%; 
10-year,  20.31%. 

High-Yield  Municipals. 
Outstanding  performance,  tax-free. 

A  diversified  portfolio  of  long-term, 
medium  quality  municipal  securities 


that  offers  investors  noteworthy  tax- 
free  returns.  Average  annual  total 
returns  for  the  periods  ended  6/30/89: 
1-year,  13.78%;  5-year,  14.25%;  since 
the  Fund's  inception  on  3/5/84, 
12.58%. 

High-Yield  Bonds.  For  high  returns. 

This  fund  seeks  high  current  income 
by  investing  principally  in  medium 
quality  debt  securities.  Average 
annual  total  returns  for  the  periods 
ended  6/30/89: 1-year,  11.06%; 
since  the  Fund's  inception  on 
3/5/86,9.17%. 

Starting  is  easy. 

All  it  takes  is  $1,000.  There  are  no 
sales  commissions.  No  redemption 
fees.  And  you  can  switch  between  any 
of  our  funds  just  by  picking  up  the 
phone.  Invest  in  the  SteinRoe  Family 
of  Funds  and  get  to  know  a  family 
of  achievers. 


Call  24  Hours 

1-800-338-2550 

Please  send  me  a  prospectus  containing  more 
complete  information  on  the  fund(s)  checked 
below.  I  will  read  the  prospectus(es) 
carefully  before  I  invest. 

~  Special  Fund 

3  High-Yield  Municipals 

3  High-Yield  Bonds 

Name 


Address . 
City 


State  

Daytime 
Phone    L 


Zip. 


SteinRoe  Mutual  Funds 
P.O.  Box  U43  •  Chicago,  IL  60690 


0O7M02  id89257OO0080O 
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STEIN  ROE 

Mutual  Funds 


Special  Fund  ranked  by  Investment  Company  Data,  Inc.  Total  return  includes  changes  in  share  price  and  assumes  reinvestment  of  income  and  capital  gains 
distributions.  For  High-Yield  Municipals,  income  and  capital  gains  distributions  may  be  subject  to  state  and  local  taxes,  as  well  as  Federal  Alternative  Minimum 
Tax.  Actual  total  return,  price  or  yield  of  an  investment  will  fluctuate  so  that  an  investor's  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  cost. 
£  1989  Stein  Roe  &  Farnham  Incorporated        Liberty  Securities  Corporation,  Distributor 


Family  Fortunes 


i 


tional,  religious  development.  Two 
branches  Lilly  family  believed  to 
hold  over  10%  stock.  If  held,  worth 
over  $1.8  billion. 

Lykes 

Tampa,  Fla.,  New  Orleans  et  al. 
Descendants  of  Dr.  Howell  Tyson 
Lykes  (d.  1907).  Inheritance  of  500- 
acre  property  near  Brooksville  al- 
tered career  path;  gave  up  medicine 
to  become  Florida  rancher  1870s. 
With  7  sons,  amassed  fortune  rais- 
ing, shipping  cattle  to  Cuba.  Lykes 
Corp.  began  diversifying  1940s:  in- 
surance, real  estate,  steelmaking, 
natural  gas,  banking,  citrus. 
Merged  with  ltv  Corp.  1978;  took 
public,  sold  much  off  at  profit,  es- 
caped mostly  unscathed  from  fam- 
ous ltv  crash  1986.  Family  bought 
back  famed  steamship  line  from 
troubled  company  1983:  It  had  been 
"like  losing  a  member  of  the  fami- 
ly." Own  some  350,000  acres 
Glades  County,  Fla.;  large  Texas 
ranch.  Great-grandson  Thompson 
Lykes  Rankin,  49,  now  heads  em- 
pire. Some  200  family  members 
share  fortune  estimated  over  $800 
million. 

Mack 

nyc  and  Long  Island.  Heirs  of  Rus- 
sian immigrant  Philip  Mack,  who 
founded  tum-of-century  construc- 
tion/demolition co.;  son  H.  Bert 
and  H.  Bert's  sons  took  Mack  Co. 
into  New  Jersey  industrial  sites: 
Meadowlands  1960s,  office  parks 
1970s.  Now  over  11  million  sq.  ft. 
industrial  space,  5  million  sq.  ft. 
office.  Other  projects  Tampa,  Fla.; 
New  Jersey;  Arizona;  venture  capi- 
tal plays.  Moved  on  Wall  Street 
1980s:  backed  Paul  Bilzenan  in 
1986  Hammermill  Corp.  bid,  split 
$58  million  profit;  also  Arkansas 
Best  1988.  With  partner,  reportedly 
offered  $80  million  to  $85  million 
for  Eddie  Chiles'  Texas  (baseball) 
Rangers  1988.  Brothers  active  in 
business.  Mack  family  fortune 
worth  over  $500  million. 

McClatcby 

Sacramento,  Calif,  et  al.  Descen- 
dants of  James  McClatchy,  Irish 
immigrant  reporter  for  Horace 
Greeley's  New  York  Tribune  Went 
west  to  California  gold  mines  1849; 
helped  found  Sacramento  Bee  1857, 


Alfred  Guy  line  Yanderbilt  and  his  second  uife.Jean  Murray  Vanderbilt,  at  the 
races  at  Saratoga  in  the  1940s.  Vanderbilt  bought  his  first  racehorse  at  19  He 
entered  eight  races  and  won  $725  that  year.  Three  years  later  his  horses  entered  569 
races  and  uvn  $303, 705.  He  had  a  genius  for  naming  horses,  and  his  masterpiece  was  a 
foal  by  Questionnaire  out  of  Pansy.  He  named  it  Query. 


editor  same  year.  Supported  Union 
in  Civil  War.  Opposed  hydraulic 
mining.  Progressive  Bee  advocated 
direct  presidential  elections  under 
son  C.K.  |d.  1936).  His  son  Carlos 
added  Fresno  and  Modesto  Bees, 
died  young.  Sister  Eleanor  ran  pa- 
pers for  44  years  until  death  1980; 
strong  proponent  of  liberal  causes, 
guarded  privacy  with  wall  sur- 
rounding downtown  house.  Carlos' 
son  James  now  chairman  with  12 
newspapers.  Brother  C.K.  (d.  1989) 
took  public  1988;  under  a  dozen 
family  members  maintain  all  Class 
B  stock,  worth  $700  million,  so 
control  assured. 

McDonnell 

St.  Louis  family  of  James  S.  Mc- 
Donnell Jr.,  founder  McDonnell 
Aircraft    1939.    Business   took   off 


with  postwar  jet  plane  production. 
Developed  Phantom:  first  U.S.  jet 
to  operate  off  aircraft  carrier.  Com- 
pany designed,  built  Mercury  space 
capsule  used  for  John  Glenn's  Earth 
orbit.  Merged  with  Douglas  Air- 
craft 1967.  James  II  died  1980; 
nephew  Sanford  succeeded  as  chair- 
man. Retired  March  1988:  "In  the 
long  term,  the  only  way  to  succeed 
is  to  be  as  ethical  as  you  can  possi- 
bly be."  McDonnell  Douglas  now 
run  by  founder  James'  son  John  F., 
51.  James  III,  52,  vp.  Company  to- 
day leading  producer  U.S.  military, 
commercial  aircraft;  also  commer- 
cial jetliners,  missiles,  space  sys- 
tems; data  processing  services.  Pro- 
duction C-17  Air  Force  transport 
began  1988.  1988  revenues,  $15  bil- 
lion. Family  stock  worth  about 
$400  million. 
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McGraw 


nyc  et  al.  Upstate  N.Y.  school- 
teacher James  H.  McGraw  turned 
to  magazine  sales  to  supplement 
income;  bought  railway  trade  pub- 
lication from  his  firm  1888.  Bought 
other  railroad,  electricity  trade 
magazines;  eventually  supplied  in- 
formation to  vast  array  of  business- 
es through  publications,  hand- 
books. McGraw-Hill  now  interna- 
tional information  conglomerate, 
with  magazines,  4  tv  stations, 
Standard  &.  Poor's  investment 
guide,  Dodge  construction  industry 
news,  computer  information  ser- 
vices, book  publishing.  Grandson 
Harold  W.  Jr.,  71,  ceo  1975,  retired 
1988.  His  son  Harold,  head  of  finan- 
cial services  division,  prospective 
chairman;  company  now  run  by 
outsider.  Firm  still  rumored  take- 
over target,  though  American  Ex- 
press licking  its  wounds  since 
1979.  At  least  30  descendants  con- 
trol 20%  worth  over  $740  million. 


Mead 


Wisconsin  Rapids,  Wis.  George  W. 
Mead  (d.  1961),  Illinois  furniture 
salesman,  arrived  Grand  Rapids, 
Mich.  1902  to  settle  father-in-law's 
estate.  Intended  stay:  1  to  2  weeks; 
remained  59  years.  Took  over  con- 
struction of  dam  and  paper  mill; 
built  first  electrically  powered  pa- 
per machine.  Reinvested  profits  in 
company;  president  1916.  Consoli- 
dated Papers  expanded,  modernized 
under  son  Stanton  1950-66  (d. 
1988).  Grandson  George  II,  62,  in- 
dustry's youngest  president  at  39. 
"I  guess  I  was  groomed  from  the 
beginning  to  become  the  chief  ex- 
ecutive officer."  Consolidated  1988 
sales  $897  million;  leading  produc- 
er magazine  paper.  Still  have  first 
account,  also  Forbes.  Estimated  80 
family  members  share  39%  stock 
worth  over  $725  million. 


Meyer 


Retailing.  Grand  Rapids,  Mich. 
Hendrik  Meijer,  onetime  anarchist, 
left  Netherlands  1907  for  U.S. 
Opened  barbershop  1914.  Expanded 
space  to  double  storefront.  After 
frantic  Depression  search  for  ten- 
ant, opened  own  food  store  to  pay 
the  rent.  Food  business  expanded 
faster  than  hair  business.  First  hy- 
permart  1962,  launched  with  son 
Frederik;  father  died  1964.  Fred  ex- 
panded; now  48  stores,  most  part 
grocery,  part  discount  store.  Also 
gas  stations,  distribution  centers, 


offices.  Meijer  Inc.  over  $2  billion 
sales  1988.  Fred,  a  major  force: 
"Merchandising  genius  to  peers." 
Considered  shrewd  buyer,  shrewd 
marketer,  watcher  of  every  detail. 
Meijer's  has  inordinate  number  of 
checkout  counters:  "Shoppers 
don't  like  to  wait  in  line."  Gained 
respect  of  union:  "This  is  a  fair 
company."  Control  passed  on  to 
sons  Hank,  Douglas,  Mark  (presi- 
dent). Fred  Meijer,  70,  still  chair- 
man. Family,  with  trusts,  estimat- 
ed worth  well  over  $400  million. 

Mellon 

Inheritance.  Upperville,  Va.;  Pitts- 
burgh area  et  al.  Judge  Thomas  Mel- 
Ion's  father  successful  farmer,  but 
Thomas  (d.  1908)  dynastic  founder. 
Studied  law,  elected  judge;  made 
loans,  founded  private  banking  firm 
T.  Mellon  &  Sons.  Formidable  in- 
tellect; cultivated,  preached  and 
practiced  "industry  and  thrift." 
Youngest  sons  Andrew,  Richard  B. 
used  bank  to  create  vast  empire. 
Early  form  of  venture  capital  yield- 
ed enormous  returns  over  decades: 
Alcoa,  Gulf  Oil,  Koppers,  Mellon 
Bank,  etc.  Andrew  U.S.  Treasury 
Secretary  1921-32;  founded  Nation- 
al Gallery,  D.C.;  1933  income  tax 
return  showed  stock  valued  at  $205 
million.  Andrew's,  Richard  B.'s 
heirs  still  very  wealthy.  Poor  cous- 
ins (children  of  Andrew's  older 
brother  James  Ross  Mellon),  the 
William  Larimer  branch,  have  for- 
tune estimated  at  $250  million. 
William  L.,  while  not  a  founder, 
was  instrumental  in  the  develop- 
ment of  Gulf  Oil.  The  three  main 
branches  share  fortune  of  some 
$4.2  billion.  (See  individual  Mellons, 
Scaife.  May  ) 

Murphy 

Murphy  Oil  Corp.  El  Dorado,  Ark. 
Banker  Charlie  Sr.,  "Mr.  Charlie" 
(d.  1954),  built  100,000-acre  timber, 
farming  empire;  discovered  oil  Lou- 
isiana 1907.  Son  Charlie  Jr.  invest- 
ed $5,000  gift  from  grandfather  in 
own  oil-producing  co.  Took  over 
Murphy  Oil  at  21  after  father  suf- 
fered stroke;  had  to  forgo  college 
but  self-taught  classics,  foreign  lan- 
guages. Built  integrated  co.  with  in- 
ternational reserves  and  refineries 
through  mergers,  exploration,  rein- 
vestment. Now  68,  retired  as  ceo 
1984  but  still  chairman,  works  dai- 
ly; self-proclaimed  "old-fashioned" 
guy:  "When  the  last  trumpet  is 
sounded  on  the  fields  of  Armaged- 
don, we  will  be  one  of  the  tattered 


With  its  new  0.5mm 
pencil,  Cross  has 
advanced  the  art  of 
thin-lead  writing  to 
the  highest  level  of 
form,  function,  and  fin- 
ish. Experience  it 
today.  Because  there  is 
onlv  one  Cross. 


INTRODUCING 
FLAWLESS  0.5mm  WRITING. 
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Unquestioned  lifetime  mechanical  guarantee. 
Prices  from  $14  to  $500. 
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Family  Fortunes 


few  still  left."  Successor  will  be  "of 
the  blood";  3  sons  in  business:  Mi- 
chael, 41;  Charles  III,  36;  Madison, 
32.  Some  50  family  members  share 
35%  Murphy  stock,  timberland, 
other  interests  worth  $550  million. 

Nordstrom 

Seattle.  John  Nordstrom,  Swedish 
teenager,  immigrated  to  U.S.  with 
$5  in  1888.  Traveled  westward, 
learned  English  as  mine  worker, 
lumberjack;  settled  in  Seattle, 
opened  shoe  store  1901.  Died  1963. 
His  3  sons  built  largest  indepen- 
dent shoe  store  chain  (27  stores). 
Diversified  into  women's  fashion; 
added  mens  wear  1968.  Evolved 
into  Nordstrom  Inc.,  major  fashion 
retailer,  1988  sales  $1.9  billion. 
"When  the  customer  talks,  we 
jump."  Company  now  led  by  foun- 
der's grandsons,  James,  Bruce,  John. 
First  East  Coast  outlet  opened 
Washington,  D.C.,  another  planned 
for  New  Jersey.  Recently  sold  Seat- 
tle (football)  Seahawks  for  $99  mil- 
lion. Family's  39.8%  of  company 
stock,  football  team  proceeds 
worth  $1.4  billion. 

O'Connor 

Victoria,     Tex.     Descendants     of 
Thomas  O'Connor  (d.  1887),  Irish 
immigrant  as  teenager  early  1830s; 
fought  in  Texas  War  of  Indepen- 
dence    1836.     Built     500,000-acre 
ranching  empire  in  south  Texas; 
passed  on  to  2  sons  who  expanded, 
experimented  with  cross-breeding 
cattle:  developed  Bradford  variety 
more  adaptable  to  Gulf  Coast  cli- 
mate. Now  at  least  200,000  acres, 
more  out-of-state.  Vast  O'Connor 
field  discovered  on  their  land  1931 
Family  owns  39%  Victoria  Banc 
shares — a  place  to  keep  the  money 
Senior  family  members  Dennis,  82 
Tom,  73,  still  hold  directorships 
tight  rein  over  family  transactions 
Tradition,  ranching  family,  empha 
sis   on    preservation:    "We're    just 
caretakers  tor  the  next  generation.' 
Publicity-shy.    About    30    family 
members    share    fortune    believed 
over  $450  million. 

Pew 

I'hiladclphia  origin.  Descendants 
and  heirs  of  Joseph  Newton  Pew 
Sr.,  who  developed  method  to  cap- 
ture, pipe  and  transport  previously 


wasted  natural  gas.  Founded  Sun 
Oil  1886,  partner  in  massive  Texas 
oil  strike  1901;  died  at  desk  1912. 
Son  J.  Howard  (d.  1971)  at  company 
helm  to  1947,  returned  as  chairman 
1963-70.  Last  Pew  to  run  firm. 
Andy  Pew,  52,  great-grandson  of 
founder,  head  of  Sun  subsidiary, 
only  family  member  in  co.;  also  on 
board  of  family  charitable  trusts. 
Family  staunch  Republicans,  Pres- 
byterians, dispersed  nationwide. 
Pew  charitable  trusts  among  na- 
tion's largest  with  total  $2.9  billion 
in  assets,  support  education,  health 
services.  Family  estimated  to  share 
6%  Sun  Co.  stock  worth  over  $500 
million. 

Phipps __^_ 

Origin:  Pittsburgh.  Henry  Phipps, 
son  of  Philadelphia  cobbler,  teamed 
up  with  Andrew  Carnegie  and  pio- 
neered Bessemer  steelmaking  pro- 
cess. Sold  Carnegie  Steel  to  J. P. 
Morgan  1904  for  $50  million  in 
stock.  Created  Bessemer  Trust  for  5 
children  1907.  Bessemer  Group 
now  manages  over  $7  billion;  16% 
return  1988:  estimated  $1.9  billion 
belongs  to  Phipps  family;  rest  to 
additional  private  clients.  Over  100 
fifth-generation  family  members 
live  mostly  New  York  and  Florida. 
Much  discontent  over  trust  man- 
agement; litigation.  Grandchildren 
Howard  Jr.  and  Anne  Phipps  Sida- 
mon-Eristoff  share  estimated  $380 
million  portion  of  family  portfolio 
fixed-income  securities,  real  estate, 
shipping,  oil  and  gas  interests,  etc. 

Pigott 

Seattle.  Descendants  of  William  Pi- 
gott Sr.  Manufactured  railway  cars 
and  trailers  for  Northwest  logging 
industry.  Founded  Pacific  Car  & 
Foundry  1905. Expanded  into  heavy 
trucking  with  Kcnworth  Trucking 
Co.  purchase  1945.  Paccar  now  na- 
tion's second-largest  manufacturer 
(after  Navistar);  20%  U.S.  market; 
1988  revenues  $3.1  billion.  Ac- 
quired Grand  Auto  1988:  auto  parts 
distribution.  Closely  held  co.;  little 
debt;  Paccar  plans  to  repurchase  4 
million  shares:  possible  defense 
against  Harold  Simmons  (which 
see).  William's  grandchildren: 
Charles,  60,  Paccar  ceo  and  chair- 
man; James,  53,  still  on  board,  owns 
Marcoin  Business  Services.  Over  30 
family  members  believed  to  own 


40%  of  Paccar.  Stock,  other  assets 
estimated  to  be  worth  at  least  $800 
million. 

Pitcairn 

Bryn  Athyn,  Pa.  et  al.  Descendants 
of  Scottish-bom  religious  Pennsyl- 
vania Railroad  superintendent  John 
Pitcairn  (d.  1916),  who  launched 
glassmaking  plant  on  Allegheny 
River  1883.  Feud  between  partners 
created  competing  companies:  Pit- 
cairn's  ppg  Industries,  Libbey-Ow- 
ens-Ford.  ppg  diversified  into 
chemicals.  Last  Pitcairn  in  firm 
1935.  Family  also  followers  of  Swe- 
denborgian  church  in  hometown. 
Son  Raymond  fulfilled  father's 
dream,  designed  cathedral.  Pit- 
cairns'  14%  ppg  interest  liquidated 
1985,  assets  administered  by  Pit- 
cairn Financial  Management 
Group;  recently  opened  doors  to 
other  wealthy  families  after  66-year 
Pitcairn-only  policy.  Assert  $1.7 
billion  in  assets  including  church 
trusts.  Family's  stake  is  believed  to 
be  $725  million  or  more. 

Pulitzer 

St.  Louis  et  al.  Descendants  of  Jo- 
seph Pulitzer  (1847-1911),  penni- 
less Hungarian  immigrant  who  set- 
tled in  St.  Louis  after  Civil  War, 
paid  $2,500  for  bankrupt  Dispatch 
1878;  encouraged  muckraking,  yel- 
low journalism.  Later  merged  with 
Post,  bought  out  partner.  Purchased 
New  York  World  1883;  built  into 
dominant  U.S.  paper,  now  defunct. 
Founded  first  journalism  grad 
school,  Columbia  1903;  also  Pulit- 
zer Prizes.  Pulitzer  Publishing  now 
3  dailies,  over  90  weeklies,  7  tv,  2 
radio  stations.  Dissident  family 
members  bought  out  for  $187  mil- 
lion 1986;  result:  18%  public  offer- 
ing. Family  trust  controlled  by 
grandsons:  Joseph  Jr.,  76;  half  broth- 
er Michael,  59;  cousin  David 
Moore,  65,  retain  98%  voting  pow- 
er. Joseph  Jr:  "I  was  not  trained  by 
my  father  to  liquidate."  Fortune  ex- 
ceeds $550  million. 

Pulliam 

Indianapolis,  Ind.  et  al.  Eugene  C. 
Pulliam,  son  of  itinerant  minister 
(and  grandfather  of  Dan  Quayle), 
former  reporter,  started  buying  own 
newspapers  1912.  Founded  Central 
Newspapers,  Inc.  1934,  accumulat- 
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Isn't  it  wonderful 
natural  gas  is  invisible 

so  tne  rest  of 
nature  never  will  be? 


As  an  energy  source, 
natural  gas  certainly  lives  up  to  its  name. 

Of  all  the  fossil  fuels,  natural  gas  contributes  the  least 

to  such  environmental  problems  as  acid  rain  and 

the  global  warming  trend.  Clearly,  natural  gas 

should  be  the  fuel  of  the  1990s.  And  Enron  will 

be  there  to  provide  it. 

Backed  by  $8.6  billion  in  assets,  Enron  Corp.  operates 

the  nation's  largest  natural  gas  transmission  system 

and  markets  gas  and  liquid  fuels  nationally  and 

worldwide.  We  also  are  a  large  independent  producer 

of  natural  gas  and  are  active  in  cogeneration  and 

independent  power  production. 

Working  natural  wonders  in  the  energy  world. 


CORP 


Houston,  Texas 


YOU'RE  LOOKING  AT  500  POWERFUL  IMPRESSIONS.  It's  a  ream  of  paper  Even  ordinary  paper  is  pretty 
heady  stuff  in  our  book.  But  these  500  sheets  are  Hammermill'  paper  —  made  to  reproduce  extraordinarily 
crisply  in  today's  copying  machines.  Hammermill  practically  invented  copier  paper.  Hammermill  folks  began  to 
work  with  the  original  copier  pioneers  back  in  the  1950s.  Today  International  Paper  turns  out  one  out  of  every 
four  sheets  of  copier  paper.  Our  quality  Hammermill  paper  is  the  most-preferred  brand.  We're  working  to 
make  it  even  better.  For  we  want  to  be  sure  that  with  each  ream,  you'll  always  make  500  powerful  impressions. 


Family  Fortunes 


ed  Depression-hit  newspapers  8 
states.  Mission  in  life:  Espousing 
conservative  views;  helped  launch 
Barry  Goldwater.  Monopoly  news- 
papers Indianapolis  Star,  News.  Son- 
in-law  Jim  Quayle  bought  Hunting- 
don, Ind.  paper  from  him  1964: 
"Jim  wanted  to  be  his  own  publish- 
er." Gene's  influence  may  have 
helped  Dan  avoid  Vietnam.  Son 
Gene  S.  Pulliam  up  reporter  1935, 
radio  news  editor.  Joined  family  pa- 
pers after  Navy  WWII;  father  died 
1975.  Central  Newspapers  control 
in  trust  run  by  Eugene  C.'s  widow, 
son  Gene,  family  associate  William 
A.  Dyer  Jr.;  other  family  members 
hold  interests  outside  trust.  Re- 
cently announced  minority  stock 
offering;  some  family  members 
selling,  not  Dan.  Business  worth 
estimated  $600  million. 

Richardson 

Greensboro,  N.C.,  Connecticut  et 
al.  Teacher  turned  pharmacist 
Lunsford  Richardson  plowed 
$8,000  savings  into  N.C.  drugstore; 
sold  1907  to  fund  startup:  Vicks 
Vaporub,  one  of  23  Vicks  Family 
Home  Remedies  (named  after 
brother-in-law).  Post-WWI  flu  epi- 
demic quadrupled  sales.  Son  H. 
Smith  Sr.  (d.  1972)  built  Vicks 
Chemical,  name  changed  to  Rich- 
ardson-Merrill Inc.  (Cepacol,  Ben- 
dectin).  Sold  to  Dow  Chemical 
1981  for  $80  million  stock.  Created 
Richardson-Vicks  (Clearasil,  Ny- 
quil).  Merged  with  p&g  1985  for 
over  $400  million.  Invested  part  of 
sale  proceeds  in  lucrative  Vanguard 
Cellular  Systems.  Over  200  descen- 
dants form  close-knit  family;  quar- 
terly newsletter,  biennial  meetings. 
Stock,  real  estate  estimated  over  $1 
billion. 


Robins 

Richmond,  Va.  Albert  Hartley  Rob- 
ins founded  AH.  Robins  drug  firm 
1866.  E.  Claiborne,  grandson, 
joined  company  1933.  By  1948,  rev- 
enues went  from  $4,800  to  $1  mil- 
lion: Robitussin,  Chap  Stick,  Ser- 
geant's pet  products  built  reputa- 
tion. Dalkon  Shield,  birth  control 
device,  destroyed  it:  introduced 
1971,  4.3  million  sold  over  3  years, 
pulled  from  U.S.  market  1974 
(harmful  effects,  deaths).  Federal 
judge  refused  co.  request  to  consoli- 
date litigation  1984.  Company  filed 


for  bankruptcy  1985  after  330,000- 
plus  claims  filed,  over  $500  million 
paid.  Accepted  $3-billion-plus 
buyout  by  American  Home  Prod- 
ucts 1988,  at  least  $2.3  billion  to 
trust  funds  for  Dalkon  Shield  vic- 
tims. Pending  buyout  now  being 
challenged:  Supreme  Court  ruling 
expected  by  year-end.  Family's 
stock,  other  assets  worth  at  least 
$325  million. 

Rockefeller  (John  D.) 

nyc  et  al.  Descendants  of  John  D. 
Rockefeller,  world's  first  billion- 
aire, founder  of  Standard  Oil.  Ac- 
counting clerk  who  saved  money, 
invested  in  merchant  grain  busi- 
ness 1858;  put  $4,000  into  oil  refin- 
ing 1863  as  sideline.  Made  out 
okay:  By  1870  Standard  Oil;  went 
on  to  form  legendary  monopoly. 
Furor  over  Standard  Oil  trust  led  to 
breakup  1911.  To  marry  Abby  Al- 
drich,  only  son,  John  Jr.,  gave  her 
father  long,  earnest  recitation  of  his 
financial  prospects  (Mr.  Aldrich  ap- 
proved). Between  them  two  John 
D.'s  gave  over  $1  billion  to  chari- 
ty— then,  $1  billion  still  a  lot  of 
money.  Jr.  had  6  children:  daughter 
Abby,  sons  J.D.  Ill,  Nelson,  Win- 
throp  (all  deceased)  and  surviving 
sons  Laurance,  David  (see  Wirttbrop 
Paul,   Laurance,   David).    Abby   (d. 


T1  he  first  Mrs  John  Hay  Whitney  at 
a  racing  auction  in  the  1930s.  She 
had  just  bought  The  Porter,  a  great 
stallion. 


1976),  widow  of  banker  Jean 
Mauze,  had  2  daughters:  Abby 
Milton  O'Neill  and  Marilyn  Mil- 
ton Simpson  (d.  1980).  John  D.  IV 
(Jay),  one  of  4  children  of  John  D. 
Ill  (d.  1978),  was  West  Virginia 
governor  (1977-84),  now  U.S.  sena- 
tor (spent  over  $12  million  on 
race).  Nelson  (Rocky)  (d.  1979)  left 
6  children;  4-term  liberal  gop 
New  York  governor,  3-time  con- 
tender for  presidency,  Ford's  Vice 
President.  Combined  family  for- 
tune estimated  over  $5  billion. 

Rockefeller  (William) 

Greenwich,  Conn.;  nyc  et  al. 
Founding  father  William  Rockefel- 
ler (1841-1922),  genial  brother  of 
John  D.  Rockefeller,  ran  Standard 
Oil  of  New  York  (now  Mobil)  un- 
til trust  busted  1911.  Controlled 
as  much  as  12.5%  of  trust,  plus 
extensive  railroad,  utility  stocks. 
Two  sons  married  daughters  of 
James  Stillman,  head  of  National 
City  Bank  of  New  York  (now  Citi- 
bank). Daughters  married  into 
McAlpin,  Dodge  fortunes.  Fami- 
ly's holdings  today  include  blue- 
chip  stocks,  land  in  Greenwich. 
Conservative,  decentralized  man- 
agement of  assets,  some  run  by 
Andrew  Rockefeller,  59,  William's 
great-grandson.  Over  75  heirs 
share  in  fortune  believed  worth 
well  over  $350  million. 

Rose 

nyc.  Jerusalem-born  David  (d. 
1986)  cofounded  Rose  Associates 
with  brother  Samuel  (d.  early 
1960s)  in  Bronx  1920s;  later  moved 
to  Manhattan.  David  built  firm 
into  one  of  nyc's  biggest  develop- 
ers, managers  of  apts.,  now  one  of 
oldest.  Samuel's  Yalie  sons  Freder- 
ick, Daniel,  and  Elihu  now  run 
Rose:  Fred  builds,  Dan  plans,  Elihu 
manages.  Today  company  owns, 
manages  apts.,  office  space 
throughout  East  Coast.  Significant 
player  in  multi-use,  luxury  Copley 
Place  in  Boston;  responsible  for 
massive  Pentagon  City  in  Arling- 
ton, Va.  Brothers  shun  limelight, 
but  strive  for  consistency:  "Lean 
years  do  come  from  time  to  time. 
But  .  .  .  energy  and  imagination  can 
often  solve  the  lean  year  problems 
and  permit  us  to  survive  into  the  fat 
years."  Claim  little  equity,  but 
peers  say  otherwise;  now  estimated 
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^ofile  in  quality  #10: 
Engineering. 

ihown  here  is  the  3.8  Liter  Supercharged  engine. 

t  represents  sophisticated  high  performance  engineering. 

The  Supercharged  engine,  available  in  the  Ford 

^hunderbird  Super  Coupe  and  Mercury  Cougar  \R-7. 

s  one  example  of  Ford's  constant  exploration  and 

ievelopment  of  new  technologies. 

J  hen  quality  is  job  1—vou  don't  do  it  any  other  way. 


Fbrd,  Mercury,  Lincoln,  Fbrd  Trucks. 
Our  goal  is  to  build  the  highest  quality  cars 
and  trucks  in  the  world.  ^-£=^— ^ 


urkle  up— together  ue  can  save  Hies. 


Four  Blocks 

From  The 
White  House 


WASHINGTON.  DC. 


The  only  Small  Luxury  Hotel  in 

the  Nation's  Capitol 

(202)  347-2200 

(800)  368-5966 

MEMBER  OF  SMAI  I.  I.IXIRV  HOTELS  ft  RESORTS 


A  TRADITION 

OF  SERVICE 


Ixinlii   in   the   In I   Houston's 

I  inam  ial  and  I  heatei  Distri<  is 
Complimentary  Limousine  down- 
town, lull  health  club  facilities  Mom 
imponarttly,  .i  stafl  dedii  ated  to  mum 
>nal  sen  »<• 


1 


^LANCASTER 

HOUSTON 

[venue,  Houston,  />i/i-  77002 
VOO  •  8001231-0336  •  T,-l.-x  :-■ 
Member  Small  Luxurj  Hotels 


to  have  $475  million  net  worth 
ready  for  lean  years. 

Rosenwald 

nyc  et  al.  Julius  Rosenwald  (d. 
1932),  mail-order  pioneer,  invested 
$35,000  in  Sears,  Roebuck  1895, 
gained  control  after  founders  sold 
out  (Alvah  Roebuck,  1895;  Richard 
Sears,  1913).  In  Sears'  dark  hours  in 
1921  economic  bust,  he  bailed  out 
company  with  own  money.  Went 
on  to  build  largest  merchandise  re- 
tailer in  world:  "the  buyer  for  the 
American  farmer."  Donated  $50 
million  to  educational  and  other 
causes.  Son  Lessing  (d.  1979)  former 
chairman;  grandson  Edgar  Stern 
last  family  member  on  board  (cous- 
in Julius  II  retired  from  board  1986). 
Family  funds  until  recently  man- 
aged by  Starwood  Corp.  (founded 
over  half-century  ago,  took  outside 
clients  from  1970s);  William  Ro- 
senwald's  American  Securities 
Corp.  manages  his  money.  Family 
fortune  est.  $400  million. 

Scripps  (E.W.) 

Cincinnati  origin.  Inheritance, 
newspapers.  Descendants  of  Popu- 
list publisher  Edward  Wyllis 
Scripps  (d.  1926),  who  launched 
Cleveland  Press  at  24  in  1878;  found- 
ed nation's  once-largest  newspaper 
chain.  Also  began  United  Press  In- 
ternational. Longtime  family  fight- 
ing: E.W.  broke  early  from  half- 
brother  James  (see  family),  who 
formed  own  firm;  grandson  James 
G.  left  to  begin  Scripps  League 
1931,  still  separate;  grandson  John 
P.  established  own  chain  1928,  re- 
merged  1986.  E.W.  Scripps  Co. 
went  public  1988.  Publishes  19  dai- 
lies, including  Rocky  Mountain 
Sews,  Pittsburgh  Press-,  owns  80% 
Scnpps-Howard  Broadcasting  (tv, 
radio,  cable).  Family  trust,  estab- 
lished 1922,  currently  controls 
75%  of  E.W.  Scripps  Co.;  shares 
held  until  last  of  4  grandchildren 
dies,  then  split  among  28  great- 
grandchildren. As  a  group,  worth 
over  $1.8  billion. 


Scripps  (J.E.) 


Detroit  area  et  al.  Descendants  of 
English  immigrant,  James  Edmund 
Scripps  (1835-1906),  who  arrived  in 
Illinois  1844  with  novel  idea,  "peo- 
ple's press":  short,  simple  stories 
for  working  class,  unlike  elitist  pa- 
pers of  his  time.  Began  Detroit  (eve- 
ning) News  1873;  heavy  debt,  had  to 
sell  family  farm;  News  succeeded. 


Successful  business  plan  applied 
elsewhere.  Bitter  split  with  half- 
brother  E.W.  (see  above)  early  1900s. 
Separate  chain  founded  by  George 
Booth,  Scripps  executive  who  mar- 
ried into  family.  Heirs  ran  cos.  in- 
dependently. Booth  Newspapers 
sold  for  $300  million  1976  (34% 
family  stake).  Evening  News  Asso- 
ciation sold  to  Gannett  for  $717 
million  1985;  president  and  great- 
grandson,  Peter  Clark,  60,  now 
Gannett  director.  Over  50  descen- 
dants share  estimated  $800-mil- 
lion-plus  fortune. 

Searle 

Chicago.  Brothers,  sister.  Inheri- 
tance. Great-grandchildren  Gideon 
Searle,  who  bought  Indiana  drug- 
store after  Civil  War,  founded  one 
of  nation's  first  drugstore  chains. 
Began  making  drugs  as  G.D.  Searle 
1888.  Grandson  John  responsible 
for  remarkable  profitability  1936- 
66:  introduced  Dramamine,  first 
oral  contraceptive,  etc.  John's  son 
Daniel  (ceo  1966-77):  unfortunate 
acquisition  record,  company  image 
tarnished  by  fda  probe.  Smart 
move:  brought  in  former  defense 
secretary  Donald  Rumsfeld  to  re- 
coup. Rumsfeld  and  discovery  of 
aspartame  saved  company.  Sold  out 
to  Monsanto  1985.  Daniel,  brother 
William,  sister  Suzanne  Dixon  ac- 
tive in  investment  of  funds  from 
1985  sale  (heavy  in  venture  capital) 
as  Earl  Kinship  Capital  Corp.  Dan- 
iel: "We  follow  prudent  rules  any 
investor  would,  but  individually 
and  collectively  we  are  willing  to 
take  higher  risks  because  of  re- 
sources available."  Daniel  also 
member  of  exclusive  aea  Investors 
(mostly  retired  ceos  who  look  for 
small,  medium-size  leveraged 
buyout  deals).  Proceeds  of  sale,  oth- 
er assets  worth  over  $800  million. 


Segerstrom 

Orange  Co.,  Calif.  Swedish  immi- 
grant Charles  John  Segerstrom  ar- 
rived U.S.  with  wife,  first  3  of  11 
children,  1882.  Farmed  acres  of 
leased  Orange  Co.  land  1898.  Ac- 
quired land,  pioneered  commercial 
production  lima  beans  with  4  sons, 
d.  1928.  By  1950s  C.J.  Segerstrom 
nation's  leading  producer.  Diversi- 
fied into  real  estate:  industrial 
space,  then  shopping  centers,  of- 
fices. Co.  now  headed  by  grandson 
Henry,  66;  mother  Nellie  Ruth,  91; 
cousin  Harold  Jr.,  61.  "They  never 
made  a  decision  and  left  the  room 
unless  [they  all]  supported  it."  Built 
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Korean  Air  Announces  A  Biuuer  Schedule  Than  Yours. 


Korean  Air  has  more  flights  to  Seoul  than  any  other  airline.  10  a  week  from  New  York.  And  17  a 
week  from  Los  Angeles,  including  one  nonstop  every  day.  We  also  have  10  nonstops  weekly  from  Hon- 
olulu. All  in  all,  37  flights  a  week.  Plus  the  most  flights  from  Seoul  to  other  cities  in  the  Orient.  Our 
dedication  to  convenient  scheduling  has  helped  us  become  a  leading  world  airline.  We've  been  busy. 


KOREAN  AIR 

The  Spirit  of  Korea  is  in  the  Air, 
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YjuAreNow 

Of  Knew 


You've  never  been  this 
close  before.  Not  until  you've 
had  NEXIS®,  the  world's  lar- 
gest, easiest  to  use,  full-text 
information  service. 

In  the  past,  tracking  down 
the  information  you  needed  was  usually  more 
trouble  than  it  was  worth.  But  today,  by  drawing 
from  over  650  sources  of  information,  the  NEXIS 
service  puts  all  the  facts  right  at  your  fingertips. 
With  just  a  few  keystrokes  you'll  find  company 
information,  news  and  competitive  information. 


'XEXISNewsP  i\palible  PC  with  a  hard  disk,  at  least  WOK  and  DO  (Vmral.lm-  \lln. 


A 


NEWS  PLUS 


V 


thin  5M  Inches 

There's  patent,  other  government 
information  and  over  40  million 
articles,  analyses  and  reports.  All 
you  need  to  know  to  stay  on  top 
of  an  issue  and  ahead  of  the  pack. 
•       And  best  of  all,  with  the 
siting  ^^y  new  NEXIS  News  Plus™  software,*  a  set  of  5V4  inch  disks  pro- 
les convenient  pop-up  menus  and  simple  instructions  to  guide  even  the  most 
xperienced  user  quickly  and  confidently  through  the  program. 
For  more  information  about  NEXIS  News  Plus,  call  1-800-541-6886  and  talk  to 
<EXIS  representative.  After  all,  the  more  you  know    JLM^™  '^PMC* 
)ut  NEXIS,  the  closer  you  are  to  knowing  it  all.        MmmmjJ^  m^& 

is  a  registered  trademark  for  information  products  and  services  of  Mead  Data  Central,  Inc.  NEXIS  News  Plus  is  a  trademark  of  Mead  Data  Central,  Inc. 
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nation's  largest  mall,  South  Coast 
Plaza,  Costa  Mesa,  Calif.,  1967,  2.7 
million  sq.  ft.,  annual  sales  over 
$600  million.  Led  drive  to  build 
Orange  County  Performing  Arts 
Center,  donated  land,  opened  1986. 
Lost  referendum  to  rezone  for  office 
development;  will  try  again.  Henry, 
Harold,  Nelly  partners  in  firm  with 
equity  estimated  well  over  $500 
million. 

Smith 

Chicago.  Banker  family  with  large 
holdings  in  Northern  Trust  Corp. 
financed  two  Swedish  toolmakers; 
founded  Illinois  Tool  Works  1912, 
eventually  owned  by  Smiths.  Man- 
ufactured screws,  fasteners  and 
washers;  pioneered  plastic  six-pack 
soft  drink  and  beer  carrier  1960s. 
Moved  into  engineering  compo- 
nents, packaging,  medical  and  com- 
puter supplies;  acquired  auto  and 
appliance  paint  manufacturer  1989. 
Illinois  Tool  has  82  plants  in  over 
30  countries;  1988  sales  $1.9  bil- 
lion. Family  still  active:  Edward  By- 
ron Smith,  Harold  Byron  Smith, 
both  80,  on  board;  Harold  Jr.,  56, 
chairs  executive  committee.  Fam- 
ily controls  at  least  28%  itw,  20% 
Northern  Trust  worth  over  $880 
million. 

Smith  (Charles  E.) 

Washington,  D.C.  Charles,  Russian 
immigrant,  began  building  in 
Brooklyn,  lost  bundle  Depression. 
Moved  to  D.C.  Lost  shirt  again, 
considered  job  in  bar  &  grill;  wife 
talked  him  out  of  it.  Built  rental 
apartments  instead.  Son  Robert 
joined  1950.  Together,  assembled 
land,  including  railroad  yard  Ar- 
lington early  1960s;  built  vast  Crys- 
tal City  with  old  rf&p  railroad:  41 
buildings  house  70,000  workers. 
Family  holdings  include  thousands 
of  apts.,  15  million  sq.  ft.  offices, 
including  Skyline  City  in  Va.  Many 
other  large-scale  projects  under  de- 
velopment. Charles,  88,  retired, 
overseeing  philanthropies  (George 
Washington  U.,  Jewish  charities) 
from  Palm  Beach.  Development 
business,  among  largest  D.C.,  run 
by  formal,  reserved  Robert;  more 
outgoing  son-in-law  Robert  Kogod 
heads  property  management.  Est. 
real  estate  equity  at  least  $825  mil- 
lion, denied  by  Kogod. 


Stone 


Chicago.  Joseph  H.  Stone  left  Rus- 
sia about  1890  with  $2,300.  Became 
jobber  of  wrapping  paper,  twine 
pre-Depression  Chicago;  d.  1936. 
Sons  built  first  corrugated-box 
plant,  expanded  through  acquisi- 
tions. Current  chairman/CEO  Roger 
talked  family  out  of  $125  million 
Boise  Cascade  buyout  offer  1979: 
"A  lot  of  people  thought  we  were  a 
little  crazy."  Not  so  crazy:  Stone 
Container  stock  up  650%  since 
Roger  took  over  1979.  Acquisitions 
last  6  years  helped  increase  sales 
tenfold  to  $3.7  billion  (fiscal  1988); 
heavy  debt  incurred,  paid  down  rap- 
idly; lately  long-term  debt  up  to  $3 
billion  on  new  acquisitions  (72%  of 
capital).  Two  surviving  Stone 
brothers,  other  family  members 
control  24%  worth  $400  million. 


Stroh 


Detroit.  Family  started  with  small 
brewery  in  18th-century  Germany. 
Bernard  came  to  Detroit  1850  with 
$150;  brewed  beer,  delivered  barrels 
door-to-door  with  wheelbarrow. 
Gradually  captured  greater  market 
share.  Family  weathered  Prohibi- 
tion making  ice  cream  (still  sells  in 
Michigan,  Ohio,  Illinois).  Stroh  In- 
ternational Inc.  products  now  avail- 
able in  over  70  countries.  Great- 
grandson  and  ceo  Peter,  59,  per- 
suaded family  to  purchase  f&m 
Schaefer  for  some  $70  million 
1981;  then  Schlitz  for  70% -fi- 
nanced $500  million  1982.  Third- 
largest  U.S.  brewery:  22  million 
barrels,  16  beers,  1  cooler,  2  nonal- 
coholic drinks.  Not  large  enough; 
selling  out  beer  to  Coors  (see family) 
for  reported  $425  million.  Develop- 
ing Detroit  River  Place  property; 
300  apt.  units,  110-room  hotel,  1.8 
million  sq.  ft.  office  space  (project- 
ed cost:  $300  million).  Four  Strohs 
dominate  private  company,  other 
assets  believed  worth  over  $600 
million. 


Stuart 


Bellevue,  Idaho;  la.  Grandfather  El- 
bndgc  Amos  Stuart  founded  Carna- 
tion Co.  1889  in  Kent,  Wash.  Paid 
$25,000  for  evaporated  milk  pro- 
cess; first  sold  milk  to  prospectors 
en  route  to  Yukon  gold  rush.  Sold 
to  Nestle  1985  for  $3  billion. 
Grandson  Elbridge,  72,  married  to 


paleontologist  Marion  Butler  Stu- 
art; Carnation  vp  to  1961;  lives  on 
secluded  ranch;  also  site  of  Mar- 
ion's private  geological  museum. 
Dwight,  65,  company  president 
1972-83;  wife  Maria  daughter  of 
Philippines  ex-senator  Sergio  Os- 
mena;  2,500-acre  California  ranch. 
Dwight  Jr.  runs  family  investments 
(Dwight  Enterprises).  Combined 
fortune  worth  over  $400  million. 

Sulzberger 

nyc.  New  York  Times.  Progenitor 
Adolph  S.  Ochs  (1858-1935),  Ten- 
nessee newsman,  bought  Times  for 
$75,000  1896;  first  successful  pub- 
lisher, made  it  nyc  "newspaper  of 
record."  Published  by  son-in-law 
A.H.  Sulzberger  from  1935-61,  then 
grandson-in-law  took  over;  on  his 
premature  death  present  publisher 
Arthur  Ochs  (Punch)  Sulzberger, 
grandson  of  founder,  63,  thrust  into 
job  1963;  chairman  1973.  Rejuve- 
nated paper  by  improving  labor  re- 
lations, expanding  coverage  with 
profitable  special  sections:  science, 
art,  etc.  Diversified  into  other  pa- 
pers, magazines,  electronic  media. 
Times,  now  becoming  national  pa- 
per, still  core  business.  Punch  ru- 
mored preparing  to  abdicate  in  fa- 
vor of  deputy  publisher,  Arthur  Jr., 
"Pinch."  Punch's  response:  "No, 
no,  no.  If  I  do  that,  my  wife  will 
shoot  me."  Mother  Iphigene,  97, 
has  maintained  strong,  subtle  influ- 
ence under  4  publishers;  director 
1917-73.  Witty,  irreverent,  and  lib- 
eral; currently  director  emeritus. 
"My  chief  claim  to  fame  is  survi- 
val." Ochs  Trust  controls  stock 
worth  $550  million. 

Swig 

San  Francisco.  Heirs  of  Ben  Swig, 
Bostonian  who  formed  real  estate 
partnership  with  New  Yorker  Jack 
Weiler  (see family).  Jack  stayed  East, 
in  nyc,  Ben's  family  voted  for  San 
Francisco  1946.  Ben  dubbed  "fast- 
est checkbook  in  West"  for  gener- 
osity to  Jewish,  Catholic  charities. 
Together  built,  bought  commer- 
cial, hotel,  residential  properties. 
Swig,  Weiler  &  Amow  now  control 
over  5  million  sq.  ft.,  mostly  office 
in  nyc,  sf.  Swigs  own  posh  sf  Fair- 
mont Hotel  (called  "priceless")  and 
4  sister  Fairmonts  throughout  U.S. 
Paid  estimated  $180  million  for 
Weiler's  50%   stake   1982:   "They 
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Vanguard  Small  Capitalization  Stock  Fund 

FROM  THE  LEADER 

IN  MUTUAL  FUND  INDEXING: 

A  SMALL  COMPANY  FUND 

WITH  A  NEW  APPROACH 


The  Vanguard  Group,  which  introduced  index- 
ing to  the  mutual  fund  industry  in  1976,  now 
introduces  a  small  company  fund  with  an 
"indexed"  investment  approach. 

The  Vanguard  Small  Capitalization  Stock 
Fund  (formerly  Naess  &  Thomas  Special  Fund), 
seeks  to  provide  investment  results  paralleling 
those  of  the  widely  followed  Russell  2000  Index  of 
small  company  stocks. 

Over  the  long  term,  small  company  stocks 
have  provided  above-average  returns  to  investors 
—but  only  hand-in-hand  with  above  average  risks 
and  well  below  average  dividend  yields. 

The  Advantages  of  Indexing 

If  you  seek  the  rewards  of  small  company 
stocks  and  can  assume  their  risks,  we  invite  you  to 
consider  Vanguard  SmallCap  Fund.  Its  passive 
investment  approach,  compared  to  actively  man- 
aged small  company  funds,  is  straightforward  and 
efficient.  The  fund  seeks  to  offer 

Broad  diversification— investing  in  some  500 
to  700  stocks  selected  from  the  Russell  2000  Index. 

Relatively  predictable  results— compared  to 
the  performance  of  the  Index.  The  Russell  2000 
Index  has  outpaced  the  average  actively-managed 
small  company  mutual  fund  in  eight  out  of  the  last 
ten  years  (data  from  Upper  Analytical  Services, 
Inc.).  Past  performance,  of  course,  can't  guarantee 
the  future  results  of  either  the  Russell  2000  Index 
or  Vanguard  SmallCap  Fund. 

Low  transaction  costs— resulting  from  low 
portfolio  turnover.  Because  the  costs  of  buying 
small  company  stocks  are  relatively  high,  how- 
ever, investors  will  pay  a  1%  transaction  fee  to  the 
Fund  for  new  shares— to  help  cover  these  costs. 

Low  advisory  costs— due  to  management  on 
an  "at  cost"  basis  by  Vanguard's  investment  staff 
(which  presently  manages  more  than  $2  billion  in 
indexed  assets). 

The  Vanguard  Index  Family 

Vanguard  offers  a  choice  of  four  passively 
managed  funds: 
•  Vanguard  Index  Trust— 500  Portfolio,  which 


*Standard  &  Poor's  500  Composite  Stock  Price  Index. 
"Standard  &  Poor's  500"  and  "500"  are  registered  trademarks 
of  Standard  &  Poor's  Corporation. 


seeks  to  match  the  performance  of  the  S&P 
500  Index*  of  large  companies.  (Average  mar- 
ket capitalization:  $M  billion.) 

•  Vanguard  Index  Trust— Extended  Market  Port- 
folio, which  seeks  to  parallel  the  performance  of 
the  Wilshire  4500  Index  of  small  and  medium 
sized  companies.  (Average  market  capitaliza- 
tion: $1.5  billion.) 

•  Vanguard  SmallCap  Fund,  which  enables  you 
to  participate  in  small  stocks  as  tracked  by  the 
Russell  2000  Index.  (Average  market  capitali- 
zation: $180  million.) 

•  Vanguard  Bond  Market  Fund,  which  seeks 
to  parallel  the  total  return  of  the  Salomon 
Brothers  Broad  Investment-Grade  Bond  Index. 

The  Vanguard  Advantage 

With  more  than  $45  billion  in  net  assets, 
Vanguard  is  the  country's  largest  pure  no-load 
mutual  fund  family  offering  investors  virtually 
the  lowest  operating  costs  in  the  mutual  fund 
industry.  And  other  things  being  equal,  lower 
costs  mean  higher  returns. 

Among  Vanguard's  many  advantages: 

•  No  loads  or  12b-l  charges 

•  Easy  access  to  your  money 

•  Free  exchanges  to  other  Vanguard  funds 

•  $3,000  minimum  initial  investment; 
$500forIRAs. 


Call  1-800-662-SHIP 

Any  Hour,  Any  Day  For  A  Free 

Vanguard  Information  Kit 

Choose  one  or  more  of  the  following:  Vanguard  Small  Capi- 
talization Fund . .  .Vanguard  Index  Trust  (500  Portfolio  & 
Extended  Market  Portfolio) . .  .Vanguard  Bond  Market  Fund. 
Each  kit  includes  a  prospectus  containing  more  complete 
information  on  advisory  fees,  distribution  charges  and 
other  expenses.  Please  read  it  carefully  before  you  invest 
or  send  money. 
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were  nongrowth-oriented.  We  felt 
differently."  Swigs  recently  put 
whole  chain  up  for  sale.  Sons  of  Ben 
run  empire:  Richard,  64,  runs  ho- 
tels; Mel,  72,  does  deals.  "It's  hard 
to  say  if  we  would  be  friends  if  we 
hadn't  been  brothers."  Brother-in- 
law  Richard  Dinner,  68,  retired. 
Fortune  believed  to  be  $525  mil- 
lion. "We  are  selective  rather  than 
aggressive." 

Taylor 

Publishing.  Origin:  Boston.  Fading 
Boston  Globe  revived  1872  by  Gen- 
eral Charles  H.  Taylor.  Paper's 
management  dominated  by  suc- 
ceeding three  generations.  William 
O.,  57,  great-grandson  of  the  gener- 
al, current  chairman  of  umbrella 
company  Affiliated  Publications, 
Inc.  Jordan  trust  (see  Jordan  family) 
ends  1996;  held  10  million  shares. 
To  ensure  control,  Taylor  set  up 
Class  B  stock  in  1988,  with  10  votes 
per  share,  limited  transfer  rights  to 
keep  control  in  Taylor  family.  Prof- 
its mostly  fed  back  to  paper.  Nota- 
ble exception:  $82  million  invest- 
ment in  McCaw  Cellular  Commu- 
nications Cos.  (see  McCaus). 
Affiliated  spun  off  its  47.2% 
McCaw  to  stockholders  May.  Tay- 
lors' 15  million  shares  worth  $555 
million;  almost  twice  value  of  their 
Affiliated  Publications  stock.  Tay- 
lors maintain,  nevertheless,  mod- 
est lifestyle  largely  out  of  public 
eye.  Fortune  estimated  at  least 
$885  million. 

Temple 

Origin:  Diboll,  Tex.  Thomas  Louis 
Latane  Temple  Sr.  founded  South- 
em  Pine  Lumber  Co.  1893  on  7,000 
acres  east  Texas  timberland.  At  fa- 
ther's death  1934,  son  Arthur  in- 
herited 200,000  acres  with  compa- 
ny $2  billion  in  debt.  Under  grand- 
son Arthur  Jr.  (since  1951),  grew  to 
half-million-acre  forest,  low  debt 
by  1973;  developed  "perpetual  for- 
est" selective  harvesting.  Merged 
with  Time  Inc.  1973.  Arthur  Jr.,  69, 
Time  vice  chairman  1978-83;  now 
chairman  Temple-Inland,  spun  off 
1984.  Quit  Time  board  1989,  op- 
posed to  Warner  Communications 
merger:  "I  don't  think  the  enter- 
tainment business  is  healthy  for 
this  country  right  now."  Sold  half 
his  Time  Inc.  stock.  More?  "If 
you're  gonna  get  out,  you  gotta  sell, 


Cornelius  Vanderbilt  FV.  One  of  the  few  Vanderbilts  to  have  a  profession,  he 
worked  for  nine  different  newspapers  and  wrote  some  fifteen  books  in  his  career 
as  a  journalist.  He  also  found  time  for  seven  marriages. 


and  I  want  out."  Son  Arthur  III 
(Buddy),  48,  now  runs  family  real 
estate  development  co.  after  exten- 
sive political  career.  At  least  30 
family  members  own  stakes  in  T-I, 
Time,  etc.  Believed  to  be  worth 
$1.1  billion. 

Upjohn    

Kalamazoo,  Mich.  Descendants  of 
Drs.  Henry  and  William  Erastus 
Upjohn.  W.E.  invented,  patented 
first  dissolvable  pill  for  accurate 
dosage.  Brothers  founded  Upjohn 
Pill  &.  Granule  Co.  1886.  Devel- 
oped Phcnolax,  premier  flavored 
laxative  (mint)  1908.  Company  in- 
novations: Kaopectate;  oral  digital- 
is tablet  for  heart  patients;  also  first 
to  mass-produce  antibiotics  WWII; 


went  public  1958.  Hair-raising  dis- 
covery: antibaldness  wonder  drug, 
Rogaine  (approved  in  Canada,  Eu- 
rope, 1988  and  recently  by  fda). 
More  r&d  results  1987:  produced 
Xanax,  Halcion  (central  nervous 
system  agents).  Also  Asgrow  Seed 
Co.;  produces  agronomic,  vegetable 
seeds.  Family  believed  to  hold  25% 
of  stock,  other  assets  worth  $1.8 
billion. 

Watson 

Armonk,  N.Y.  origin.  Descendants 
of  Thomas  James  Watson,  who  be- 
gan as  bookkeeper  at  $6  a  week. 
Discovered  his  love  for  selling: 
sewing  machines,  musical  instru- 
ments, cash  registers;  became  pres- 
ident       Computer-Tabulating-Re- 
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AN 

IMPROVED 

BUSINESS 

PICTURE. 


Picture  this:  a  computer  with 
the  power,  speed  and  VGA  graphics 
capability  of  a  high-performance 
desktop  PC,  that's  small  enough  to 
slip  into  a  desk  drawer. 

That's  the  beauty  of  the 
Toshiba  T5200  laptop  computer. 

The  T5200  is  our  most  sophis- 
ticated laptop  ever.  It  has  an  Intel 
80386  microprocessor,  32-bit  archi- 
tecture, and  it's  IBM  compatible. 
And  you  can  choose  your  operating 
system -MS  DOS?  MS  OS/2® 
or  Unixf 

It's  like  having  an  entire 
computer  department  in  a  briefcase. 
And  because  it's  no  bigger  than  a 
briefcase,  you  can  access  your 
office  mainframe  anywhere  you  go. 

Our  laptop  is  only  one  example 
of  how  we  do  business.  Because 
every  piece  of  business  equipment 
we  make,  from  copiers  to  fax 
machines,  to  phone  systems,  are 
all  designed  around  one  central 
idea:  The  best  way  to  improve  our 
business  is  to  improve  yours. 


Intel  is  a  trademark  of  Intel  Corporation.  Unix  is  a  registered 
trademark  of  American  Telephone  and 
Telegraph  Company.  IBM  is  a  trademark  of  International 
Business  Machines  Corporation.  MS  DOS  and  MS  OS/2 
are  registered  trademarks  of  Microsoft  Corporation. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  more  information  write.  Toshiba  America  Information  Systems.  Inc  ,9740  Irvine  Blvd..  Irvine.  CA  92718  or  call  1-800-457  7777 
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cording  Co.  1914.  Took  salary, 
piece  of  profits,  slowly  bought 
shares.  Renamed  International 
Business  Machines  1924.  Estab- 
lished principles,  "equal  pay  for 
equal  work,"  "THINK."  Built  and 
dominated  market  for  punch  card 
accounting  equipment;  saw  poten- 
tial of  first  commercial  computer 
from  Univac.  Died  1956,  at  82. 
Left  4  children  (2  deceased). 
Thomas  Jr.,  75,  groomed,  took  ibm 
into  computer  revolution;  grew: 
1988  net  profits  $59.7  billion. 
Stepped  down  1971;  U.S.  ambassa- 
dor to  U.S.S.R.  under  Carter.  No 
Watson  currently  with  ibm,  but 
family  believed  to  hold  stock 
worth  over  $330  million. 

Wattis 

Ogden,  Utah.  Descendants  of  Ed- 
mund O.  Wattis,  who  founded 
Utah  Construction  with  brother, 
W.H.,  to  finish  railroad  for  bank- 
rupt employer  1900.  David  Eccles, 
Mormon  banker,  polygamist,  pro- 
vided equity  financing.  (Eccles  fam- 
ily fortune  now  dissipated.)  Over 
next  50  years  Utah  International 
took  on  massive  construction, 
earth-moving  jobs:  Hoover  Dam, 
San  Francisco-Oakland  Bay  Bridge, 
Western  Pacific  Railroad.  E.O.'s 
grandson  Edmund  Littlefield  (which 
sec)  chairman  1971;  firm  became 
international  mining  giant.  Sold  to 
ge  1976.  One  aunt,  8  third-genera- 
tion cousins:  "Without  the  ge 
stock,  we'd  still  have  done  well  as  a 
family."  ge  provides  cushion  of  at 
least  $1.1  billion,  though. 

Writer 

nyc.  Descendants  of  Jack  Weilcr, 
85,  son  of  Ukrainian  Talmudic 
scholar,  who  operated  in  nyc  while 
partner  Ben  Swig  (sec  family)  han- 
dled Boston,  then  sf.  Brokered 
leases  for  retail  chains  1940s, 
1950s,  bought  commercial  proper- 
ties. Swig,  Weiler  &  Arnow  now 
control  some  5  million  sq.  ft.,  most- 
ly nyc,  sf.  Weilers  sold  their  half  of 
luxury  Fairmont  Hotel  chain  (sf, 
Dallas  et  al.)  to  Swigs  for  estimated 
$180  million  1982;  "We  did  not  ap- 
preciate the  ownership  of  that  kind 
of  asset."  Jack  devotes  much  time 
to  Jewish  chanties:  "Philanthropy 
comes  first,  ahead  of  my  business." 
Built  homes  in  Israel  tor  immi- 
grants after  WWII.  Son  Alan,  55,  co. 


attorney;  son-in-law  Robert  Arnow, 
65,  also  active.  Conservative 
Weilers  share  fortune  estimated  at 
"only"  $465  million.  "The  Japa- 
nese aren't  buying  like  a  year  ago." 

Weyerhaeuser 

St.  Paul,  Seattle  et  al.  Frederick 
Weyerhaeuser  (1834-1914),  as  18- 
year-old  German  immigrant, 
worked  in  Illinois  sawmill.  Bought 
it  out  of  bankruptcy  1857  with 
friend.  Chopped  timber  in  swath 
from  St.  Paul  to  Pacific.  Bought 
900,000  acres  at  $6/acre  from  rail- 
road magnate  James  Hill  1900; 
formed  Weyerhaeuser  Co.  Business 
empire  included  some  200  related 
companies,  biggest  (Potlatch,  etc.) 
with  interlocking  directorates. 
Raised  ire  of  Rough  Rider  Teddy 
Roosevelt  for  poor  conservation. 
Practiced  careful  tree  farming  from 
1940s.  "This  is  not  for  us  or  our 
children.  It  is  for  our  grandchil- 
dren." Grandson  John  Philip  led 
breakup  of  interlocking  director- 
ates from  1947.  Now  largest  U.S. 
privately  owned  forestlands,  after 
feds,  International  Paper.  250  fam- 
ily members  share  fortune  worth  at 
least  $935  million. 

Whittier 

Southern  California.  Descendants 
of  Mcricos  H.  Whittier,  who  co- 
founded  Belndge  Oil  1911  with  4 
others;  served  as  president  until 
death,  1925.  Son  Leland  president 
1965-79.  Two  families  sold  out  to 
Texaco,  Mobil  1930s;  Whittier, 
Buck,  Green  families  (sec  Dolly 
Green)  sold  to  Shell  for  $3.6  billion 
1979.  Their  combined  56%  stake 
represented  largest  takeover  at  that 
time.  Mericos'  4  children,  9  grand- 
children netted  $475  million.  Fam- 
ily maintains  place  in  oil  business 
through  interest  in  small  oil  com- 
pany, M.H.  Whittier.  Helen  Whitti- 
er Woodward  (d.  1984)  donated  eye 
institute  to  Scripps  Foundation, 
Asia  Complex  to  San  Diego  Zoo. 
"For  safety's  sake,"  family  very  pri- 
vate. Fortune  now  at  least  $700 
million. 

Wirtz 

Chicago.  Descendants  of  Arthur 
Wirtz,  real  estate  and  sports  arena 
mogul,  known  as  "Baron  of  the  Bot- 
tom Line."  Native  Chicagoan  re- 


turned home  after  U.  of  Michigan 
B.A.  degree.  First  purchased  real  es- 
tate 1922;  by  1927  owned/managed 
80  buildings  along  lake.  Depression 
made  big  bucks:  reorganized  failing 
building  companies.  Bought  string 
of  sports  arenas  with  grain  specula- 
tor Jim  Norris,  including  Detroit 
Olympia,  Madison  Square  Garden; 
split  by  antitrust  suit.  Norris' 
daughter  sued  family  for  damages 
in  stock  fraud  case,  but  statute  of 
limitations  ran  out.  Oldest  son  Wil- 
liam, 60,  manages  family's  liquor 
distributorship  (among  largest  Illi- 
nois, Minnesota),  real  estate,  bank- 
ing, hotel  interests  in  Chicago. 
Also  Chicago  (hockey)  Black 
Hawks,  share  of  (basketball)  Bulls. 
Family  fortune  worth  at  least  $550 
million. 

Wolfe 

Columbus,  Ohio  et  al.  Descendants 
of  brothers  Robert  F.  and  Harry  P., 
who  amassed  great  wealth  from 
Wear-U-Well  shoes  1800s.  Family 
sank  monies  into  media;  bought 
Columbus  Dispatch  1905;  later  2  tv, 
2  radio  stations,  Ohio  magazine, 
banking  and  real  estate  interests. 
Politically  powerful  Republicans. 
Considered  one  of  Ohio's  most  in- 
fluential families:  "Nobody  has  a 
monopoly  on  money,  but  Wolfe  has 
a  monopoly  on  communications." 
Grandson  John  W.,  61,  cousin  John 
F.,  direct  14-member  family's  af- 
fairs. Stock  and  other  known  assets 
worth  over  $570  million. 

Yates 

Artesia,  N.M.  First  commercial 
wells  on  New  Mexico  side  of  Perm- 
ian Basin  drilled  by  oilman  Martin 
Yates  Jr.  1921.  Family  legend:  It 
took  a  woman's  touch,  his  wife's, 
to  pick  the  spot  that  yielded  gusher. 
Before  that,  all  dry  holes.  Built  pipe- 
line, refinery  1920s,  sold  refinery  in 
Depression.  Martin's  4  sons:  Har- 
vey, Saint  Clair  Peyton  (S.P.),  Mar- 
tin III  and  John  built  Yates  Petro- 
leum. A  disastrous  foray  into  min- 
ing forced  Harvey  to  cash  out  to 
brothers  1963;  rebuilt  own  oil  for- 
tune. Yates  Petroleum  is  leader  in 
N.M.  Grandson  Harvey  Jr.  has 
small  Cibola  Energy  Corp.  Third 
generation  active  in  company. 
Yates  Petroleum,  other  assets 
worth  at  least  $370  million. 
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If  you  have  60  new  additions  or  returnees  to  The  Forbes  Four 
Hundred,  guess  how  many  you  remove  to  make  room.  This  time, 
5  died,  11  had  declining  fortunes,  30  got  left  behind,  11  merited 
realignment  and  3  were  found  to  require  removal. 

1989 's  departed 


DIED 

Bechtel,  Stephen  Davison  Sr.  Oak- 
land. Estimated  $390  million  fortune 
(father  founded  Bechtel  Co.)  in  1988. 
Died  Mar.  14,  1989.  Survived  by 
wife,  son  and  daughter.  (See  Stephen 
Darison  Jr.) 

Dorrance,    John    Thompson    Jr. 

Gladwyne,  Pa.  Inherited  father's 
Campbell  Soup  Co.,  1930.  Eventually 
chairman  making  (average)  $93,000  in 
dividends  per  day.  Died  Apr.  9,  1989 
of  heart  attack.  Visible  fortune 
amounted  to  $1.2  billion  in  1988.  (See 
John  T.  Dorrance  III,  Bennett  Dorrance 
and  Man  Alice  Dorrance  Malone.) 

Smith,  Vivian  Leatherberry.  Hous 
ton.  Widow  of  oilman  Robert  Ever- 
rett.  Died  July  11,  1989.  Her  fortune, 
estimated  at  over  $400  million  in 
1988,  left  to  2  daughters. 


Brian  A|har 

Sammons,  Charles  A.  Dallas.  Esti- 
mated $1.3  billion  fortune  in  cable 
television,  etc.  Died  Nov.  12,  1988. 
Survived  by  wife,  daughter.  Company 
reports  most  of  fortune  left  to  charity. 

Wien,  Lawrence  Arthur,  nyc  and 

Westport,  Conn.  Estimated  $350  mil- 
lion fortune  (New  York  real  estate) 
1988.  Died  Dec.  10,  1988.  Survived  by 
wife,  two  daughters. 

DECLINED 

Ansin,  Edmund  Newton.  North 
Miami.  53.  Fortune  estimated  at  $265 
million  lost  value  when  Miami  tv 
station,  wsvn-tv,  formerly  nbc  affili- 
ate, was  severed  from  network.  Now 
under  minimum. 

Bright,  Harvey  Roberts.  Dallas.  69. 
Oil  and  banking  fortune,  formerly  es- 
timated $400  million,  suffered  in  s&l 


debacle.  Personally  spent  $200  mil- 
lion trying  to  save  RepublicBank  in 
Dallas.  Still  has  oil;  sold  Dallas  Cow- 
boys, other  assets,  but  still  below 
minimum. 

Cox,  John  Lee.  Midland,  Tex.  64. 
Estimated  $300  million  oil  fortune 
1988.  With  dropoff  in  production, 
now  below  this  year's  $275  million 
minimum. 

Guccione,  Robert  Charles  Joseph 
Edward  Sabatini.  nyc.  57.  Estimat- 
ed $300  million  in  1988;  fortune 
mostly  derived  from,  dependent  on 
girly  magazine  Penthouse,  continued 
to  plummet  this  year  on  waning  of 
nation's  interest  in  skin  books;  now 
believed  below  minimum. 

Hines,  Gerald  Douglas.  Houston. 
64.  Real  estate  fortune,  now  estimat- 
ed $225  million,  feeling  effects  of  Tex- 
as' economic  troubles. 

Imperatore,  Arthur  Edward,  nyc. 
64.  Estimated  $230  million  fortune 
declined  below  minimum:  Money  go- 
ing into  massive  real  estate  develop- 
ment on  New  Jersey  side  of  Hudson 
River;  trucking  companies  going 
through  slump  in  revenues. 

Kalmano vi tz,  Lydia.  Tiburon,  Calif. 
84.  Inherited  husband  Paul's  fortune 
made  in  breweries;  estimated  worth 
$280  million  1988,  declining  owing  to 
weakness  in  beer  industry. 

Lebow,  Bennett  Stephen.  51.  Sad- 
dle River,  N.J.  Fortune  estimated 
$330  million  1988,  mostly  in  stocks 
of  companies  this  turnaround  artist 
was  repairing.  Problems  in  Western 
Union  comeback,  and  feckless  take- 
over attempt  of  Prime  Computer,  bat- 
tered prices  of  stocks. 
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Manoogian,  Alex.  Grosse  Pointe 
Farms,  Mich.  88.  A  falling  stock  price 
chipped  away  at  his  $260  million  in 
Masco  Corp.  stock  from  1988,  drop- 
ping him  well  below  the  minimum 
for  this  year.  (See  Richard  Manoogian.) 

Pogue,  Alfred  Mack.  Dallas.  55.  In 
same  boat  as  Gerald  Hines:  fortune  of 
$350  million  declining  because  of 
Texas  real  estate  and  general  econom- 
ic woes. 

Wang,  An.  Lincoln,  Mass.  69. 
Founder  of  Wang  Labs  owned  stock 
worth  $365  million  in  1988;  shares 
battered  by  company  slump,  pessi- 
mism about  management  post-Wang; 
no  longer  meets  minimum. 

LEFT  BEHIND 

Anderson,  Robert  Orville.  Roswell, 
N.M.  72.  This  fortune,  estimated 
$240  million  in  1988,  made  in  oil  and 
real  estate,  was  surpassed  by  400th 
fortune  on  list  this  year. 

Binger,  Virginia  McKnight.  nyc. 
73.  Heiress  of  fortune  estimated  $230 
million  1988,  mostly  3M  stock;  mar- 
ket rally  wasn't  strong  enough  to 
hoist  her  over  the  $275  million  mini- 
mum for  1989. 

Block,  William.  Pittsburgh.  74.  In 
herited  fortune  in  Blade  Communica- 
tions. Company  healthy  but  still  be- 
low this  year's  minimum. 

Carpenter,     Robert     Ruliph     Jr. 

Montchanin,  Del.  74.  Inherited  for- 
tune of  Margaretta  L.  du  Pont,  sister 
of  Pierre  S.  (see  du  Fonts)  just  not  prov- 
ably  up  to  this  year's  minimum. 

Carr,  Oliver  Taylor  Jr.  Washington, 
D.C.  64.  Estimated  $240  million  for- 
tune (Washington,  D.C.  real  estate) 
1988.  In  spite  of  comparative  strength 
of  D.C.  real  estate  market  and  high 
quality  of  Carr  properties,  recent  di- 
vorce settlement  believed  to  put  for- 
tune below  this  year's  minimum. 

Conover,       Catherine       Mellon. 

Washington,  D.C.  53.  Grandchild  of 
financier  Andrew  Mellon.  Inherited 
fortune  not  shown  to  be  above  mini- 
mum for  this  year. 

Davidowitz,  Joseph  Morton.  Law 

rence,  N.Y.  60.  A  fortune  of  $275  mil- 
lion in  1988,  made  in  the  stock  mar- 
ket, not  demonstrably  above  the 
minimum  this  year. 

Dixon,  Suzanne  Searle.  Lake  For- 
est, 111.  58.  Great-grandchild  of  Gide- 
on Searle,  buildci  G.D.  Searle,  noted 


pharmaceutical  company.  Inherited 
share  of  fortune  believed  not  up  to 
this  year's  minimum  for  individuals. 
(See  Searle  family.) 

Draper,  Irene  Carpenter.  Mont- 
chanin, Del.  78.  Sister  of  Robert  Ru- 
liph Carpenter  Jr.  Surviving  children 
of  Margaretta  L.  du  Pont  (sister  of 
Pierre)  (see  various  du  Fonts).  Fortune 
not  visibly  up  to  minimum. 

Ford,  William  Kenneth.  Roseburg, 
Ore.  81.  This  fortune  made  from 
Ford's  Roseburg  Lumber  Co.,  worth 
$230  million  in  1988,  hasn't  kept  pace 
with  growth  of  other  fortunes. 

Fuqua,  John  Brooks.  Atlanta.  71. 
Entrepreneur,  founder  of  Fuqua  Indus- 
tries. Company  in  slowdown;  John 
not  visibly  above  $275  million. 

Goodman,  Murray  Henry.  Palm 
Beach.  63.  Equity  of  $230  million  in 
1988.  Top-quality  properties  not 
clearly  above  1989's  400th. 

Green,  Dorothy  (Dolly).  Beverly 
Hills.  80s.  Fortune  of  $240  million  in 
1988,  gained  through  inheritance  of 
oil,  real  estate  money,  not  believed  to 
have  advanced  above  this  year's  $275 
million  threshold. 

Hemmeter,  Christopher  Bagwell. 

Kahala  Beach,  Hawaii.  50.  This  for- 
tune, estimated  at  $225  million  in 
1988,  earned  developing  fantastic  Ha- 
waiian hotels,  appears  surpassed  this 
year  by  rising  minimum. 

Horvitz,  Harry  Richard.  Cleveland. 
69.  One-third  share  of  estimated  $780 
million  media,  real  estate  fortune 
1988  built  by  patriarch  Samuel  A. 
Horvitz,  now  considered  family 
wealth.  (See  Horvitz  family.) 

Horvitz,  Leonard  C.  Cleveland.  66. 
(Sec  above  ) 

Horvitz,  William  D.  Hollywood, 
Fla.  63.  (See above  ) 

Jacobs,  Irwin  Lawrence.  Minne- 
apolis. 48.  Investor,  takeover  artist. 
Still  doing  deals  but  after  lbo  not 
clearly  at  or  above  minimum. 

Keck,  William  Myron  II.  Los  An- 
geles. 47.  Still  has  a  fortune  estimat- 
ed at  $240  million  in  1988  derived 
mostly  from  sale  of  Superior  Oil, 
but  that's  not  $275  million.  (See 
Howard  Keck  > 

Kozmetsky,  George.  Austin,  Tex. 
72.  Cofounder  Teledyne  with  Henry 


Singleton  (which  see).  Company  doing 
fine,  but  fortune  not  at  minimum. 

Mellon,  Timothy.  Manchester, 
N.H.  47.  Grandchild  of  financier  An- 
drew Mellon.  Inherited  fortune  not 
provably  at  or  above  minimum. 

Olsen,  Kenneth  Harry.  Lincoln, 
Mass.  63.  Fortune  of  $250  million  in 

1988  in  Digital  Equipment  Corp. 
stock.  Holding  steady  in  tightening 
computer  market,  but  shares  not 
maintaining  this  year's  pace. 

Palevsky,  Max.  Beverly  Hills.  65. 
Computer  entrepreneur's  fortune,  es- 
timated $240  million  last  year,  not 
visibly  up  to  $275  million. 

Pamplin,  Robert  Boisseau.  Port- 
land, Ore.  77.  Textile  maven  with 
healthy  company  estimated  $260  mil- 
lion 1988;  just  not  conclusively  up  to 

1989  minimum. 

Rinker,    Marshall   Edison   (Doc). 

Palm  Beach.  84.  His  fortune  $275  mil- 
lion after  selling  cement  business  in 
1988;  it  hurts  being  number  401. 

Scharbauer,  Clarence  Jr.  Midland, 
Tex.  64.  A  $225  million  (1988  esti- 
mate) inheritance  in  oil  and  real  es- 
tate; solid  in  midst  of  oil  slump,  but  j 
conservative  estimation  now  passed 
by  larger  fortunes. 

Searle,  Daniel  Crow.  Winnetka,  111. 
63.  Great-grandchild  of  Gideon 
Searle,  drugmaker.  Inherited  share  of 
fortune  not  provably  above  our  mini- 
mum for  individuals.  (See family.) 

Searle,  William  Louis.  Lake  Forest, 
111.  61.  (See  above.) 

Selig,    Martin.    Seattle.    52.   Office  I 
building  fortune  (estimated  $230  mil- 
lion in  1988)  now  believed  less  than 
1988's  minimum. 

Snyder,  Richard  Wesley.  Dallas. 
51.  Made  a  $230  million  fortune  in 
climate  control  units  by  1988;  no 
longer  seems  enough  to  keep  up  with 
the  rising  floor  on  the  400s. 

REALIGNED 

Collier,  Miles  Carnes.  Naples,  Fla. 
42.  This  $450  million  fortune  derived 
from  inheritance  and  investments 
now  seen  to  be  more  widely  shared 
among  mother,  siblings.  Combined 
with  Collier  family  entry  (which  sec) 

du  Pont,  Helena  Allaire  Crozer. 

Chesapeake  City,  Md.  Widow  of 
Richard  Chichester  du  Pont,  one  of 


uo 
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the  children  of  A.  Felix  du  Pont.  Re- 
search has  revealed  that  bulk  of  for- 
tune belongs  to  her  2  children.  (See 
various  du  Pont  entries.) 

Jacobs,  David  H.  Bay  Village,  Ohio. 
68.  Estimated  $300  million  fortune 
(shopping  malls)  1988.  David  and 
brother  Richard  E.  Jacobs  (which  see) 
now  believed  to  split  $720  million 
fortune  30/70,  putting  Dave  below 
minimum. 

Kogod,  Arlene  Smith.  Washington, 
D.C.  55.  Shares  in  Washington,  D.C.- 
area  real  estate  fortune  1988;  now  re- 
classified as  family.  (See  Charles  E. 
Smith  family.) 

Krehbiel,    John    Hammond    Sr. 

Downers  Grove,  111.  83.  A  $280  mil- 
lion fortune  in  1988  derived  from  Mo- 
lex,  Inc.,  maker  of  plastic  items; 
John's  visible  net  worth  now  below 
minimum,  but,  with  sons,  reclassified 
as  family. 

Meijer,  Frederik  G.  H.  Grand  Rap- 
ids, Mich.  70.  Retailer.  Research 
found  that  he  passed  control  of  large 
number  of  shares  to  various  members 
of  family.  (See  Meijer  family  ) 

Pulliam,  Eugene  S.  Indianapolis, 
Ind.  75.  Newspapers.  Reclassified  as 
family  fortune.  (See  Pulliam  family) 

Sulzberger,  Arther  Ochs.  nyc.  63. 
Trustee  of  New  York  Times  stock  for 
mother  Iphigene;  trust's  value  now 
considered  classified  more  properly  as 
family  fortune.  (See family.) 


Sulzberger,  Iphigene 

97.  (See  above.) 


Ochs. 


NYC. 


Smith,  Charles  E.  Palm  Beach,  Fla. 
88.  Founder  Washington,  D.C. -area 
real  estate  fortune  reclassified  as  fam- 
ily fortune.  (See  Charles  E.  Smith  family.) 

Smith,  Robert  H.  Washington,  D.C. 
61.  (See  above.) 

REMOVED 

Buttner,  Jean  Bernhard.  nyc.  54. 
Heiress  of  Value  Line  fortune;  brother 
Van  Bernhard  now  also  believed  sig- 
nificant inheritor. 

Danner,  Raymond  L.  Nashville.  64. 
His  fortune,  estimated  $310  million 
1988,  found  below  1989  minimum. 

Guirlinger,  Austin  Edward.  Co- 
lumbus, Ohio.  63.  Estimated  1988  for- 
tune of  $325  million  based  on  audited 
book  value  now  in  doubt  following 
filing  under  Ch.  1 1  of  bankruptcy  act. 

FORBES  400/OCTOBER  23,  1989 


-fl — » 

h  - 
i 

7                   .   '      • 

• 

' r^ 

.  .Jam 
r     ■   ■     -Wip 

*  1     .  A« 

--  '  •  mim 

"j.                                       jt'?>\*' AW- 

lis;*  •       '> 

■' 

* 
■ 

4         r^S^^F-" 

ii 

!.«>    ijtiftfi'P     % 

■■-..-   r  ■■     '  •'      '-.              ..' 

- 

it 

r 

.11  j  j       HdR,,   Wd 

i 

^W*t 

,          •        - 

pr- 

N      *                                                                          "*f>                                      "•                      L*.                 -~1 

Ask  any  bartender  about  the  Tennessee  Wyooter.  He  can  give  you  the  whole  story,  too 


OCTOBER  IN  TENNESSEE  is  when  the  hills 
grow  darker  and  the  stories  taller. 

The  man  in  the  wide-brimmed  hat  has  a  good  one 

about  the  Tennessee  Wyooter,  a  barn-big  critter 

who  roams  these  hills  under  October  moons.  And 

though  there  are  those  who  question  his    _ 

story,  he'll  have  you  hanging  on  every 

word.  Of  course,  these  same  old  hills 

are  legitimately  famed  for  good 

whiskey.  Drinkers  call  Jack  Daniel's 

the  smoothest  there  is.  And,  after 

a  sip,  there  aren't  any  questions 

about  that. 


SMOOTH 
TENNESSEE 


SIPPIN ' 
WHISKEY 


Tennessee  Whiskey  •  4043%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery.  Lem  Motlow,  Proprietor.  Route  1,  Lynchburg  (Pop  361),  Tennessee  37352 
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Imagine  having  a  quarter  of  a  billion  dollars  and  still  not  having 
enough.  Here  are  ten  candidates  for  this  years  Forbes  Four 
Hundred  who  dont  have  to  imagine  it  at  all 


Still  short 


B.  Francis  Saul  II 

Banking,  real  estate.  57.  Chevy  Chase, 
Md.  Married,  5  children.  Villanova 
1954;  law,  U.  of  Virginia  1957;  passed 
D.C.  bar  1959.  Heir  to  D.C.  real  estate 
company  founded  by  grandfather 
1892.  Formed  B.F.  Saul  Real  Estate 
Investment  Trust  1957.  Started 
Chevy  Chase  Federal  Savings  Bank  in 
trailer  (still  there)  at  shopping  center 
1969;  now  largest  consumer  bank  in 
Maryland.  "Avoid  risk.  Spread  risk. 
Be  interest-rate  sensitive.  Lend  to 
qualified  borrowers.  Do  a  few  things 
but  do  them  well."  Private.  Owns  a 
dozen  real  estate,  financial  service- 
firms.  Took  B.F.  Saul  reit  private  late 
1988.  Companies'  assets  exceed  $4 
billion.  Lifetime  trustee  Corcoran 
Gallery  of  Art.  Net  worth  believed 
$275  million. 


Anne  Hendricks  Bass 

Divorce,  nyc.  48.  Split  with  Sid  Bass 
(which  sec)  after  21 -year  marriage;  2 
daughters.  Indianapolis-born  daugh- 
ter of  surgeon  John  Hendricks;  Vassar. 
Self-proclaimed  perfectionist.  Former 
Fort  Worth  power  now  conquering 
Manhattan  society:  International 
Council  of  Museum  of  Modern  Art; 
board  and  executive  committee  nyc 
Ballet.  Personal  best  staging  fundrais- 
ing  gala:  $650,000.  "Sharing  beauty 
with  iamily  and  friends  is,  in  part,  a 
responsibility."  l  cttlement— includ- 
ing 1.38  million  ires  Disney  stock; 
$5.2    million   Fit    i    Ave.    apartment 


/ 
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ko,  Monet;  George  II,  George  III  furni- 
ture— about  $275  million;  will  allow 
a  lot  of  sharing. 


Donald  Carter 

Direct  selling.  Coppell,  Tex.  56.  Di- 
vorced, remarried;  6  children.  Mother, 
Mary  Crowley  (d.  1986),  with  her  sav- 
ings, $6,000  loan,  started  own  busi- 
ness— Home  Interiors  &  Gifts — a  la 
Avon,  Mary  Kay  Cosmetics:  sold  dec- 
orations for  the  home  (gilt  wall 
sconces,  butterfly  plaques,  etc.).  Her 
sales  expertise,  Donald's  financial 
acumen  developed  gilt-edged  firm  (es- 
timated $430  million  sales  1988). 
Donald  majority  owner  Dallas  (bas- 
ketball) Mavericks.  Low-key:  3-line 
Who's  who  bio  identifies  only  as  bas- 
ketball exec.  Weekly  prayer  meetings 
for  team:  "I'm  not  saying  every  player 
walks  and  talks  my  morals,  but  they 
respect  my  morals,  and  that's  all  I 
have  the  right  to  ask  for."  Worth  at 
least  $270  million. 


V 


%' 


Peter  May 

lbos.  nyc;  Bridgewater,  Conn.;  Palm 
Beach,  Fla.  46.  Married,  2  children. 
M.B.A.  U.  of  Chicago.  Peat  Marwick 
cpa  1965;  joined  Nelson  Peltz  (which 
see)  1972.  Pair  acquired  empire  on 
junk  debt:  Triangle  Industries  1983; 
National  Can  1985  bailing  out  Victor 
Posner  (which  sec).  American  Can 
Packaging  1986;  Uniroyal  Chemical 
Co.  1986;  internal  expansion.  "The 
excitement  is  building."  Sold  Trian- 
gle year-end  1988  to  Pechiney  S.A. 
(France),  bought  back  nonpackaging, 
large  real  estate  assets  like  Holly- 
wood, Inc.  (Fla.).  May's  share  estimat- 
ed $250  million.  "I'd  just  as  soon  not 
be  on  [your]  list,  but  it's  always  frus- 
trating to  look  and  say,  'Gee,  I'm 
worth  a  lot  more  than  that.'  " 


Frank  Delano 
Hickingbotham 

tcby    Enterprises    ("The    Country's 
Best  Yogurt").  Little  Rock,  Ark.  53. 
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You  See  Hyundai? 


iO 


You  probably  picture  Hyundai  as  a  maker  of  affordable,  high- 
quality  cars. 

That  picture's  not  wrong.  Just  incomplete. 

Those  who  work  with  advanced  computers,  ships  and  nuclear 
power  plants  have  a  better  idea  of  our  scope. 

in  fact,  you'll  find  the  Hyundai  name  behind  sophisticated 
engineering  projects,  petrochemicals,  robotics,  and  satellite 
communication  systems,  among  other  exciting  and  diverse 
industries. 

which  is  why,  in  Korea  Hyundai  has  become  a  symbol  of  our 
nation's  economic  progress. 

So  by  all  means,  remember  our  cars.  But  don't  forget  the  big 

P"    A  HYUNDAI 

K.RO.  Box  92  Seoul,  Korea 

TLX:  K23111/5     FAX:  (02)  743-8963 
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Personal  Affairs  welcomes  Godiva  to  its 
premiere  issue  October  23rd. 


* 

A  -          *J 

GODIVA 

Chooolatier 

US.  Savings  Bonds.  Building 
Security,  Fulfilling  Dreams. 


U.S.  Savings'Bonds  earn  competitive  money  market  rates 
with  the  added  security  of  a  guaranteed  minimum  rate  of  return.  And 
Savings  Bonds  are  exempt  from  state  and  local  income  taxes. 

Buy  U.S.  Savings  Bonds... and  help  fulfill  the  American  dream. 


U.S.  SAVINGS  BONDS 


THE  GREAT  AMERICAN  INVESTMENT 


Married,  2  sons.  Baptist  minister  dur- 
ing college,  junior  high  principal  after. 
Later  peddled  insurance,  established 
food  processing  business;  sold  out 
profitably  1981.  Opened  first  "This 
Can't  Be  Yogurt,"  frozen  yogurt  shop 
1981:  "something  to  play  with." 
Bought  his  own  yogurt  producer  to 
assure  consistency  1983;  competitor's 
proprietary  suit  compelled  name 
change  1985.  Now  an  international 
business:  more  than  1,300  franchise 
stores,  125  company  owned.  Taking 
on  giant  ice  cream  stores  by  advertis- 
ing health  benefits.  Net  worth  $250 
million,  mostly  volatile  tcby  stock. 
"We  haven't  scratched  the  surface." 


Richard  A.  Bernstein 

Publishing,  real  estate,  nyc.  42.  Mar- 
ried, 2  children.  Brooklyn-bom  New 
York  University  grad  (1968).  "I 
thought  the  big  boys  in  New  York 
would  chew  me  up."  Owned  and 
managed  property  Bethesda,  Alexan- 
dria, Atlanta.  Then  bought  dozen 
buildings  midtown  Manhattan  at 
rock-bottom  prices  in  nyc  fiscal  cri- 
sis. Sold  out  early  1980s,  kept  News- 
week Building.  With  his  investment 
of  $5  million  acquired  ailing  Western 
Publishing  1984;  turned  it  around, 
then  took  out  $70  million  1986;  has 
21%  worth  $80  million.  Bought 
wholesale  medical,  pharmaceutical 
suppliers  1987;  revenues  are  running 
near  $2  billion.  Workweek  between 
90  and  100  hours.  Net  worth  believed 
to  exceed  $250  million.  "I'm  more  of  a 
fixer  than  a  builder." 


Dwayne  B.  Reinhart 

Gateway  Foods,  La  Crosse,  Wis.  69. 
Married,  4  children.  Former  sales 
manager  for  wholesale  grocery  firm  in 
Rice  Lake,  Wis.  Since  1956  building 
up  100% -owned  Gateway  Foods — 
$2.5  billion  food  wholesaler,  largest 
privately  held  in  U.S.  Strictly  whole- 
sale to  1983,  then  acquired  Minneapo- 
lis supermarket  chain,  National  Tea. 
Enlarged  supermarkets,  renamed  the 
stores  "Rainbow's";  combined  ware- 
house pricing,  supermarket  ambi- 
ance. Big  success,  very  profitable; 
Reinhart  continued  making  acquisi- 
tions. Modest:  "We  surround  our- 
selves with  good  people.  ...  To  keep 
these  people  challenged,  we  have  to 
continue  to  expand."  Sold  Gateway 
Foods  September  1989.  "Shrewd," 
"tough  old  bird."  Net  worth  estimat- 
ed over  $250  million. 
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Gordon  A.  Cain 

lbos.  Houston.  77.  Married,  2  step- 
children, vp  Conoco;  left  1970  to  be- 
come consultant.  On  golf  course  in 
1982,  at  19th  hole,  convinced  John 
Burns,  then  president  Conoco  Chemi- 
cal, to  do  management  leveraged 
buyout.  Despite  chemicals  recession, 
Cain  found  financing.  Took  public  as 
Vista  Chemical  1986;  sold  his  2%  for 
$4.5  million.  Next:  packaged  4  lever- 
aged chemical  companies  as  Cain 
Chemical,  sold  to  Occidental  Petro- 
leum 1988  for  $2.2  billion,  netted 
$100  million.  Topped  these  with  re- 
cent ipo  of  still  another  Cain  compa- 
ny, Sterling  Chemicals  (formed  from 
lbo  of  Monsanto  Plant);  Cain  kept 
7.77  million  shares  of  Sterling.  Net 
worth  at  least  $250  million. 


Leandro  P.  Rizzuto 

Conair.  Greenwich,  Conn.  50.  Di- 
vorced, 4  children.  Must  love  Japa- 
nese. Left  college  at  19  to  help  manu- 
facture, sell  hair  rollers  invented  by 
father.  Leandro  perfected  first  pistol 
grip  (hand-held)  hair  dryer  1971,  de- 
signed some  models,  persuaded  Mit- 
sui to  make.  Conair  now  number  one 
in  industry.  Branched  into  tele- 
phones, housewares.  Sales  1988,  $282 
million.  Took  Conair  private  in  1985 
lbo.  Already  had  40%,  paid  $170  mil- 
lion for  rest.  Sitting  on  $272  million 
debt  when  Japanese  firm  bought  his 
Zotos  International  (a  Conair  subsid- 
iary that  makes  hair-care  products, 
was  one-third  firm's  1987  volume)  for 
$345  million.  Net  worth,  courtesy  Ja- 
pan Inc.,  over  $250  million. 


Donald  Joseph  Laughlin 

Gambling.  Laughlin,  Nev.  58.  Sepa- 
rated, 3  children.  As  Minnesota  teen- 
ager supplied  slot  machines  to  bars, 
restaurants  for  percentage.  "They 
weren't  really  legal,  but  they  weren't 
really  illegal.  The  law  was  vague."  To 
Las  Vegas  1952;  bought  101  Club  Ca- 
sino, sold  1964.  Bought  bankrupt  bar, 
8-room  motel,  land  for  $235,000 
across  Colorado  River  from  no-gam- 
bling Arizona,  Now  660-room  hotel- 
casino,  gaming  revenues  near  $90 
million.  Laughlin  (pop.  4,000)  known 
as  low-rollers'  capital,  but  "we  proba- 
bly get  as  much  black  check  action, 
that's  $100  chip  action,  as  most  any 
casino  in  Las  Vegas."  Twenty  acres 
riverfront  land  at  $1.4  million  an  acre; 
Laughlin,  at  least  $230  million. 
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1 1—  Architectural  Antique  Auction 

November  10  and  11,  1989 

Over  1500  sensational 
items  up  for  auction! 
Panelled  rooms 

Tiffany  &  Third  St.  studio  stained  glass 
windows 

Magnificent  bronze  &  marble  sculpture 
Carved  -to-death  furniture 
The  finest  architectural  embellishments 
in  the  world. 
And  much,  much  more! 


Pub  comer  bar  with  etched  mnrors  and  sunned 
glass,  8'  x8'  One  0/8  to  be  sold. 

To  receive  our  48  page 
catalog,  call  or  write: 

—  Great  Gatsby's 

5070  Peachtree  Ind.  Blvd. 


Atlanta,  GA.  30341 
1-800-962-5229 


Pautme  Bimatntrii:  -  Life-size  marble 


No  Reserve  /  No  Minimum 

GAL  350 

The  Legend  Continues... 


Outstanding 
Growth 


If  you  had  invested  $10,000 
in  Twentieth  Century's  Growth 
Investors  fund  in  1974,  your 
investment  today  would  be 
worth  $268,859  (assuming 
reinvestment  of  all  dividends)! 
For  complete  information  about 
Twentieth  Century's  12  no-load 
mutual  funds,  including  charges 
and  expenses,  call  toll-free  for  an 
information  kit  and  prospectus. 

A  $10,000  investment 
on  June  30, 1974 


Twentieth  Century 
Growth  Investors  Fund 


Total  value  on  6/30/89  -  $268,859 

Average  Annual  Total  Return 

lYear  20.2% 

5  Years  19.9% 

10  Years  20.7% 

15  Years  24.5% 


Call  toll-free: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  more  or  less  than  original  cost.  Please  read  the  prospectus 
carefully  before  investing. 


9  I  winiu'lh  Century  Investor 


P.  O.  Box  419200,  Kansas  City,  MO  64141-6200 


No -Load  Mutual  Funds 
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How  do  The  Forbes  Four  Hundred  compare  with  great  private 
fortunes  outside  the  U.S.?  Here  are  this  year  s  world  billionaires. 

Un  American  riches 


Name/Country/industry 


OVER  $10  BILLION 


Mori,  Taikichiro/|apan  property  development 


Tsutsumi,  Yoshiaki  I apan  land,  railroads,  resorts 


OVER  $5  BILLION 


Brenninkmeyer  family  /Holland/retailing 


Itoyama,  Eitaro/lapan  land 


Rausing,  Hans  and  Gad/Sweden/liquids  packaging 


Reichmann,  Paul,  Albert  and  Ralph/Canada/real  estate 


Shin  Kyuk-ho  (a.k.a.  Shigemitsu,  Takeo)/Korea/candy,  real  estate 


Takei,  Hirotomo  lap. in  publishing,  real  estate 


Thomson,  Kenneth  Roy/Canada/  publishing,  retailing 


Watanabe,  Kitaro/|apan/real  estate,  hotels 


Yoshimoto,  Haruhiko,  with  family/lapan/real  estate 


OVER  $2  BILLION 


Agnelli,  Giovanni  and  tamily/Italy/autos,  investments 


Al-Rajhi  family/Saudi  Arabia/money  changing 


Areces,  Ramon/Spain  retailing 


Chang  Yung-fa/Taiwan/shipping 


Escobar  Gaviria,  Pablo/Culumhia  cocaine 


Ferrero,  Michele/ltaly  candy 


Finck,  Wilhelm  and  August  von/Gcrmany/banking,  real  estate 


Flick,  Friedrich  Karl/Germany/industry 


Furukawa,  Tamesaburo/lapan  real  estate 


Grosvenor,  Gerald  Cavendish/UK.  property,  investment 


Hattori  (amily/)apan/watches 


Haub,  Erivan/Germany/supermarkets 


Henkel  family/Gcrmany/consumer  products 


Irving,  Kenneth  Colin/Canada/oil  distribution,  paper,  land 


Name  Country/industry 


Ishii,  Hisashi  Japan  finance 


Iwasaki,  Yohachiro/fapan/logging,  property,  resorts 


Kamprad,  lngvar  Sweden  furniture  retailing 


Kobayashi,  Shigeru/|apan/real  estate 


Liem  Sioe  Liong/Indonesia  finance,  trade,  manufacturing 


Mohn  family/Germany/publishing 


\akajima,  Kenkichi  lapan  pachinko 


Ochoa  family/Colombia/cocaine 


Oppenheim  family,  von/Germany/banking 


Otani,  Yoneichi/Japan/hotels 


Quandt  family  Germany  autos,  industry 


Sainsbury,  David  and  family/U.K.  supermarkets 


Saji,  keizo  lapan  liquor 


Sasaki,  Kichinosuke  lapan  real  estate 


Schlumberger/Seydoux  family/France/oil  services 


Schmidheiny,  Stephan  and  family/Switzerland/construction,  divers 


Shino,  Rinji.  lapan  real  estate,  leisure 


Takenaka  family /|apan  construction 


Thurn  und  Taxis,  Johannes  von/Germany/land,  investments 


Vestey,  Samuel  and  Edmund/UK. /meatpacking 


Weston,  Garry  and  Galen/Canada/supermarkets 


Yamaguchi,  Hisakichi  lapan  cans 


OVER  $1  BILLION 


Aga  Khan  I \    religion,  investments 


Albrecht  family/Germany  /supermarkets 


Al-Ghanim  family/Kuwait/auto  retailing,  investments 


Al-Kharafi,  Mohamed  Abdul  Mohsin  Kuwait  banking,  construction 


Al-Marzook  family/Kuwait/real  estate,  investments 
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Name/Country/industry 


Al-Sulaiman,  Abdul-Aziz  A. /Saudi  Arabia/cement,  hotels,  autos 


Bauer,  Heinz/Germany/publishing 


Beisheim,  Otto/Germany/retailing 


Benetton  family/Italy/clothing 


Berlusconi,  Silvio/Italy  broadcasting,  construction 


Bettencourt,  Liliane/France/cosmetics 


Bin  Mahfouz  family/Saudi  Arabia/banking 


Birla  family/India/ textiles,  aluminum,  autos 


Botin  family/Spain/banking 


Botnar,  Octav/U.K./auto  dealerships 


Bouriez  family/France  hypermarkets,  luxury  goods 


Bronfman,  Charles/Canada/liquor 


Camargo,  Sebastiao/Brazil  construction,  manufacturing 


Chung  Ju-yung  family/Korea/heavy  industry 


Cisneros  family/Venezuela/consumer  products 


Dreesmann  family/Netherlands/retailing 


Eaton  family/Canada/retailing 


Ermirio  de  Moraes,  Antonio  and  family/Brazil/mining,  industry 


Fentener  van  Vlissingen  family/Netherlands/oil  &  gas,  consumer  goods 


Ferruzzi  family /Italy/ chemicals,  agro-industry 


Fujisawa,  Akikazu/Japan/electronics  retailing 


Garza  Sada  family/Mexico/beer,  steel,  packaging 


Grundig,  Max/Germany /electronics 


Haefner,  Walter/Switzerland/car  sales,  software 


Hariri,  Rafik  Bahauddin/Lebanon/construction,  investments 


Hayashibara,  Ken/Japan/pharmaceuticals,  real  estate 


Herz  family/Germany/coffee  retailing 


Hsu  family  /Taiwan/textiles,  cement,  department  stores 


Ishibashi,  Kanichiro/Japan/auto  tires 


Ito,  Masatoshi/Japan/retailing 


linnai,  Ryoichi/Iapan/  consumer  finance 


luffali  family/Saudi  Arabia/construction,  truck  distribution 


Kadoorie  family  /Hong  Kong/utilities,  hotels 


Kanoo  family/Bahrain/shipping,  airline 


Kato,  Masao/Iapan  syrup,  real  estate 


Kawamoto,  Genshiro/Japan/real  estate 


Kawamura  family/Japan/ink,  chemicals 


Kipp,  Karl-Heinz/Germany/variety  stores 


Kobayashi,  Heizo/Japan/restaurants,  supermarkets,  hotels 


Koc,  Vehbi/Turkey/conglomerate 


Koo  family/Korea/conglomerate 


Koo  family/Taiwan/banking,  diversified 


Kumagai  family/Japan/construction 


Kwek  family/Singapore/finance,  property 


Name/Country/industry 


Lee  family/Singapore/banking,  rubber  trading 


Lee  Byung-chull  family /Korea/trading,  retailing,  consumer  goods 


Li  Ka-shing/Hong  Kong/property  development,  industry 


Ligresti,  Salvatore/Italy/insurance,  construction 


Lundberg,  Fredrik  and  family/Sweden/ conglomerate,  real  estate 


March  family/Spain/banking,  real  estate 


Marinho,  Roberto  Sr./Brazil/media 


Matsuoka,  Seijiro/Japan/real  estate 


Matsushita  family/Japan/electronics 


Maxwell,  Robert/UK.  /publishing 


Miller,  Robert/Hong  Kong/retailing 


Moores,  Sir  John/UK. /retailing 


Mori  ta  family/Japan/consumer  electronics 


Mulliez  family/France/hypermarkets 


Murata,  Junichi/Japan/fax,  industrial  machinery 


Murayama  family /Japan/publishing 


Nangaku,  Masao/lapan/property  development,  electronics  retailing 


Oetker,  Rudolf  August  and  family  /Germany/food,  brewing 


Olayan,  Suliman  Saleh/Saudi  Arabia/construction,  investments 


Otsuka,  Masahito/)apan/pharmaceuticals 


Otto  family/Germany/mail  order 


Packer,  Kerry/Australia/media,  investments 


Pao,  Sir  Yue-kong/Hong  Kong/shipping,  property  development 


Peugeot  family/France/autos 


Rodriguez  Gacha,  Gonzalo/Colombia/  cocaine 


Sabanci  brothers/Turkey/conglomerate 


Sacher,  Paul  and  Sacher-Stehlin,  Maja/Switzei  land/pharmaceuticals 


Safra  brothers/Lebanon/banking 


Sagawa,  Kiyoshi/fapan/delivery  service 


Schickedanz  family/Germany/mail  order 


Siemens  family,  von/Germany/electrical  machinery 


Swarovski  family /Austna/rhinestones 


Swire  brothers/Hong  Kong/Far  East  trading,  airline 


Takei,  Yasuo/Japan/consumer  finance 


Thyssen-Bornemisza,  Hans  Heinrich/Switzerland/art,  manufacturing 


Tsai  Wan-lin/Taiwan/insurance,  construction 


Tsutsumi,  Seiji/Japan/retailing 


Uehara,  Shoji/Japan/pharmaceuticals 


Vuitton  family/France/luxury  goods 


Wang,  Y.C./Taiwan/plastics 


Werhahn  family/Germany/retailing,  banking 


Yokoi,  Hideki/Japan/real  estate 


Yoshida,  Tadao/Japan/zippers,  building  materials 
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Index  to  the  Forbes  Four  Hundred 


Name 

Page 

Residence 

Age 

Worth 

($mil) 

Primary  sources 

A 

Albertson,  Joseph  Albert 

216 

Boise,  Idaho 

83 

$600 

Albertson's,  Inc. 

Alexander,  Norman  E. 

262 

Scarsdale,  N.Y. 

75 

350 

Sequa  Corp. 

Allbritton,  Joe  Lewis 

216 

Houston,  Tex. 

64 

600 

Media,  banking 

Allen,  Charles  Jr. 

265 

NYC 

86 

3ii 

Stock  market,  real  estate 

Allen,  Herbert 

265 

NYC 

81 

333 

Stock  market,  real  estate 

Allen,  Herbert  Anthony 

265 

NYC 

48 

333 

Stock  market,  real  estate 

Allen,  Paul  Gardner 

208 

Mercer  Island,  Wash. 

36 

690 

Microsoft 

Andersen  family 

292 

Bayport,  Minn. 

- 

500 

Windows 

Anderson,  John  Edward 

261 

Bel  Air,  Calif. 

72 

350 

Beverage  distribution 

Anderson,  Robert  Orville  • 

330 

Roswell,  N.M. 

72 

- 

Oil,  land 

Annenberg,  Walter  Hubert 

174 

Wynnewood,  Pa. 

81 

1,400 

Publishing 

Annenberg  sisters 

292 

NYC 

- 

760 

Publishing 

Anschutz,  Philip  Frederick 

178 

Denver 

49 

1,250 

Oil,  railroads 

Ansin,  Edmund  Newton  • 

329 

North  Miami 

53 

- 

Broadcasting 

Anthony,  Barbara  Cox 

156 

Honolulu 

66 

2,500 

Inheritance 

Argyros,  George  Leon 

287 

Newport  Beach,  Calif. 

52 

290 

Real  estate 

Anson,  Ted 

154 

Miami  Beach 

65 

2,860 

Carnival  Cruise  Lines 

Arnllaga,  John 

265 

Palo  Alto,  Calif. 

51 

335 

Real  estate 

Autry,  Orvon  Gene 

288 

Los  Angeles 

82 

280 

Broadcasting,  baseball 

Avery,  Alice  O'Neill 

277 

Los  Angeles 

72 

300 

Inheritance  (real  estate) 

B 

Bacardi  family 

292 

Puerto  Rico,  et  al 

- 

1,000 

Liquor 

Baoudjakdji,  Millicent  V. 

199 

Los  Angeles 

49 

438 

Inheritance  (medial 

Bass,  Anne  Hendrickst 

332 

NYC 

4S 

275 

Divorce 

Bass,  Edward  Perry 

188 

Fort  Worth,  Tex. 

44 

1,000 

Oil,  investments 

Bass,  Lee  Marshall 

178 

Fort  Worth,  Tex. 

i3 

1,250 

Oil,  investments 

Bass,  Robert  Muse 

172 

Fort  Worth,  Tex. 

41 

1,440 

Oil,  investments 

Bass,  Sid  Richardson 

178 

Fort  Worth,  Tex. 

46 

1,250 

Oil,  investments 

Batten,  Frank 

223 

Virginia  Beach 

62 

500 

Publishing,  broadcasting 

Bean  family 

292 

Freeport,  Me. 

- 

600 

L.L.  Bean 

Bechtel,  Stephen  Davison  Jr. 

186 

San  Francisco 

64 

1,200 

Engineering,  construction 

Bechtel,  Stephen  Davison  Sr.  • 

329 

Oakland 

dec. 

- 

Engineering,  construction 

Behring,  Kenneth  Eugene  * 

278 

Blackhawk,  Calif. 

61 

300 

Developer 

Belfer,  Arthur  Bejer 

257 

NYC 

82 

360 

Oil,  real  estate 

Belk  family 

292 

Charlotte,  N.C. 

- 

360 

Retailing 

Belz  family 

292 

Memphis 

- 

350 

Real  estate 

Bennett,  William  Gordon 

237 

Las  Vegas 

64 

445 

Circus  Circus 

Berkley,  William  Robert 

237 

Greenwich,  Conn. 

43 

440 

Food  processing,  insurance 

Bernstein,  Richardt 

334 

NYC 

42 

250 

Publishing,  real  estate 

Berry,  Jack  Monteith  Sr. 

262 

Winter  Haven,  Fla. 

72 

350 

Citrus 

Berry,  John  William  Sr. 

237 

Dayton,  Ohio 

67 

450 

Yellow  Pages 

Binger,  Virginia  McKnight  • 

330 

NYC 

73 

- 

Inheritance  |3M| 

Bingham  family 

292 

Louisville 

- 

350 

Newspapers 

Blaustein,  Morton  K. 

208 

Baltimore 

62 

660 

Inheritance  (oil) 

Block,  William  • 

330 

Pittsburgh 

74 

— 

Media 

Bluhm,  Neil  Gary 

204 

Winnetka,  111. 

51 

750 

Real  estate 

Borg,  Malcolm  Austin 

232 

Englewood,  N.J. 

51 

450 

Publishing,  broadcasting 

Bredin,  Octavia  Mary  du  Pont 

260 

Greenville,  Del. 

76 

350 

Inheritance  (Du  Pont  Co.) 

Bren,  Donald  Leroy 

162 

Newport  Beach,  Calif. 

57 

1,850 

Real  estate 

Bright,  Harvey  Roberts  (Bum]  • 

329 

Dallas 

69 

- 

Oil,  real  estate,  banks 

Broad,  Eli  • 

276 

Los  Angeles 

56 

310 

Kaufman  &  Broad 

tumee     •Dropoui     iNr.ir  miss 
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Electronic  components  are  a  bit  like  this. 


. 


The  peppery  furrow 
mussel  lives  a  protec- 
ted life  snug  inside  its 
tightly  sealed  shell. 
Two  siphons  confronts 
feeding  cycle. 


Certain  electronic 
components  require 
hermetic  seals,  too. 
Schott's  glass-to-me- 
tal seals  safely  isolate 
the  protecting  package 
from  its  connecting 
wire. 


Nestled  a  few  inches  down  in 
the  sand,  the  peppery  furrow 
mussel  waits  for  the  tide  to 
come  in.  Like  some  bivalve 
snorkeler,  when  the  water  is  up 
it  raises  its  two  siphons  to  trap 
food  and  get  rid  of  waste.  Its 
two  shells  remain  clamped 
tight,  protecting  it  from  outside 
interference. 

Electronic  components 

built  with  Schott  packages 
work  on  the  same  principle. 
Like  shells  to  the  mussel  they 
provide  a  protective  case 
consisting  of  a  metal  cap  and 
matching  header  or  base. 
Their  innards  could  be  a 
quartz  crystal  or  any  other 
electronic  chip.  These  inner 
organs  work  accurately  and 
dependably  only  when 
hermetically    protected    from 


environmental  influences.  But, 
of  course,  they  still  have  to  be 
connected  to  the  outside  for 
electrical  input  and  output. 

How     can     this     be 

achieved  while  keeping  the 
hermetic  seal  intact?  For 
decades  Schott  has  been 
developing  special  glasses  to 
match  the  thermal  expansion 
characteristics  of  various  me- 
tals and  alloys.  Special  glass 
is  the  basic  component  for  the 
manufacture  of  glass-to-metal 
seals  between  connecting 
wires  and  the  base  metal  that 
ensures  a  hermetic  seal  and 
high  insulation  over  a  wide 
temperature  range. 

Glass -to -metal  seals 

are  only  one  example  of  how 
Schott's  innovative  develop- 
ment   responds    to    specific 


needs.  In  today's  world,  spe- 
cial glass  and  related  pro- 
ducts help  keep  technology 
advancing. 

Schott         worldwide: 

50,000  products,  42  pro- 
duction facilities,  represented 
in  more  than  100  countries 
with  $  1  billion  in  sales. 

Schott    in    the    USA: 

8  companies  employing  more 
than  1200  people. 

Would  you  like  to  know 

more  about  our  special  glass? 
Write  to  Schott  Corporation, 
Department  F 1 1 , 3  Odell  Plaza, 
Yonkers,  NY  10701. 


ra  SCHOTT 

Nobody  knows  more  about  glass. 
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Name 

Page 

Residence 

Age 

Worth 

($mil) 

Primary  sources 

Bronfman,  Edgar  Miles 

160 

NYC 

60 

$2,000 

Seagram  Co. 

Brown,  Harold 

224 

Boston 

64 

500 

Real  estate 

Brown,  Jack  E. 

247 

Midland,  Tex. 

64 

400 

Oil,  investments 

Brown  family 

296 

Louisville 

- 

1,000 

Whiskey 

Buffett,  Warren  Edward 

152 

Omaha 

59 

4,200 

Stock  market 

Bullitt  family 

296 

Seattle 

- 

600 

Broadcasting 

Busch,  August  Anheuser  Jr.* 

172 

St.  Louis 

dec. 

1,500 

Anheuser-Busch 

Butt,  Charles  C. 

284 

San  Antonio,  Tex. 

51 

300 

Grocery  stores 

Buttner,  Jean  Bernhard  • 

331 

NYC 

55 

- 

Inheritance  (Value  Line) 

c 

Cabot  family 

296 

Boston 

- 

330 

Cabot  Corp. 

Cafaro,  William  Michael  + 

223 

Youngstown,  Ohio 

76 

500 

Shopping  malls 

Cain,  Gordon  A.t 

335 

Houston 

77 

250 

Leveraged  buyouts 

Campbell  family 

296 

Hawaii,  et  al 

- 

700 

Real  estate 

Cargill,  James  R. 

205 

Minneapolis 

66 

700 

Inheritance  (Cargill,  Inc.) 

Cargill,  Margaret 

205 

La  Jolla,  Calif. 

69 

700 

Inheritance  (Cargill,  Inc.) 

Cargill/MacMillan  families 

296 

Minneapolis,  et  al 

- 

4,800 

Cargill,  Inc. 

Carlson,  Curtis  Leroy 

199 

Long  Lake,  Minn. 

75 

925 

Entrepreneur 

Carpenter,  Robert  Ruliph  Jr.  • 

330 

Montchamn,  Del. 

74 

- 

Inheritance  (Du  Pont  Co.) 

Carr,  Oliver  Taylor  Jr.  • 

330 

Washington,  DC. 

64 

- 

Real  estate 

Carter,  Donaldt 

332 

Coppell,  Tex. 

56 

270 

Direct  selling 

Caruth,  William  Walter  Jr. 

224 

Dallas 

77 

500 

Real  estate 

Carver,  Lucille  * 

272 

Muscatine,  Iowa 

72 

320 

Inheritance  (Bandag,  Inc.) 

Chambers,  Anne  Cox 

156 

Atlanta 

69 

2,500 

Inheritance 

Chandler  family 

296 

Los  Angeles,  et  al 

- 

1,700 

Times  Mirror  Co. 

Chase,  David  Theodore 

278 

West  Hartford,  Conn. 

60 

300 

Real  estate,  media 

Clapp,  Norton 

232 

Seattle 

83 

450 

Inheritance  (Weyerhaeuser) 

Clark,  Alfred  James 

247 

Easton,  Md. 

61 

400 

Construction,  real  estate 

Clark  family 

296 

Cooperstown,  NY. 

- 

350 

Singer  Manufacturing  Co. 

Close  family 

297 

Fort  Mill,  S.D. 

- 

450 

Textiles 

Cohen,  Arthur  G.  * 

264 

Kings  Point,  NY. 

59 

350 

Real  estate 

Cohen  family 

297 

NYC  area 

- 

450 

Real  estate 

Cohn,  Seymour 

236 

Palm  Beach  County,  Fla. 

79 

450 

Real  estate 

Collier,  Miles  Carnes  • 

331 

Naples,  Fla. 

42 

- 

Real  estate,  investments 

Collier  family 

297 

Naples,  Fla. 

- 

1,000 

Real  estate 

Comer,  Gary  Campbell 

257 

Chicago 

61 

360 

Lands'  End 

Congel,  Robert  J.  * 

279 

Syracuse,  NY. 

54 

300 

Shopping  malls 

Connell,  Grover 

262 

Westfield,  N.J. 

71 

350 

Food,  equipment  leasing 

Conover,  Catherine  Mellon  • 

330 

Washington,  D.C. 

53 

- 

Inheritance 

Cook,  Jane  Bancroft 

213 

Cohasset,  Mass. 

77 

635 

Inheritance  (Dow  Jones) 

Cook,  William  Alfred 

279 

Bloomington,  Ind. 

58 

300 

Catheters 

Cooke,  Jack  Kent 

182 

Middleburg,  Va. 

76 

1,250 

Real  estate,  investments 

Cooke,  Phoebe  Hearst 

199 

San  Francisco 

62 

438 

Inheritance  (media) 

Coors  family 

298 

Golden,  Colo. 

- 

370 

Beer 

Copley,  Helen  Kinney 

200 

La  Jolla,  Calif. 

66 

865 

Publishing 

Cotsen,  Lloyd  Edward 

264 

Bel  Air,  Calif. 

60 

345 

Neutrogena  Corp. 

Coulter,  Wallace  Henry 

205 

Miami  Springs,  Fla. 

77 

700 

Blood 

Cowles  (Gardner)  family 

298 

Minneapolis,  et  al 

- 

800 

Newspapers 

Cowlcs  (William)  family 

298 

Spokane,  Wash. 

- 

430 

Newspapers 

Cox,  Edwin  Lochndge  Sr 

284 

Dallas 

67 

300 

Oil 

Cox,  |ohn  Lee  • 

329 

Midland,  Tex. 

64 

- 

Oil 

Cox,  William  Coburn  li 

272 

London,  England 

58 

320 

Inheritance  (Dow  Jones) 

Crain,  Gertrude  Ramsay 

268 

Chicago 

78 

330 

Publishing 

•  I  uh  .liter  |ui---.  closing 
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Name 

Page 

Residence 

Age 

Worth 

(Smil) 

Primary  sources 

Crow,  Fred  Trammell 

281 

Dallas 

75 

$300 

Real  estate 

Crown,  Lester  (and  family) 

160 

Wilmette,  Ill- 

64 

2,150 

Inheritance,  industrialist 

Cullen  family 

298 

Houston 

- 

1,300 

Oil 

Culverhouse,  Hugh  Franklin 

256 

Tampa 

70 

365 

Real  estate,  banking,  sports 

D 

Danner,  Raymond  L.  • 

331 

Nashville 

64 

- 

Shoney's 

Darden,  Constance  Simons 
du  Pont  •& 

260 

Norfolk,  Va. 

85 

350 

Inheritance  (Du  Pont  Co.) 

Davenport,  Elizabeth  Lupton 

270 

Lookout  Mountain,  Tenn. 

56 

325 

Coca-Cola  bottler 

Davidowitz,  Joseph  Morton  • 

330 

Lawrence,  N.Y. 

60 

- 

Stock  market 

Davidson,  William  Morse 

218 

Bloomfield  Hills,  Mich. 

66 

550 

Guardian  Industries  Corp. 

Davis,  Marvin  Harold 

168 

Beverly  Hills 

64 

1,700 

Oil,  entertainment,  real  estate 

Davis,  Shelby  Cullom 

230 

Tarrytown,  N.Y. 

SO 

490 

Investment  banking 

Davis  family 

298 

Jacksonville,  Fla.,  et  al 

- 

945 

Winn-Dixie  Stores 

Dayton  family 

298 

Minneapolis 

- 

1,300 

Dayton  Hudson 

de  Menil  family 

298 

Houston 

- 

400 

Inheritance 

de  Young  family 

301 

San  Francisco 

- 

810 

Newspapers 

DeBartolo,  Edward  John 

174 

Boardman,  Ohio 

80 

1,400 

Shopping  centers 

Dedman,  Robert  Henry 

205 

Dallas 

63 

700 

Country  clubs 

DeVos,  Richard  Marvin> 

276 

Ada,  Mich. 

63 

315 

Amway  Corp. 

Dikeou  family 

301 

Denver;  Orlando,  Fla. 

- 

330 

Real  estate 

DiLorenzo  family 

302 

NYC 

- 

500 

Real  estate 

Disney,  Roy  Edward 

208 

Los  Angeles 

59 

660 

Walt  Disney  Co. 

Disney  family 

302 

Los  Angeles 

- 

850 

Walt  Disney  Co. 

Dittmer,  Thomas  Henry 

278 

Lake  Forest,  111. 

47 

300 

Commodities 

Dixon,  Fitz  Eugene  Jr.  • 

281 

Lafayette  Hill,  Pa. 

66 

300 

Inheritance 

Dixon,  Suzanne  Searle 

330 

Lake  Forest,  111. 

58 

- 

Inheritance  (G.D.  Searle) 

Dolan,  Charles  Francis 

200 

Oyster  Bay,  N.Y. 

63 

860 

Cable  television 

Donnelley  family 

302 

Chicago  origin 

- 

1,110 

R.R.  Donnelley  &  Sons 

Dorrance,  Bennett  * 

208 

Paradise  Valley,  Ariz. 

43 

660 

Inheritance  (Campbell  Soup) 

Dorrance,  John  Thompson  III  * 

208 

Devil's  Tower,  Wyo. 

45 

660 

Inheritance  (Campbell  Soup) 

Dorrance,  John  Thompson  Jr.  • 

329 

Gladwyne,  Pa. 

dec. 

- 

Campbell  Soup 

Draper,  Irene  Carpenter 

330 

Montchanin,  Del. 

78 

- 

Inheritance  (Du  Pont  Co.) 

Dreiseszun,  Sherman  W. 

265 

Kansas  City,  Mo. 

65 

330 

Real  estate,  banks 

Duchossois  Richard  Louis 

257 

Barrington,  111. 

68 

360 

Manufacturing,  broadcasting 

Duda  family 

302 

Oviedo,  Fla. 

- 

350 

Agriculture 

Duke,  Doris 

201 

Somerville,  N.J. 

76 

850 

Inheritance 

du  Pont,  Alexis  Felix  Jr. 

261 

Wilmington,  Del. 

83 

350 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Helena  Allaire  Crozer  • 

331 

Chesapeake  City,  Md. 

76 

- 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Irenee  Jr.  -&- 

260 

Montchanin,  Del. 

69 

350 

Inheritance  (Du  Pont  Co.) 

du  Pont,  Willis  Harrington  fz 

277 

Palm  Beach,  Fla. 

53 

300 

Inheritance  (Du  Pont  Co.) 

du  Pont  (Pierre  Samuel  II)  family 

302 

Wilmington,  Del.,  et  al 

- 

8,000 

Inheritance  (Du  Pont  Co.) 

du  Pont  (William)  family 

303 

Wilmington,  Del.,  et  al 

- 

830 

Inheritance  (Du  Pont  Co.) 

Durst,  David  M. 

265 

Chappaqua,  N.Y. 

64 

333 

Real  estate 

Durst,  Royal  H. 

265 

Westchester  Cty.,  N.Y. 

70 

333 

Real  estate 

Durst,  Seymour  B. 

265 

NYC 

76 

333 

Real  estate 

Dyson,  Charles  Henry 

220 

NYC 

80 

530 

Conglomerator 

E 

Earhart,  Anne  Catherine  Getty* 

268 

Seattle 

37 

330 

Inheritance  (oil) 

Edson,  John  Orin 

230 

Seattle 

56 

475 

Manufacturing,  leisure  craft 

Ellis,  Alpheus  Lee 

230 

Tarpon  Springs,  Fla. 

83 

490 

Banking,  real  estate 

WNew  entry     -irReturnee     "Dropout     tNear  miss. 
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In  1974,  the  (p^K  SAMSUNG  GROUP  sold  $0.5  million  worth  of  semiconductors.  By  1988  it  hac 
increased  sales  to  $905  million  a  year;  making  it  the  fastest-growing  producer  in  the  world 
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Name 

Page 

Residence 

Age 

Worth 

(Smil) 

Primary  sources 

Ellison,  Lawrence  J. 

213 

Atherton,  Calif. 

45 

$635 

Oracle  Corp. 

Engelhard,  fane  B. 

262 

Far  Hills,  N.J. 

71 

350 

Inheritance 

Evans,  James  Emmett 

252 

Dade  City,  Fla. 

89 

400 

Citrus  grower 

Evans,  Thomas  Mellon 

264 

NYC 

79 

345 

Investments 

F 

Feeney,  Charles  F. 

164 

London 

58 

1,700 

Duty  Free  Shoppers 

Fielding,  William  Arthur  Jr. 

257 

Macon,  Ga. 

57 

355 

Charter  Medical  Corp. 

Field,  Frederick  Woodruff 

224 

Beverly  Hills 

37 

500 

Inheritance  (media] 

Field,  Marshall  V 

224 

Lake  Forest,  111. 

48 

460 

Inheritance,  real  estate,  media 

Fireman,  Paul  B. 

254 

Newton,  Mass. 

45 

380 

Reebok 

Fisher,  Donald  George 

226 

San  Francisco 

61 

500 

The  Gap 

Fisher,  Lawrence 

24S 

NYC 

79 

400 

Real  estate 

Fisher,  Max  Martin 

237 

Detroit,  NYC 

81 

440 

Oil,  investments 

Fisher,  Zachary 

248 

NYC 

Ts 

400 

Real  estate 

Flatley,  Thomas  John 

218 

Milton,  Mass. 

58 

560 

Real  estate 

Flint,  Lucile  Evelina  du  Pont-fc 

260 

Greenville,  Del. 

74 

350 

Inheritance  (Du  Pont  Co.) 

Forbes,  Malcolm  Stevenson 

226 

Far  Hills,  N.J. 

70 

- 

Publishing,  real  estate,  art 

Ford,  Josephine  Clay 

200 

Grosse  Pointe  Farms,  Mich. 

66 

515 

Inheritance  (Ford  Motor  Co.) 

Ford,  Kenneth  William  • 

330 

Roseberg,  Ore. 

81 

- 

Timber 

Ford,  William  Clay 

200 

Grosse  Pte.  Shores,  Mich. 

64 

860 

Inheritance  (Ford  Motor  Co.) 

Ford  family 

303 

Grosse  Pointe,  Mich. 

- 

2,000 

Inheritance  (Ford  Motor  Co.) 

Forman,  Michael  Robert* 

236 

Bel  Air,  Calif. 

54 

450 

Theaters,  inheritance 

Frankino,  Samuel  Joseph 

284 

Palm  Beach,  Fla. 

65 

300 

Agency  Rent-A-Car 

Freeman,  Mansfield 

226 

Greensboro,  Vt. 

94 

360 

Insurance 

Fribourg,  Michel 

201 

NYC 

76 

800 

Grain  trader 

Fuqua,  John  Brooks  • 

330 

Atlanta 

71 

- 

Entrepreneur 

G 

Galbreath,  Daniel  Mauck 

:  -i 

Columbus,  Ohio 

61 

390 

Real  estate 

Galesi,  Francesco 

279 

NYC 

58 

300 

Real  estate,  telecommunications 

Gallo,  Ernest 

261 

Modesto,  Calif. 

80 

350 

Wine 

Gallo,  Julio 

261 

Modesto,  Calif 

78 

350 

Wine 

Galvin,  Robert  William 

236 

Barnngton  Hills,  111. 

67 

450 

Motorola 

Gates,  Charles  Cassius  Jr. 

223 

Denver 

68 

500 

Gates  Corp. 

Gates,  William  Henry  III 

182 

Seattle 

33 

1,250 

Microsoft 

Gaylord,  Edward  Lewis 

192 

Oklahoma  City 

70 

1,000 

Media,  real  estate 

Geffen,  David 

230 

Mahbu,  Calif. 

46 

490 

Music 

Getty,  Caroline  Marie* 

268 

San  Francisco 

32 

330 

Inheritance  (oil) 

Getty,  Eugene  Paul  (J.  Paul  Jr.)-fr 

281 

London 

57 

300 

Inheritance  (oil) 

Getty,  Gordon  Peter 

186 

San  Francisco 

55 

1,200 

Inheritance  (oil) 

Glazer,  Guilford 

242 

Beverly  Hills 

68 

420 

Real  estate 

Goldman,  Alfred  Dreyfusii- 

252 

Oklahoma  City 

51 

400 

Real  estate,  investments 

Goldman,  Lillian 

252 

NYC 

67 

400 

Inheritance 

Goodman,  Murray  Henry  • 

330 

Palm  Beach,  Fla. 

63 

260 

Real  estate 

Goodson,  Mark  Les 

262 

NYC,  Beverly  Hills 

74 

350 

Game  shows 

Gore  family 

304 

Newark,  Del. 

- 

500 

Gore-Tex 

Gottwald,  Bruce  Cobb 

277 

Richmond,  Va. 

56 

305 

Ethyl  Corp. 

Gottwald,  Floyd  Dewey  Jr. 

277 

Charlottesville,  Va. 

67 

305 

Ethyl  Corp. 

Gould,  Kingdon  Jr.* 

284 

Laurel,  Md. 

65 

290 

Real  estate 

Graham,  Donald  E  * 

390 

Washington,  D.C. 

44 

390 

Washington  Post  Co. 

Graham,  Kath.r 

490 

Washington,  D.C. 

72 

490 

Washington  Post  Co. 

Green,  Dorothy  (Dolly)  • 

330 

Beverly  Hills 

80s 

- 

Inheritance  (oil) 
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Is  this  how  your  worldwide  long 
listance  company  sees  the  world? 


£?*? 


Whoever  said  it's  a  small  world  must  have  been  trying 
0  call  with  our  competition.  Because  there  are  over  45 
:ountries  they  don't  reach.  With  AT&T,  your  international 
jailing  needs  can  grow  right  along  with  your  business. 
Only  AT&T's  Worldwide  Intelligent  Network  lets  you  call 
rlearly  and  quickly  to  over  200  countries.  Because  no  one 
ilse  gives  you  AT&T's  commitment  to  quality  Or  service. 

So  why  use  someone  who  doesn't  see  the  world 
:  )f  opportunity  quite  as  big  as  you  do? 


For  more  information,  call  an  AT&T  representative 
at  1  800  222-0400,  Ext.  1277. 


AT&T 

The  right  choice. 


1989  AT&T 
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Name 

Page 

Residence 

Age 

Worth 

i$mil) 

Primary  sources 

Green,  Pincus 

204 

Zug,  Switzerland 

55 

$775 

Commodities  trader 

Greenberg,  Maurice  Raymond 

226 

NYC 

64 

490 

American  International  Group 

Greenewalt,  M.  L.  du  Pont-fr 

260 

Greenville,  Del. 

87 

350 

Inheritance  (Du  Pont  Co.) 

Griffin,  Ben  Hill  Jr. 

254 

Avon  Park,  Fla. 

79 

390 

Citrus  grower 

Griffin,  Mervyn  Edward 

281 

Beverly  Hills 

64 

300 

Television 

Gruss,  Joseph  S. 

237 

NYC 

86 

450 

Oil,  investments 

Guccione,  Robert  Chas.  Jos.  Ed.  S. 

•  329 

NYC 

57 

- 

Publishing 

Guirlinger,  Austin  Edward 

331 

Columbus,  Ohio 

63 

- 

Modular  homes 

Gund  family 

304 

Cleveland  origin 

- 

1,100 

Inheritance 

H 

Haas,  Fritz  Otto 

24N 

Ambler,  Pa. 

74 

400 

Rohm  &  Haas 

Haas,  John  Charles 

24K 

Villanova,  Pa. 

71 

400 

Rohm  &.  Haas 

Haas  family 

304 

San  Francisco 

- 

700 

Levi  Strauss  &.  Co. 

Haft  family 

304 

Washington,  D.C. 

- 

400 

Retailing,  real  estate 

Hall,  Donald  Joyce 

212 

Mission  Hills,  Kans. 

61 

650 

Hallmark  Cards 

Hamilton,  Dorrance  Hill 

230 

Strafford,  Pa. 

61 

450 

Inheritance  (Campbell  Soup) 

Hammons,  John  Quentin 

268 

Springfield,  Mo. 

65 

330 

Real  estate 

Harbert,  John  Murdoch  III 

216 

Birmingham,  Ala. 

68 

600 

Construction,  investments 

Hardie,  Mary  Jane  Hoiles 

248 

Marysville,  Calif. 

67 

400 

Publishing 

Hardy,  Joseph  Alexander 

256 

Pittsburgh 

66 

370 

Building  supplies 

Haseotes  family 

304 

Massachusetts  area 

- 

600 

Convenience  stores 

Hearst,  David  Whitmire  Jr. 

199 

Los  Angeles 

44 

438 

Inheritance  (media) 

Hearst,  George  Randolph  Jr. 

199 

Los  Angeles 

62 

438 

Inheritance  (media) 

Hearst,  Randolph  Apperson 

199 

NYC 

73 

876 

Inheritance  (media) 

Hearst,  William  Randolph  Jr. 

199 

NYC 

81 

876 

Inheritance  (media) 

Heinz,  Henry  John  III 

231 

Fox  Chapel,  Pa. 

51 

460 

H.J.  Heinz  Co. 

Helmsley,  Harry  Brakmann 

167 

NYC 

80 

1,700 

Real  estate 

Hemmeter,  Christopher  Bagwell  • 

330 

Kahala  Beach,  Hawaii 

50 

- 

Real  Estate 

Hess,  Leon 

218 

NYC 

75 

S60 

Amerada  Hess  Corp. 

Hewlett,  William  Redington 

188 

Portola  Valley,  Calif. 

76 

1,100 

Hewlett-Packard 

Hickingbotham,  Frank  Delanot 

332 

Little  Rock,  Ark. 

53 

250 

TCBY  Enterprises 

Hill,  Margaret  Hunt 

186 

Dallas 

73 

1,200 

Inheritance  (oil) 

Hillenbrand  family 

304 

Batesville,  Ind. 

- 

895 

Caskets 

Hillman,  Henry  Lea 

167 

Pittsburgh 

70 

1,700 

Industrialist,  venture  capital 

Hillman,  Howard  Butcher* 

242 

Greenwich,  Conn. 

55 

420 

Inheritance 

Hillman,  Tatnall  Lea* 

242 

Radnor,  Pa. 

51 

420 

Inheritance 

Hilton,  William  Barron 

182 

Los  Angeles 

61 

1,250 

Hilton  Hotels 

Hines,  Gerald  Douglas  • 

329 

Houston 

64 

- 

Real  Estate 

Hixon  family 

308 

Pasadena,  Calif. 

- 

670 

Connectors 

Hobby,  Oveta  Culp 

212 

Houston 

84 

650 

Media 

Hoiles,  Harry  Howard 

248 

Santa  Ana,  Calif. 

73 

400 

Publishing 

Hollingsworth,  John  D* 

204 

Greenville,  S.C. 

71 

750 

Textile  machinery 

Horvitz,  Harry  R.  • 

330 

Cleveland 

69 

- 

Inheritance 

Horvitz,  Leonard  C.  • 

330 

Cleveland 

66 

- 

Inheritance 

Horvitz,  William  D.  • 

330 

Hollywood,  Fla. 

63 

- 

Inheritance 

Horvitz  family 

308 

Cleveland  origin 

- 

690 

Inheritance 

Hostetter,  Amos  Barr  Jr. 

223 

Boston 

52 

500 

Cable  TV 

Houghton  family 

308 

Coming,  NY. 

- 

500 

Corning  Glass  Works 

Howard,  Robert  Staples 

214 

Rancho  Santa  Fe,  Calif. 

65 

600 

Publishing 

Hubbard,  Stanley  Stub 

257 

St.  Mary's  Point,  Minn. 

56 

360 

Broadcasting 

Huffington,  Roy  Michael 

246 

Houston 

71 

410 

Oil 

Hughes  family 

308 

California,  Nevada 

- 

1,800 

Inheritance 

Hunt,  Caroline  Rose 


201 


Dallas 


66 


800 


Inheritance  (oil),  real  estate 
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Hunt,  Johnnie  Bryan 

288 

Goshen,  Ark. 

62 

$280 

Trucking 

Hunt,  Ray  Lee 

174 

Dallas 

46 

1,400 

Inheritance,  oil,  real  estate 

Hunting  family 

308 

Grand  Rapids,  Mich. 

- 

1,300 

Steelcase 

Huntsman,  Jon  M.* 

236 

Salt  Lake  City,  Utah 

52 

450 

Plastics 

I 

Icahn,  Carl  Celian 

186 

Bedford,  N.Y. 

53 

1,200 

Financier 

Idema  family 

308 

Grand  Rapids,  Mich. 

- 

1,300 

Steelcase 

Imperatore,  Arthur  Edward  • 

329 

NYC 

64 

- 

Trucking,  real  estate 

Ingersoll,  Ralph  McAllister  II* 

264 

Lakeville,  Conn. 

43 

345 

Publishing 

J 

Jacobs,  David  H.  • 

331 

Bay  Village,  Ohio 

68 

- 

Shopping  centers 

Jacobs,  Irwin  Lawrence  • 

330 

Minneapolis 

48 

- 

Investments 

Jacobs,  Jeremy  Maurice 

214 

East  Aurora,  N.Y. 

49 

625 

Sports  concessions 

Jacobs,  Richard  E. 

222 

Lakewood,  Ohio 

64 

505 

Shopping  centers 

Jamail,  Joseph  Dahr  Jr.* 

270 

Houston 

63 

325 

Lawyer 

Jobs,  Steven  Paul-fr 

250 

Woodside,  Calif. 

34 

400 

Computers 

Johnson,  Barbara  Piasecka 

216 

Princeton,  N.J. 

52 

570 

Inheritance 

Johnson,  Edward  Crosby  III 

214 

Boston 

59 

600 

Investment  management 

Johnson,  Samuel  Curtis 

205 

Racine,  Wis. 

61 

690 

S.C.  Johnson  &  Sons 

Johnson  family 

309 

Scattered 

- 

670 

Inheritance  (Johnson  &  Johnson) 

Jordan  family 

309 

Boston  origin 

- 

865 

Inheritance 

K 

Kalikow,  Peter  Stephen 

218 

NYC 

46 

570 

Real  estate 

Kalmanovitz,  Lydia  • 

329 

Tiburon,  Calif. 

84 

- 

Beer 

Kaskel,  Howard 

218 

NYC 

52 

560 

Real  estate 

Kauffman,  Ewing  Marion 

176 

Mission  Hills,  Kans. 

73 

1,300 

Marion  Laboratories 

Keck,  Howard  Brighton 

279 

Los  Angeles 

76 

300 

Superior  Oil  Co. 

Keck,  William  Myron  • 

330 

Los  Angeles 

47 

- 

Superior  Oil  Co. 

Keinath,  Pauline  MacMillan 

231 

Unknown 

55 

466 

Inheritance  (Cargill,  Inc.) 

Kelley  family 

310 

Honolulu,  Hawaii 

- 

580 

Hotels 

Kelly,  William  Russell 

218 

Troy,  Mich. 

83 

550 

Kelly  Services 

Kennedy  family 

310 

Boston  origin 

- 

800 

Inheritance 

Kerkorian,  Kirk 

176 

Beverly  Hills 

72 

1,300 

Investments 

King  family 

310 

Short  Hills,  N.J.;  NYC, 

et  al 

385 

King  World  Productions 

Kleberg  family 

310 

King  Ranch,  Tex. 

- 

950 

Inheritance 

Kluge,  John  Werner 

152 

Charlottesville,  Va. 

75 

5,200 

Metromedia 

Knapp,  Cleon  T.  (Bud)* 

279 

NYC 

52 

300 

Publishing 

Knight,  James  Landon 

276 

Bal  Harbour,  Fla. 

80 

310 

Knight-Ridder,  Inc. 

Knight,  Philip  Hampson 

204 

Beaverton,  Ore. 

52 

760 

Nike,  Inc. 

Koch,  Charles  de  Ganahl 

166 

Wichita,  Kans. 

53 

1,700 

Inheritance  (oil  services) 

Koch,  David  Hamilton 

166 

NYC 

49 

1,700 

Inheritance  (oil  services) 

Koch,  Frederick  Robinson 

213 

NYC,  Monaco 

55 

500 

Inheritance  (oil  services) 

Koch,  William  Ingraham 

213 

Palm  Beach,  Fla. 

49 

650 

Inheritance  (oil  services) 

Kogod,  Arlene  Smith  • 

331 

Washington,  D.C. 

55 

- 

Real  estate 

Kohlberg,  Jerome  Spiegel  Jr. 

247 

Mount  Kisco,  N.Y. 

64 

300 

Leveraged  buyouts 

Kohler  family 

310 

Kohler,  Wis.  origin 

- 

490 

Plumbing  fixtures 

Kozmetsky,  George  • 

330 

Austin,  Tex. 

72 

- 

Teledyne 

Kravis,  Henry  R. 

247 

NYC 

45 

400 

Leveraged  buyouts 

Krehbiel,  John  Hammond  Sr.  • 

331 

Downers  Grove,  111. 

83 

- 

Molex  Inc. 
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Krehbiel  family 

310 

Illinois  area 

- 

$450 

Molex  Inc. 

Kroc,  Joan  Beverly 

199 

Rancho  Santa  Fe,  Calif. 

61 

950 

Inheritance  (McDonald's) 

L 

Landegger,  Carl  Clement 

232 

NYC 

59 

450 

Paper  Mills 

Landegger,  George  Francis 

232 

NYC 

51 

450 

Paper  Mills 

Lauder,  Estee 

223 

NYC 

81 

500 

Cosmetics 

Lauder,  Leonard  Alan 

223 

NYC 

56 

500 

Cosmetics 

Lauder,  Ronald  Steven 

223 

NYC 

45 

500 

Cosmetics 

Laughlin,  Donald  Joseph  t 

335 

Laughlin,  Nev. 

58 

230 

Gambling 

Lauren,  Ralph 

220 

NYC  &  vicinity 

50 

550 

Apparel 

Lawrence,  M.  Larry 

224 

San  Diego 

63 

500 

Real  estate 

Lebensfeld,  Harry* 

272 

NYC 

85 

325 

UIS,  Inc. 

LeBow,  Bennett  Stephen  • 

329 

Saddle  River,  N.J. 

51 

- 

Financier 

LeFrak,  Samuel  Jayson 

168 

NYC 

71 

1,700 

Real  estate 

Lerner,  Alfred 

255 

Shaker  Heights,  Ohio 

56 

370 

Banking,  real  estate 

Lerner,  Theodore  Nathan 

252 

Chevy  Chase,  Md. 

63 

400 

Real  estate 

Lilly  family 

310 

Indianapolis,  et  al 

- 

1,800 

Pharmaceuticals 

Lindemann,  George  L.* 

232 

NYC;  Greenwich,  Conn. 

53 

460 

Cable  TV,  cellular  phones 

Lindner,  Carl  Henry  II 

201 

Cincinnati 

70 

830 

Insurance,  banking 

Litwin,  Leonard 

288 

NYC 

73 

280 

Real  estate 

Louis,  John  Jeffry  Jr. 

256 

Winnetka,  111. 

64 

360 

Inheritance  (Johnson  Wax) 

Ludwig,  Daniel  Keith 

220 

NYC 

92 

550 

Shipping,  real  estate 

Lupton,  John  Thomas 

270 

Chattanooga,  Tenn. 

63 

325 

Coca-Cola  bottler 

Lurie,  Robert  Alfred 

246 

San  Francisco 

60 

415 

Real  estate,  inheritance 

Lurie,  Robert  Harris 

240 

Chicago 

47 

425 

Real  estate  investments 

Lykes  family 

312 

Florida,  et  al 

- 

800 

Shipping 

Lyon,  William 

260 

Coto  de  Caza,  Calif. 

66 

350 

Real  estate 

M 

MacElree,  Jane  Cox 

272 

Newtown  Square,  Pa. 

60 

320 

Inheritance  (Dow  Jones) 

Mack  family 

312 

NYC  area 

- 

500 

Real  estate 

MacMillan,  Cargill 

231 

Minneapolis 

62 

466 

Inheritance  (Cargill,  Inc.) 

MacMillan,  John  Hugh  III 

231 

Hillsboro  Beach,  Fla. 

61 

466 

Inheritance  (Cargill,  Inc.) 

MacMillan,  Whitney 

231 

Minneapolis 

60 

466 

Inheritance  (Cargill,  Inc.) 

MacMillan,  W.  Duncan 

231 

Wayzata,  Minn. 

59 

466 

Inheritance  (Cargill,  Inc.) 

Magness,  Bob  John 

213 

Englewood,  Colo. 

65 

645 

Cable  TV 

Malkin,  Judd  David 

204 

Winnetka,  111. 

51 

750 

Real  estate 

Malone,  Mary  Alice  Dorrance* 

208 

Coatesville,  Pa. 

39 

660 

Inheritance  (Campbell  Soup) 

Mandel,  Jack  N.-fr 

284 

Shaker  Heights,  Ohio 

77 

297 

Premier  Industrial  Corp. 

Mandel,  Joseph  C.-& 

284 

Lyndhurst,  Ohio 

75 

297 

Premier  industrial  Corp. 

Mandel,  Morton  L.-ft 

284 

Shaker  Heights,  Ohio 

68 

297 

Premier  Industrial  Corp. 

Manoogian,  Alex  • 

330 

Grosse  Pointe  Farms,  Mich. 

88 

- 

Masco  Corp. 

Manoogian,  Richard  Alexander 

255 

Grosse  Pointe  Farms,  Mich. 

53 

375 

Masco  Corp. 

Marion,  Anne  Burnett 

236 

Fort  Worth,  Tex. 

50 

450 

Inheritance 

Markkula,  Armas  Clifford 

272 

Woodside,  Calif 

47 

320 

Apple  Computer 

Marriott,  Alice  Sheets 

231 

Washington,  DC. 

82 

466 

Inheritance  (Marriott) 

Marriott,  John  Willard  Jr. 

231 

Chevy  Chase,  Md. 

57 

466 

Inheritance  (Marriott) 

Marriott,  Richard  Edwin 

231 

Potomac,  Md. 

50 

466 

Inheritance  (Marriott) 

Mars,  Forrest  Edward  Jr. 

172 

McLean,  Va. 

80s 

1,500 

Candy 

Mars,  Forrest  Edward  Sr. 

172 

Las  Vegas 

86 

1,500 

Candy 

Mars,  John  Frank  i 

172 

Arlington,  Va. 

54 

1,500 

Candy 

Marshall,  Barbara  Hall 

212 

Kansas  City,  Mo. 

66 

325 

Inheritance  (Hallmark  Cards) 
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W&16H  OIL :  IT'S  A  SUA? 


It  would  be  all  too  easy  to  meet 
our  increasing  electricity  de- 
mand with  foreign  oil.  How- 
ever, we  already  import  nearly 
50  percent  of  all  the  oil  we  use, 
an  excessive  dependence  that 
:ould  trap  us  again. 

But  the  more  we  use  nuclear 
energy  instead  of  oil,  to  generate 
electricity  the  less  we  have  to 
ely  on  foreign  oil.  Our  112  nu- 
:lear  electric  plants  already  have 


cut  foreign  oil  dependence  by 
4  billion  barrels  since  the  oil 
embargo  of  1973;  saving  us 
more  than  $115  billion  in  foreign 
oil  payments. 

But  112  nuclear  plants  will  not 
be  enough  to  meet  our  growing 
electricity  demand.  More  plants 
are  needed. 

We  can  help  America  avoid  the 
foreign  oil  trap  and  maintain 
our  energy  independence  by 


relying  more  on  our  own  re- 
sources;  like  nuclear  energy. 

For  a  free  booklet  on  nuclear 
energy  write  to 
the  U.S.  Council 
for  Energy  Aware- 
ness;  P.O.  Box 
66103;  Dept. 
BT09;  Washing- 
ton, D.C.  20035. 

U.S.  COUNCIL  FOR  ENERGY  AWARENESS 


Nuclear  energy  means  more  energy  independence. 


1989  USCEA 
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Marshall,  James  Howard  II* 

208 

Houston 

84 

$670 

Oil 

Marx,  Leonard  Maximilian 

277 

Scarsdale,  N.Y. 

8.5 

310 

Real  estate 

May,  Cordelia  Scaiie 

223 

Ligonier,  Pa. 

61 

500 

Inheritance 

May,  Irene  Sophie  du  Ponffr 

260 

Wilmington,  Del. 

88 

350 

inheritance  (Du  Pont  Co.) 

May,  Petert 

332 

NYC;  Bridgewater,  Conn. 

46 

250 

Leveraged  buyouts 

McCaw,  Bruce  R. 

220 

Seattle 

43 

490 

McCaw  Cellular 

McCaw,  Craig  O. 

220 

Seattle 

40 

550 

McCaw  Cellular 

McCaw,  John  Elroy  Jr. 

220 

Seattle 

38 

490 

McCaw  Cellular 

McCaw,  Keith  W. 

220 

Seattle 

36 

490 

McCaw  Cellular 

McClatchy  family 

312 

Sacramento,  Calif.,  et  al 

- 

700 

Newspapers 

McDonnell  family 

312 

St.  Louis 

- 

400 

McDonnell  Douglas 

McEvoy,  Nan  Tucker 

288 

San  Francisco 

70 

275 

Inheritance 

McGovem,  Patrick  Joseph 

246 

Nashua,  N.H. 

51 

410 

Publishing 

McGraw  family 

313 

NYC,  et  al 

- 

740 

McGraw-Hill 

McLane,  Robert  Drayton  Jr.* 

281 

Temple,  Tex. 

53 

300 

McLane  Co. 

Mead  family 

313 

Wisconsin  Rapids,  Wis. 

- 

725 

Consolidated  Papers 

Meijer,  Frederik  G.H.* 

331 

Grand  Rapids,  Mich. 

70 

- 

Retailing 

Meijer  family 

313 

Grand  Rapids,  Mich. 

- 

400 

Retailing 

Mellon,  Paul 

201 

Upperville,  Va. 

82 

850 

Inheritance 

Mellon,  Timothy  • 

330 

Manchester,  N.H. 

47 

- 

Inheritance 

Mellon  family 

313 

Upperville,  Va.,  et  al 

- 

4,200 

inheritance 

Mendik,  Bernard  H. 

256 

NYC 

60 

370 

Real  estate 

Meyer,  August  Christopher 

250 

Champaign,  111. 

88 

400 

Broadcasting 

Milken,  Michael  Robert 

178 

Encino,  Calif. 

43 

1,270 

Financier 

Milliken,  Gerrish  Hill 

199 

Greenwich,  Conn. 

72 

900 

Textiles 

Milliken,  Minot  King-fr 

199 

NYC 

73 

450 

Textiles 

Milliken,  Roger 

174 

Spartanburg,  S.C. 

73 

1,400 

Textiles 

Mills,  Alice  Francis  du  Pont 

261 

Middleburg,  Va. 

76 

350 

Inheritance  (Du  Pont  Co.) 

Milstein,  Paul 

240 

NYC 

67 

420 

Real  estate 

Milstein,  Seymour 

240 

NYC 

69 

420 

Real  estate 

Mitchell,  George  Phydias 

216 

Houston 

70 

590 

Oil,  real  estate 

Monaghan,  Thomas  Stephen 

220 

Ann  Arbor,  Mich. 

52 

530 

Pizza 

Moncrief,  William  Alvin  Jr. 

287 

Fort  Worth,  Tex. 

69 

290 

Oil  &  gas 

Moody,  Robert  Lee 

216 

Galveston,  Tex. 

54 

590 

American  National  Insurance 

Moore,  Gordon  Earle 

254 

Santa  Clara  County,  Calif. 

60 

380 

Intel  Corp. 

Moore,  Jerry  J. 

212 

Houston 

61 

650 

Shopping  centers 

Moran,  James  Martin* 

205 

Hillsboro  Beach,  Fla. 

71 

700 

Toyota 

Morgan,  Frank  Sherman 

265 

Kansas  City,  Mo. 

62 

330 

Real  estate,  banks 

Morris,  William  Shivers  III 

254 

Augusta,  Ga. 

55 

380 

Newspapers 

Mugar,  David  Graves 

288 

Boston 

50 

280 

Inheritance  (broadcasting) 

Murdoch,  Keith  Rupert 

168 

NYC 

58 

1,700 

Publishing 

Murdock,  David  Howard 

192 

Bel  Air,  Calif. 

66 

1,000 

Investments 

Murphy  family 

313 

El  Dorado,  Ark. 

- 

550 

Oil 

N 

Naify,  Marshall 

246 

San  Francisco 

69 

410 

Movie  theaters,  cable  TV 

Naify,  Robert  Allen 

246 

San  Francisco 

67 

410 

Movie  theaters,  cable  TV 

Newhouse,  Donald  Edward 

154 

NYC 

60 

2,600 

Publishing,  cable  TV 

Ncwhouse,  Samuel  Irving  Jr. 

154 

NYC 

61 

2,600 

Publishing,  cable  TV 

Nichols,  Miller 

281 

Prairie  Village,  Kans. 

78 

300 

Real  estate 

Nordstrom  family 

314 

Seattle 

- 

1,400 

Retailing 
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On  saving  lives  and  saving  time. 


"Over  one  hundred  men  and  women 

have  been  given  a  second  chance  at 

life  with  the  JARVIK®  7  artificial 

heart,  used  to  sustain  them  until  a 

natural  heart  could  be  found. 

^,     Many  are  now  living  normal 

lives  and  I  


know  they  have 

a  new-found  res^ 

for  the  importance  of  time 

All  the  advances  in  science  and  technology 
cannot  alter  the  number  of  hours  that  we  have 
each  day.  And  by  making  every  second  count, 
we'll  certainly  be  able  to  accomplish  much  more. 
Whether  it's  in  business  or  in  our  personal  lives. 

To  me,  effective  time  management  is  an 
extension  of  effective  thinking.  Most  ere-    r 
ative  ideas  are  enhanced  by  the  ability  to 
quickly  and  readily  get  them  down.  I  find 
that  dictation  helps  me  record  an  idea 
quickly  and  accurately,  be  it  a  draft  of  a 
scientific  paper  or  a  description  for  a  new 
invention.  Dictation  also  helps  me  com- 
pose letters  that  are  much  more  personal 


and  spontaneous. 
I've  developed  a  healthy  respect  for 
the  value  of  time  over  the  years,  and 
believe  that  it's  critical  for  us  to  recognize 
its  importance.  Managing  it  effectively 
can  be  a  real  life  saver." 

:taphone  has  many  products 
lelp  you  better  manage  your 
time.  From  portable 
recorders  to  voice 
delivery  systems  that 
let  you  leave  dicta- 
tion for  your  secretary 
hour  of  the  day  or  night. 
And  when  you're  on  the  road,  you  can  phone  in 
dictation  or  leave  a  message  for  anyone  in  the  office. 
At  the  heart  of  time  management, you'll  always 
find  Dictaphone  equipment. 

Dictaphone. 

Time  Management™ 


Call  1-800-433-0880 

for  more  information.  Or  mail  to:  Dictaphone 
Corporation,  3191  Broadbridge  Avenue 
Stratford,  CT  06497-2559 


GF10239 


Name- 


Company. 

Address 

Citv 


.Tide 
Phone 


.State 


Dict^.  :.-  Corpora Str  tS  rd,  CT  (  "">9  Dictaphone  Corp 


=jfp  Dictaphone 

A  Pitney  Bowes  Company 
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Page 

Residence 

Age 

Worth 

(Smill 

Primary  sources 

0 

Olsen,  Kenneth  Harry  • 

330 

Lincoln,  Mass. 

63 

- 

Digital  Equipment  Corp. 

O'Connor  family 

314 

Victoria,  Tex. 

- 

$450 

Inheritance 

O'Neill,  Richard  Jerome 

277 

San  Juan  Capistrano,  Calif. 

65 

300 

Inheritance  (real  estate) 

P 

Packard,  David 

162 

Los  Altos  Hills,  Calif. 

77 

1,900 

Hewlett-Packard 

Palevsky,  Max  • 

330 

Beverly  Hills 

65 

- 

Computers 

Paley,  William  S. 

220 

NYC 

88 

530 

CBS,  Inc. 

Pamplin,  Robert  Boisseau  • 

330 

Portland,  Ore. 

77 

- 

Textiles 

Park,  Roy  Hampton 

216 

Ithaca,  N.Y. 

79 

600 

Media 

Parker,  Jack 

261 

NYC;  Boca  Raton,  Fla. 

74 

350 

Real  estate 

Pasquerilla,  Frank  James 

262 

Johnstown,  Pa. 

63 

350 

Real  estate,  department  stores 

Paulson,  Allen  Eugene 

255 

Savannah,  Ga. 

67 

375 

Gulfstream  Aerospace  Corp. 

Paulucci,  Luigino  Francesco 

226 

Sanford,  Fla. 

71 

500 

Food  processing,  real  estate 

Pearson,  Edith  du  Pont  * 

277 

Montchanin,  Del. 

77 

300 

Inheritance  (Du  Pont  Co.) 

Peery,  Richard  Taylor 

265 

Palo  Alto,  Calif. 

49 

335 

Real  estate 

Peltz,  Nelson  * 

250 

Palm  Beach,  Fla. 

47 

400 

Leveraged  buyouts 

Pennington,  Claude  Bernard 

238 

Baton  Rouge,  La. 

89 

430 

Oil,  gas 

Pennington,  William  Norman 

237 

Reno,  Nev. 

66 

445 

Circus  Circus 

Perdue,  Franklin  Parsons 

261 

Salisbury,  Md. 

69 

350 

Chickens 

Perelman,  Ronald  Owen 

154 

NYC 

46 

2,750 

Leveraged  buyouts 

Perenchio,  Andrew  Jerrold 

230 

Bel  Air,  Calif. 

58 

485 

Television 

Perot,  Henry  Ross 

156 

Dallas 

59 

2,500 

Electronic  Data  Systems 

Perry,  Claire  Eugenia  Getty  * 

268 

New  Haven 

35 

330 

Inheritance  (oil) 

Petersen,  Robert  Einar 

236 

Beverly  Hills 

63 

450 

Publishing 

Petrie,  Milton  Jack 

199 

NYC 

87 

975 

Petrie  Stores 

Pew  family 

314 

Philadelphia  origin 

- 

500 

Inheritance 

Phipps  family 

314 

N.Y.  et  al 

- 

1,900 

Inheritance  (steel) 

Pictet,  Marion  MacMillan 

231 

Geneva 

56 

466 

Inheritance  (Cargill,  Inc.) 

Pigott  family 

314 

Seattle 

- 

800 

Inheritance  (Paccar) 

Pilaro,  Anthony  Martin 

256 

Southampton,  N.Y. 

53 

360 

Duty  Free  Shoppers 

Pitcairn  family 

314 

Bryn  Athyn,  Pa.,  et  al 

- 

725 

Inheritance 

Pogue,  Alfred  Mack  • 

330 

Dallas 

55 

- 

Real  estate 

Pohlad,  Carl  Ray 

205 

Minneapolis 

74 

700 

Banks,  investments 

Pontikes,  Kenneth  Nicholas  iz 

288 

Barnngton,  111. 

49 

280 

Comdisco,  Inc. 

Posner,  Victor  •& 

284 

Miami  Beach 

71 

295 

Financier 

Pntzker,  Jay  Arthur 

156 

Chicago 

6- 

2,350 

Financier,  manufacturing 

Pntzker,  Robert  Alan 

156 

Chicago 

63 

2,350 

Financier,  manufacturing 

Pulitzer  family 

314 

St.  Louis,  et  al 

- 

550 

Inheritance  (publishing) 

Pulham,  Eugene  Smith  • 

331 

Indianapolis 

75 

- 

Newspapers 

Pulham  family 

314 

Indianapolis,  et  al 

- 

600 

Newspapers 

R 

Rainwater,  Richard  Edward 

278 

Fort  Worth,  Tex. 

45 

300 

Investments 

Rangos,  John  G.  Sr.  • 

242 

Pittsburgh 

58 

415 

Solid  waste 

Redstone,  Sumner  Murray 

152 

Newton  Centre,  Mass. 

66 

2,880 

Movie  theaters,  investments 

Reid,  Elizabeth  Ann 

212 

Denton,  Tex. 

67 

325 

Inheritance  (Hallmark  Cards) 

Reinhart,  Dwayne  B.t 

334 

La  Crosse,  Wis. 

69 

250 

Gateway  Foods 

Resnick,  Burton  Paul 

248 

NYC;  Rye,  N.Y. 

52 

400 

Real  estate 

Reynolds,  Donald  Worthington 

188 

Las  Vegas 

83 

1,100 

Publishing 

RO  •  ',  \<..Jr  miss 
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The  Right  Kind 
of  Diversity 


■ 

Transportation  and  Waste  Services  Trains  and  ships  exchange 
traffic  at  our  Montreal  container  terminal,  a  prime  example  of  synergies  that 
exist  among  our  broadly-based  rail,  ship  and  truck  services. 


Real  Estate  and  Hotels  Marathon 
Realty  has  28  million  square  feet  of 
leasable  space  in  shopping  centers, 
office,  industrial  and  aviation  buildings 
in  Canada  and  the  United  States. 


Energy   Our  oil  and  gas  company, 
PanCanadian  Petroleum,  has  working 
interests  in  eight  million  net  acres  sup- 
ported by  an  aggressive  exploration, 
development  and  acquisition  program. 


Forest  Products   Our  newsprint, 
pulp,  paperboard  and  packaging, 
white  paper,  tissue  and  lumber 
products  make  us  one  of  Canada's 
largest  integrated  forest  products 
companies. 


Manufacturing   Packaging  and  processing 
equipment,  such  as  these  valves  for  the  beverage 
industry,  is  a  major  business  activity  for  our 
U.S.-based  manufacturer,  AMCA  International. 


Focused  on  Strong  Core  Businesses 


Diversity  is  one  of  our  strengths  at  Canadian 
Pacific— the  right  kind  of  diversity. 

We  have  major  positions  in  basic  industries: 
transportation  and  waste  services,  energy,  forest 
products,  real  estate  and  hotels,  and  manufacturing. 
We  have  a  broad  geographic  base  in  North  America 
and  serve  markets  around  the  world.  And  we  have 
restructured  our  businesses  to  make  us  less 
vulnerable  to  economic  cycles. 

We  have  the  management  skills  and  the  financial 
flexibility  to  expand  these  businesses,  to  exploit 


their  inherent  competitive  advantages,  and  to 
develop  the  natural  synergies  among  them. 

This  is  producing  higher  returns  and  better  quality 
earnings  for  our  shareholders.  And  that's  our  goal 
at  Canadian  Pacific. 

For  more  information  about  how  we  are  pursuing 
our  goal,  contact:  Vice-President  Investor  and 
Industry  Relations,  Canadian  Pacific  Limited, 
P.O.  Box  6042,  Station  A,  Montreal,  Quebec, 
Canada  H3C  3E4. 


Canadian  Pacific  Limited 
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Rich,  Marc 

204 

Zug,  Switzerland 

55 

$775 

Commodities  trader 

Rich,  Robert  Sr. 

238 

Point  Abino,  Ontario 

76 

440 

Rich  Products  Corp. 

Richardson  family 

318 

Greensboro,  N.C.,  et  al 

- 

1,000 

Inheritance  (Richardson- Vicks) 

Riklis,  Meshulam 

223 

Beverly  Hills,  NYC 

65 

500 

Finance 

Rinker,  Marshall  Edison  (Doc|  • 

330 

Palm  Beach,  Fla. 

84 

- 

Cement 

Rizzuto,  Leandro  P.  t 

335 

Greenwich,  Conn. 

50 

250 

Conair 

Roberts,  George  R. 

247 

San  Francisco 

46 

400 

Leveraged  buyouts 

Robins  family 

318 

Richmond,  Va. 

- 

325 

A.H.  Robins 

Robinson,  Jesse  Mack 

276 

Atlanta 

66 

310 

Banking 

Rockefeller,  David 

188 

NYC 

74 

1,100 

Inheritance,  banking,  real  estate 

Rockefeller,  Laurance  Spelman 

199 

NYC 

79 

950 

Inheritance,  investments 

Rockefeller,  Winthrop  Paul 

201 

Winrock  Farm,  Ark. 

41 

850 

Inheritance 

Rockefeller  (John  D.)  family 

318 

Scattered 

- 

5,000 

Inheritance  (oil) 

Rockefeller  (William)  family 

318 

Scattered 

- 

350 

Inheritance  (oil) 

Rollins,  Orville  Wayne 

205 

Atlanta 

77 

740 

Rollins,  Inc. 

Root,  Chapman  Shaw 

288 

Ormond  Beach,  Fla. 

64 

290 

Coca-Cola  bottler,  broadcasting 

Rose  family 

318 

NYC 

- 

475 

Real  estate 

Rosenberg,  Ruth  Blaustein 

208 

Baltimore 

90 

330 

Inheritance  (oil) 

Rosenwald  family 

320 

NYC 

- 

400 

Inheritance  (Sears,  Roebuck) 

Rudin,  Jack 

204 

NYC 

65 

750 

Real  estate 

Rudin,  Lewis 

204 

NYC 

62 

750 

Real  estate 

Rust,  Eleanor  Francis  du  Pont  •& 

260 

Thomasville,  Ga. 

82 

350 

Inheritance  (Du  Pont  Co.) 

Ryan,  Patrick  George 

268 

Chicago 

52 

330 

Insurance 

s 

Sammons,  Charles  A.  • 

329 

Dallas 

dec. 

- 

Cable  TV 

Sarofim,  Fayez  Shalaby 

288 

Houston 

60 

280 

Money  management 

Saul,  B.  Francis  II  t 

332 

Chevy  Chase,  Md. 

57 

275 

Banking,  real  estate 

Scaife,  Richard  Mellon 

214 

Shadyside,  Pa. 

57 

600 

Inheritance,  publishing 

Scharbauer,  Clarence  Jr.  • 

330 

Midland,  Tex. 

64 

- 

Inheritance  (oil,  land) 

Schwan,  Marvin  Maynard 

201 

Sioux  Falls,  S.D. 

60 

800 

Ice  cream,  pizza 

Scripps  (E.W.)  family 

320 

Cincinnati  origin 

- 

1,800 

Inheritance  (newspapers) 

Scripps  (J.E.)  family 

320 

Detroit,  et  al 

- 

800 

Inheritance  (newspapers) 

Searle,  Daniel  Crow  • 

330 

Winnetka,  111. 

63 

- 

Inheritance  (G.D.  Searle) 

Searle,  William  Louis  • 

330 

Lake  Forest,  111. 

61 

- 

Inheritance  (G.D.  Searle) 

Searle  family 

320 

Chicago  area 

- 

800 

Inheritance  (G.D.  Searle) 

Segerstrom  family 

320 

Orange  County,  Calif. 

- 

500 

Real  estate 

Sehg,  Martin  • 

331 

Seattle 

52 

- 

Real  estate 

Sharp,  Peter  Jay 

278 

NYC 

59 

300 

Real  estate 

Shorenstein,  Walter  Herbert 

237 

San  Francisco 

74 

440 

Real  estate 

Silliman,  Mariana  du  Pont  ■ir 

260 

Montchanin,  Del. 

78 

350 

Inheritance  (Du  Pont  Co.) 

Silverstein,  Larry  Abraham 

240 

NYC 

58 

420 

Real  estate 

Simmons,  Harold  Clark 

162 

Dallas 

58 

1,900 

Investments 

Simon,  Herbert 

214 

Indianapolis,  NYC 

54 

300 

Shopping  centers 

Simon,  Melvin 

214 

Indianapolis,  NYC 

62 

600 

Shopping  centers 

Simon,  Norton  Winfred 

204 

Los  Angeles 

82 

750 

Industrialist,  art 

Simon,  William  Edward 

:ts 

New  Vernon,  N.J. 

61 

300 

Leveraged  buyouts 

Simplot,  John  Richard 

248 

Boise,  Idaho 

80 

400 

Potatoes 

Singleton,  Henry  Earl 

208 

Los  Angeles 

72 

670 

Teledyne,  Inc. 

Skaggs,  Leonard  Samuel  Jr. 

240 

Salt  Lake  City,  Utah 

66 

430 

American  Stores 

Smart,  Richard  Palmer  Kaleioku 

277 

Honolulu 

76 

310 

Inheritance,  ranching 

Smith,  Charles  E.  • 

331 

Palm  Beach,  Fla. 

88 

- 

Real  estate 

Smith,  Richard  Allan 

232 

Chestnut  Hill,  Mass. 

64 

460 

Snyder  General 

Smith,  Robert  H.  • 

331 

Washington,  DC. 

61 

- 

Real  estate 

*New  entry      ^Returnee     »Dropoui     tNt-ji  nuv, 
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Here's  a  sure-fire 


i 


w 


The  building  could  be  replaced. 
lut  what  about  your  company's  files? 
)r  suppose  you're  audited  by  a  major 
lient.  Would  your  Accounts  Receiv- 
ble  department  have  immediate 
ccess  to  all  the  necessary  files,  or 
/ould  it  take  days  of  sifting  through 
•Id  files  and  storage  rooms? 

The  problem  is,  and  always  has 
•een,  paper.  Paper  that  when  misfiled 
r  misplaced  could  spell  disaster.  Paper 
.  !iat  when  destroyed,  could  possibly 
estroy  your  business. 

The  solution  is  a  computerized 
iling  system  from  3M  Information 


Systems  Group. 

3M  provides  systems  that  use 
computer  technology— very  likely 
the  computers  you  already  have  in 
place— to  speed  and  secure  the  stor- 
age and  retrieval  of  documents  with 
evidentiary  value.  Documents  that 
can  be  combined  with  the  data  files 
you  already  generate  on  computer. 

For  many  businesses,  the  storage 
media  may  be  microfilm  or  micro- 
fiche. With  certain  applications,  a 
digital  document  management  sys- 
tem integrated  with  a  mainframe 
database  may  be  most  appropriate. 


Either  way,  the  system  you 
choose  will  work  with  the  technology 
3M  is  developing  for  the  future.  We've 
already  assembled  packages  to  help 
those  in  the  areas  or  Accounts  Payable, 
Engineering,  Manufacturing,  Financial 
Records,  Hospital  Records  and  more. 

For  more  information  on  how 
to  protect  your  company  against  both 
natural  and  unnatural  disasters,  call 
3M  Information  Systems  at 
1-800-328-1684. 

But  call  soon.  Because  like  your 
records,  even  the  best  of  intentions 
can  go  up  in  smoke. 


1989. 3M 
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Smith,  Vivian  Leatherberry  • 

329 

Houston 

dec. 

- 

Inheritance  (oil,  real  estate) 

Smith  family 

324 

Chicago  origin 

- 

$880 

Illinois  Tool  Works 

Smith  (Charles  E.)  family 

324 

Washington,  D.C. 

- 

825 

Real  estate 

Snyder,  Richard  Wesley  • 

331 

Dallas 

51 

- 

Snyder  General 

Solow,  Sheldon  Henry 

226 

NYC 

61 

500 

Real  estate 

Sorenson,  James  LeVoy 

231 

Salt  Lake  City,  Utah 

68 

460 

Medical  devices 

Soros,  George 

268 

NYC 

58 

325 

Money  manager 

Spanos,  Alexander  Gus 

214 

Stockton,  Calif. 

66 

600 

Real  estate 

Spelling,  Aaron  ir 

264 

Holmby  Hills,  Calif. 

66 

345 

Television 

Stahl,  Stanley  Irving 

240 

NYC 

65 

430 

Real  estate 

Steinberg,  Saul  Phillip 

232 

NYC 

50 

460 

Financier 

Stephens,  Jackson  Thomas 

260 

Little  Rock,  Ark. 

66 

350 

Investment  banking 

Stephens,  Wilton  Robert 

260 

Little  Rock,  Ark. 

82 

350 

Investment  banking 

Stern,  Leonard  Norman 

168 

NYC 

51 

1,500 

Pet  supplies,  real  estate 

Stone  family 

324 

Chicago 

- 

400 

Stone  Container  Corp. 

Stroh  family 

324 

Detroit 

- 

600 

Inheritance  (beer) 

Stuart  family 

324 

Bellevue,  Idaho 

- 

400 

Inheritance  (Carnation  Co.) 

Sulzberger,  Arthur  Ochs  • 

331 

NYC 

63 

- 

New  York  Times 

Sulzberger,  Iphigene  Ochs  • 

331 

NYC 

97 

- 

New  York  Times 

Sulzberger  family 

324 

NYC 

- 

550 

New  York  Times 

Swig  family 

324 

San  Francisco 

- 

525 

Real  estate 

T 

Taper,  Sydney  Mark 

272 

Los  Angeles 

88 

325 

First  Charter  Financial  Corp. 

Tauber,  Laszlo  Nandor 

222 

Potomac,  Md. 

74 

525 

Real  estate 

*New  entry      t^Rcturncc     •Dropout      tNcar 

mivs 
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Page 
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Worth 
($mil) 

Primary  sources 

Taubman,  A.  Alfred 

156 

Bloomfield  Hills,  Mich. 

65 

$2,150 

Real  estate,  art 

Taylor  family 

326 

Boston  origin 

- 

885 

Inheritance  (publishing) 

Temple  family 

326 

Diboll,  Tex.,  et  al 

- 

1,100 

inheritance  (timber) 

Terra,  Daniel  James 

254 

Chicago 

78 

395 

Lawter  International 

Thalheimer,  Louis 

208 

Baltimore 

45 

330 

Inheritance  (oil) 

Thorne,  Oakleigh  Blakeman 

246 

Millbrook,  N.Y. 

57 

405 

Commerce  Clearing  House 

Tisch,  Laurence  Allan 

176 

NYC 

66 

1,350 

Loews  Corp. 

Tisch,  Preston  Robert 

176 

NYC 

63 

1,350 

Loews  Corp. 

Tow,  Leonard  * 

276 

New  Canaan,  Conn. 

61 

315 

Cable  TV 

Tramiel,  Jack 

256 

Zephyr  Cove,  Nev. 

61 

370 

Atari  Corp. 

Trump,  Donald  John 

164 

NYC 

43 

1,700 

Real  estate 

Turner,  Robert  Edward  (Ted)  III 

164 

Roswell,  Ga. 

50 

1,760 

Turner  Broadcasting  System 

Tyson,  Barbara 

255 

Fayetteville,  Ark. 

40 

290 

Tyson  Foods 

Tyson,  Donald  John 

255 

Springdale,  Ark. 

59 

375 

Tyson  Foods 

u 

Ueltschi,  Albert  Lee 

204 

Dallas 

72 

770 

Flight  Safety  international 

Upjohn  family 

326 

Kalamazoo,  Mich. 

- 

1,800 

Inheritance  (Upjohn  Co.) 

V 

Van  Andel,  Jay  * 

276 

Ada,  Mich. 

65 

315 

Amway  Corp. 

van  Beuren,  Hope  Hill 

230 

Middletown,  R.I. 

55 

475 

Inheritance  (Campbell  Soup) 

Van  Kampen,  Robert  Donald 

287 

West  Chicago 

50 

290 

Bonds,  real  estate 

Vogel,  Jacqueline  Mars 

172 

Bedminster,  N.J. 

50 

1,500 

Candy 

*N'ew  entry     irReturnee.    'Dropout     tNear 

miss. 
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A  Reminder  Of  How  Many  Things 
Are  Built  Around  a  Strong  Center. 

Just  as  things  in  nature  expand  and  grow  from  the  center,  business 
has  a  way  of  expanding  naturally  from  Missouri. 

We're  the  geographic  and  population  center  of  the  country.  At  the 
crossroads  of  ten  interstate  highways,  the  second  and  third  largest  rail    ' 
terminals  in  the  country,  and  the  second  largest  inland  waterway. 

Add  to  that  one  of  the  top  ranked  manufacturing  climates  in 
America,  and  you  begin  to  see  why  companies  like  Hallmark  Cards, 
Anheuser-Busch  and  350  other  Fortune  500  companies  have  located 
in  Missouri. 

If  you're  a  manufacturer,  write  or  call  us  toll-free  today.  You'll  find 
that  when  it  comes  to  business,  Missouri's  the  natural  choice. 

~  Missouri 

Advantage 

1-800-523-1434 


Name. 


Company/Title . 

Address 

City 

Phone  (. 


.  State . 


.Zip. 


) 


Mail  to  The  Missouri  Advantage.  PO  Box  118,  Jefferson  City.  MO  65102 


8334-FO 


357 


Index  to  the  Forbes  Four  Hundred 


Name 

Page 

Residence 
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Primary  sources 

W,Y,Z 

Wagner,  Cyril  Jr. 

247 

Midland,  Tex. 

55 

$400 

Oil,  investments 

Walton,  Alice  L.  * 

162 

Rogers,  Ark. 

40 

1,800 

Inheritance  (Wal-Mart  Stores) 

Walton,  James  Lawrence 

242 

Bentonville,  Ark. 

67 

415 

Wal-Mart  Stores 

Walton,  Jim  C.  * 

162 

Bentonville,  Ark. 

41 

1,800 

Inheritance  (Wal-Mart  Stores) 

Walton,  John  T.  * 

162 

San  Diego 

44 

1,800 

Inheritance  (Wal-Mart  Stores) 

Walton,  Sam  Moore 

162 

Bentonville,  Ark. 

71 

1,800 

Wal-Mart  Stores 

Walton,  S.  Robson  * 

162 

Bentonville,  Ark. 

45 

1,800 

Inheritance  (Wal-Mart  Stores) 

Wang,  An  • 

330 

Lincoln,  Mass. 

69 

- 

Wang  Laboratories 

Ward,  Louis  Larrick 

223 

Kansas  City,  Mo. 

68 

500 

Russell  Stover  Candies,  Inc. 

Washington,  Dennis  * 

247 

Missoula,  Mont. 

54 

400 

Entrepreneur 

Wasserman,  Lewis  Robert 

272 

Beverly  Hills;  Palm  Springs 

76 

320 

MCA,  Inc. 

Watson  family 

326 

Armonk,  N.Y.  origin 

- 

330 

International  Business  Machines 

Wattis  family 

328 

Ogden,  Utah  origin 

- 

1,100 

Inheritance  (Utah  International) 

Weber,  Charlotte  Colket  v. 

230 

Ocala,  Fla. 

46 

320 

Inheritance  (Campbell  Soup) 

Wege  family 

308 

Grand  Rapids,  Mich. 

- 

1,300 

Steelcase 

Weiler  family 

328 

NYC 

- 

465 

Real  estate 

Weinberg,  Harry 

201 

Honolulu 

81 

800 

Real  estate,  securities 

Weis,  Robert  Freeman 

230 

Sunbury,  Pa. 

70 

420 

Weis  Markets,  Inc. 

Weis,  Sigfned 

230 

Lewisburg,  Pa. 

73 

490 

Weis  Markets,  Inc. 

Wexner,  Bella  •£ 

238 

Columbus,  Ohio 

75 

440 

The  Limited,  Inc. 

Wexner,  Leslie  Herbert 

160 

Columbus,  Ohio 

52 

2,000 

The  Limited,  Inc. 

Weyerhaeuser  family 

328 

St.  Paul;  Seattle,  et  al 

- 

935 

inheritance  (timber) 

Whitney,  Betsey  Cushing  Roosevelt 

262 

Manhasset,  N.Y. 

81 

350 

Inheritance 

Whittier  family 

328 

Southern  Calif. 

- 

700 

Inheritance  (oil) 

Wien,  Lawrence  Arthur  • 

329 

NYC;  Westport,  Conn. 

dec. 

- 

Real  estate,  law 

Williams,  Arthur  L.  Jr.  * 

287 

Duluth,  Ga. 

47 

290 

Insurance 

Wirtz  family 

328 

Chicago 

- 

550 

Inheritance  (real  estate) 

Wolfe  family 

328 

Columbus,  Ohio,  et  al 

- 

570 

Inheritance  (newspapers) 

Woodner,  Ian 

264 

NYC 

86 

us 

Real  estate,  art 

Wrigley,  William 

222 

Lake  Geneva,  Wis. 

56 

530 

Wrigley 's 

Yates  family 

328 

Artesia,  N.M. 

- 

370 

Oil 

Zell,  Samuel 

240 

Chicago 

47 

425 

Real  estate,  investments 

Ziff,  William  Bernard  Jr. 

192 

Manalapan,  Fla. 

59 

1,000 

Publishing 

Zuckerman,  Mortimer  Benjamin 

247 

NYC 

52 

400 

Real  estate 
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Dow  has  a  brighter  fiiaire  zipped  up  tight. 

You  don't  become  a  13  billion  dollar  interest  rates  in  times  like  these  can  make  a 

company  without  learning  to  manage  risk,  big  difference  in  your  borrowing  costs.  And 

Without  recognizing  that  a  sunny  future  isn't  you  don't  have  to  be  a  billion  dollar  company 

always  in  the  bag.  to  do  it. 

The  Dow  Chemical  Company  finances  Soon,  the  Chicago  Mercantile  Exchange 

some  of  its  growth  with  short-term  commer-  will  trade  interest  rate  futures  and  options 

cial  paper.  They  need  to  limit  their  exposure  nearly  2-t  hours  a  day.  Afterhours  trades  will 

to  interest  rate  rises.  Like  a  lot  of  smart  com-  be  through  GLOBEX?'  the  worldwide,  com- 
panies, the)  use  futures  and  options  on    £M£       puter-based  electronic  marketplace.  Look 


the  Chicago  Mercantile  Exchange  to 
manage  interest  rate  risk.  Hedging 


\  1  I  < 

~Ta-\ 

into  futures  and  options  at  the  CME.Wc 
help  smart  businesses  manage  risk. 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetarv  Market'  Index  and  Option  Market 

The  Exchange  of  Icieas 
1-800-331-3332  (US)    01-920-0722  (Europe)    03-595-2251  (Pacific) 


When  inexperienced  editors  try  to  estimate 
a  private  individual's  net  worth,  they)  are 
prone  to  make  some  big  mistakes. 

The  Perelman 
papers 


After  his  debt  is  deducted,  he 
emerges  with  a  personal  for- 
i     tune  that  is  approaching  $5 
billion — which  makes  Ron  Perelman 
the  richest  man  in  America. 
— From  a  financial  trade  magazine's 
May  1989  cover  story  on  Perelman 

May  15,  1989 
From:  MSF  Sr. 

To:  Forbes  Four  Hundred  editor 
????!!!! 

May  23,  1989 

From:  Forbes  Four  Hundred  editor 

To:  MSF  Sr. 

Were  we  "scooped"?  Hardly.  Their 
$5  billion  for  Perelman  looks  like 
somebody  was  straining  to  come  up 
with  a  big  number.  Our  $1  billion 
estimate  was,  I  admit,  too  low;  we 
tend  to  be  conservative.  If  I  had  it  to 
do  over  again,  I'd  have  put  Perelman 
near  $2  billion  last  fall.  But  $5  billion? 
No  way.  Here's  why: 

Revlon:  The  other  magazine  says 
Revlon  is  worth  $4  billion.  Yet  it  says 
pretax  operating  income — excluding 
depreciation — is  only  $300  million  for 
1989  (we  worked  with  an  estimated 
$270  million  cash  flow — with  depre- 
ciation— for  1988).  Is  Revlon,  at  mod- 
erate growth,  really  worth  13.3  times 
estimated  operating  income  when 
prime  downtown  real  estate  gets 
around  10  to  12  times  cash  flow? 
Without  the  books,  I'm  happier  put- 
ting Revlon  at  $3  6  billion. 

National  Health  Laboratories.  They 
value  this  at  $1.4  billion.  But  Perel- 
man floated  just  enough  shares  (5%) 
to  make  a  public  market.  At  current 
prices,  his  holding  is  worth  $810  mil- 
lion. They're  $600  million  too  high  on 
this  piece. 

MacAndrews  G  i<  s  Say  they, 
"Wall  Street  puts  a  vai  lation  of  $350 
million  on  Perelman's   licorice-root 


Anihonv  Ssvignanoffion  Galella 


Ronald  0  Perelman 

Rich,  richer;  but  richest? 

operation."  With  cash  flow  at  only 
$22  million  last  year,  someone  must 
be  smoking  licorice  root  to  get  to  $350 
million. 

Coleman  Co.:  They  figure  he  can  get 
his  recent  $545  million  investment 
back.  Maybe,  but  there  is  debt  to  con- 
sider; see  below. 

First  Gibraltar  Bank.  This  deal  hadn't 
happened  when  we  valued  Perelman 
last  year,  but  I  am  not  yet  convinced 
the  trade  publication  is  realistic  when 
they  say  he  could  sell  his  $160  million 
equity  stake  for  $360  million  today. 

Miscellaneous  assets  I  have  no  idea 
where  this  alleged  $500  million  in 
undescribed  assets  comes  from. 

Debt:  Last  fall  we  figured  the  Revlon 
empire  had  $2.5  billion  in  long-term 
debt,  after  netting  out  cash  and  equiv- 
alents. Now,  where  did  the  $705  mil- 
lion come  from  to  pay  for  Coleman 
and  First  Gibraltar?  Either  Ron  took 
down  more  debt  to  pay  for  them,  or  he 
drew  down  his  cash  hoard.  This  has  to 
be  deducted  from  his  worth.  You  can't 
have  it  both  ways. 

The  above  figures  add  up  to  $1.8 
billion.  If  you  want  to  give  Ron  full 
credit  for  First  Gibraltar,  plus  Ron's 


whole  mysterious  "miscellaneous" 
half  a  billion  of  side  assets,  you're  still 
up  to  only  $2.5  billion,  and  the  air  is 
getting  pretty  thin. 

July  28,  1989 

From:    Forbes    reporter    responsible 

for  Perelman 
To:  Forbes  Four  Hundred  editor 

First,  a  source  high  inside  the  Perel- 
man empire  says  the  $500  million  in 
"miscellaneous  assets"  was  actually 
part  of  Revlon's  current  assets.  In  oth- 
er words,  the  trade  publication  writer 
counted  these  same  assets  twice. 
Knock  off  half  a  billion. 

Perelman's  net  worth  is  up,  howev- 
er. Our  source  says  this  year  asset 
sales  and  debt  paydown  have  cut  net 
debt  to  $1.5  billion  from  $2.2  billion. 
That  $1.5  billion,  however,  is  only  the 
debt  on  Perelman's  established  busi- 
nesses, mainly  Revlon.  The  source 
says  the  new  acquisitions  are  so  near- 
ly all  fresh  debt  they're  "a  wash."  In 
other  words,  he's  saying  Perelman 
himself  assigns  no  net-of-debt  value 
for  either  First  Gibraltar,  Coleman  or 
Andrews  Group  (Marvel  Comics  and 
New  World  Entertainment).  That 
makes  the  trade  mag  look  even  sillier. 

Rei'lon.  In  light  of  Unilever's  recent 
acquisitions  of  Faberge/Elizabeth  Ar- 
den  and  Calvin  Klein  fragrance,  last 
year's  multiple  was  clearly  too  low. 
For  Calvin  Klein,  Merrill  Lynch  Vice 
President  Deepak  Raj  estimates  that 
Unilever  paid  13.5  times  1988  operat- 
ing profits.  For  Faberge,  about  15 
times.  Cosmetics  industry  analyst  Di- 
ana Temple  of  Salomon  Brothers  fig- 
ures, for  Revlon,  which  has  plenty  of 
competition:  "If  you  want  to  use  12  or 
13,  because  it's  not  prestige,  that's 
entirely  reasonable."  With  1988  oper- 
ating income  of  $265  million  and  a 
flat  first  half  of  1989,  that's  $3.2  bil- 
lion. Using  earnings  before  interest 
and  taxes,  plus  depreciation,  Shearson 
analyst  Andrew  Shore  values  Revlon 
at  around  $3.3  billion.  Take  out  the 
debt,  and  that  leaves  $1.8  billion. 

MacAndrews  &  Forbes.  Our  Perelman 
source  says  the  licorice  biz  will  do  $30 
million  cash  flow  in  1989.  Maybe,  but 
its  compounded  growth  rate  has  been 
11%,  which  is  only  about  $25  million. 
With  a  10  multiple,  that's  $250  mil- 
lion, or  $300  million  at  a  stretch. 

Iuly31,  1989 

From:  Forbes  Four  Hundred  editor 

To:  MSF  Sr. 

Add  it  all  up,  and  we  were  too  low 
on  Perelman  last  year,  by  being  con- 
servative. The  trade  mag  was  $2  bil- 
lion too  high,  for  other  reasons.  I'm  a 
lot  happier  to  be  in  our  shoes  than  in 
theirs.  ■ 
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Calling  home  from  overseas  can  be  a  lot  less 
expensive  when  you  use  AT&T  US  A  Direct®  Service. 
Just  dial  the  USADirect  number  for  the  country  you're 
calling  from,  and  you'll  be  connected  to  an  AT&T 
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It's  available  in  over  50  countries.  And  it  helps  you 
minimize  hotel  surcharges.  You  save  with  AT&T's 
economical  international  rates,  whether  you  use  your 
AT&TCardox  call  collect.  For  your  information  card, 
call  1-800-874-4000,  Ext.  301. 
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The  Money  Men 


Five  highly  successful  investors — Harold 
Simmons,  Shelby  Davis,  Irwin  Jacobs,  Sam- 
uel Zell  and  William  Simon — talk  about 
the  outlook  for  the  stock  market. 

Three  raging 

bulls  and  two 

restrained  ones 


By  Ralph  King  Jr. 


inneapolis'  Irwin  Jacobs, 
who's  accumulated  well  over 
$100  million  (pretax) 
through  his  stock  market  forays  in  the 
last  few  years,  is  convinced  that  he'll 
make  a  great  deal  more  in  the  market 
in  the  years  ahead.  "The  Dow  will  hit 
4000  before  it  hits  2000,"  he  says  with 
conviction. 

But  if  you  think  Jacobs  is  optimis- 
tic, listen  to  Shelby  Cullom 
Davis.  An  investment  banker 
specializing  in  insurance 
stocks,  Davis  thinks  the  Dow 
industrials  will  climb  to 
5000 — nearly  double  their  cur- 
rent level — some  time  in  the 
1990s. 

Of  the  five  super-successful 
investors  we  spoke  to  for  this 
article  (Jacobs  and  Davis,  plus 
Dallas  billionaire  Harold  Sim- 
mons, Chicago's  Samuel  Zell 
and  former  Treasury  Secretary 
William  E.  Simon),  only  Zell 
and  Simon  were  the  least  bit 
cautious.  And  even  then  they 
were  basically  bullish. 

How  do  these  wealthy  mon- 
ey men  view  the  market? 
What  specific  issues  appeal  to 
them?  We  began  with  Jacobs, 
48,  the  only  one  of  the  quintet 
not  among  this  year's  Forbes 
Four  Hundred  (since  he  took 
his  company  private  last  year, 
it's  harder  to  get  a  precise  fix 
on  his  wealth,  but  we  think 
it's  around  $260  million). 

Jacobs:  "The  Dow  will  go  to 
3000  in  a  flash.  I'd  rather  it  go 
in  a  controlled  way,  but  it  will 


be  pretty  much  a  straight  line.  And  I'd 
be  willing  to  bet  it  will  hit  4000  before 
it  hits  2000  again. 

"What  makes  me  optimistic  is  that 
the  businesses  that  make  up  the  Dow 
and  extensions  to  it  have  franchises 
that  are  incredible.  They  can  never  be 
recreated  no  matter  how  much  mon- 
ey you  have.  Companies  like  McDon- 
ald's, ibm  and  Coca-Cola,  and  there 
are  second-tier  companies  like  Wal- 
Mart  Stores  and  Apple  Computer  that 


Liync  Kennedy 


Minneapolis  financier  /nan  Jacobs 
"Buy  those  franchises." 


are  becoming  similar  to  the  more  es- 
tablished brand  names. 

"Take  Avon  Products  [in  which  Ja- 
cobs owns  a  7.6%  stake].  Imagine  if  it 
had  the  opportunity  to  operate  in  Rus- 
sia today.  You  think  they  are  not  fa- 
miliar with  Avon  over  there?  Recog- 
nition value  is  the  single  biggest  asset 
value  of  the  company.  These  U.S. 
firms  have  worked  a  lifetime  to  build 
those  values,  and  the  rest  of  the  world 
is  suddenly  in  position  to  be  able  to 
afford  them.  I'm  not  afraid  these  com- 
panies will  be  taken  over  by  the  Japa- 
nese or  Germans,  but  one  day  we  will 
realize  what  we  have  is  worth  far  in 
excess  of  how  the  Dow  values  them.  If 
as  an  investor  you  have  staying  pow- 
er, buy  those  franchises. 

"I'm  not  telling  you  ibm  is  too  high, 
or  low,  but  on  a  reproduction  basis, 
it's  not  only  cheap,  it's  really  a  license 
to  steal. 

"The  picture  is  much  broader  than 
what  the  people  of  doom-and-gloom 
are  focusing  on.  They  have  been  pre- 
dicting recession  for  five  years  now. 
To  see  the  market  move  50  points 
based  on  the  latest  government  data  is 
a  sick  exaggeration  of  that.  We  came1 
through  the  last  five  years  with  col- 
lapses in  banking,  oil,  farm,  real  estate, 
and  so  on.  Any  one  of  those  industry 
collapses  would  have  been! 
enough  for  the  gurus  to  say  it'sj 
over.  But  all  of  them  hap-i 
pened,  and  it's  not  over. 

"I'm  less  a  risk  taker  now 
than  ever  in  my  life,  though  it 
may  seem  like  more  risk  be- 
cause of  the  size  of  my  deals. 
I'm  a  basic  investor.  I'm  at- 
tracted to  undervalued  situa- 
tions, underemployed  assets 
and  cash  flow  that  are  worth 
more  than  the  values  put  on 
them.  I  avoid  companies  in  the 
medical,  high-tech  and  com- 
puter fields  because  the  obso- 
lescence factor  is  so  high. 
While  I'm  asleep  someone  can 
invent  some  new  thing. 

"There's  no  simple  percent- 
age formula  in  how  I  invest. 
It's  a  moving  target.  Some  is  in 
income-producing  real  estate 
with  no  debt,  some  in  divi- 
dend-generating liquid  stocks  « 
that  have  nothing  to  do  with  J 
takeovers,  and  some  is  specu- 
lative. Plus  cash  in  the  bank. 

"My  worst  investment  was 
in  an  energy  company,  Tide- 
water Inc.,  five  years  ago.  That 
was  the  wrong  time.  We  wait 
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cd  it  through,  but  on  paper  we 
have  lost  $8  million  on  an  in- 
vestment of  $25  million.  We 
don't  look  real  smart,  but  we 
still  own  it." 

Like  Jacobs,  Dallas'  Harold 
Simmons  establishes  large  po- 
sitions in  a  small  number  of 
companies;  that  gives  him 
much  more  control  over  his 
investments:  He  can  put  the 
company  in  play,  take  it  over 
himself  or  go  for  some  green- 
mail.  Simmons,  58,  currently 
has  more  than  $600  million 
invested  in  the  stock  market. 
Simmons: 

"I  pick  particular  stocks 
rather  than  markets  as  a 
whole.  That's  where  I've  made 
most  of  my  money.  What  I 
look  for  is  some  big  factor  in  a 
company,  an  essential  value 
that's  overlooked  by  the  mar- 
ket. It's  somewhere  in  the  fi- 
nancial statements  or  just  in 
the  news.  It's  not  usually  any 
one  particular  thing  I  discover, 
but  an  overall  impression. 

"At  Chris-Craft  Industries 
[Simmons  holds  a  minor  stake 
through  an  employee  pension 
fund),  the  big  factor  is  that  [Chairman 
Herbert]  Siegel  can  do  a  lot  with  all 
that  money  from  the  Time  Warner 
deal.  He's  a  sound  operator,  and  he 
understands  corporate  values.  Once 
he  gets  a  chance  to  deploy  it,  he'll 
make  something  worthwhile  out  of  it. 
The  point  is,  cash  in  the  right  hands  is 
worth  buying.  I  bought  General  Cine- 
ma on  the  same  theory.  I  don't  even 
know  this  guy  [Chairman  Richard) 
Smith  (see  listings),  but  he's  got  a  good 


Nana-  Rica  SchifF 


Dallas  investor  Harold  Simmons 

Seek  out  "some  big,  overlooked  factor." 


record.  He  bought  and  sold  a  Pepsi 
bottler  for  a  huge  profit.  Neither  com- 
pany sells  for  a  premium  based  on  the 
cash  they  have;  they  are  selling  at 
about  their  liquidation  value.  But  the 
quality  of  the  management  is  such 
that  both  will  make  a  premium  value 
out  of  it. 

"Another  example  is  Phelps  Dodge. 
The  copper  producer  had  a  sudden 
explosion  of  profits,  and  it  was  hard  to 
believe  that  it  wasn't  going  to  go  back 


The  names  they  like 


Attractive  investment  candidates  named  by  our  group  of  five. 


Irwin  Jacobs 

Coca-Cola,  ibm,  McDonald's,  Wal-Mart,  Apple  Computer,  Avon  Products 

Harold  Simmons 

Chris-Craft  Industries,  Phelps  Dodge,  Bethlehem  Steel,  Lockheed,  Georgia  Gulf 

Samuel  Zell 

American  President  Cos.,  Burlington  Northern,  Walt  Disney,  Bristol-Myers, 
Squibb,  Wells  Fargo,  amr  Corp. 

William  Simon 

Alexander  &  Baldwin,  intermediate-term  corporate  bonds  A-rated  or  better  yield- 
ing 9%  to  9.5%  (e.g.  Sears,  Roebuck  &  Co.  9s  due  1995) 

Shelby  Davis 

Cigna,  Amern.  ral,  American  International  Group,  General  Re,  Marsh  & 

McLennan,  Tok,  >  nc  &  Fire  Insurance,  Citicorp,  BankAmerica,  Bank  of  New 

York,  Secunty  Pai  --tman  Kodak 


to  having  years  of  losses.  So  it 
was  selling  at  five  times  cur- 
rent earnings  when  I  bought  it. 
But  I  felt  it  wasn't  as  cyclical 
as  it  had  been  since  it  had  di- 
versified, and  reduced  costs, 
and  had  a  strong  balance  sheet. 
These  facts  were  known  by  a 
lot  of  people.  The  big  factor  is 
that  I  just  interpreted  the  same 
facts  differently. 

"The  same  holds  for  Bethle- 
hem Steel.  Big  steel  has  a  poor 
image.  People  think  the  indus- 
try is  vulnerable  to  foreign 
competition  and  changes  in 
the  value  of  the  dollar  and  to 
other  problems  they've  had  in 
the  past.  No  one  thinks  it  will 
succeed  in  the  long  run.  I 
think  that's  overdone.  Bethle- 
hem has  made  a  lot  of  prog- 
ress. I  don't  know  what  it's 
worth,  I'm  not  that  absolute. 
It's  always  a  feel,  a  range.  I 
paid  $22  per  share  for  it.  It's  at 
$21  now.  When  the  economy 
goes  through  its  next  slow- \ 
down  and  everybody  sees  the 
steel  industry  is  still  doing 
well,  it  could  sell  for  twice 

that  over  the  next  few  years. 

"I  bought  Lockheed  [Simmons  now 
controls  10.4%  of  Lockheed's  equity]  | 
for  a  similar  reason.  Budget  cuts  mean  ! 
that  military  contractors  face  a  de- 
clining business.  That's  true.  But  it's,! 
what  you  pay  for  your  investments ', 
and  what  their  future  is  that's  impor-, 
tant.  Lockheed  was  trading  at  five  | 
times  earnings.  So  even  if  earnings, 
were  to  fall  by  one-half,  and  the  mul- 
tiple went  to  ten,  it's  still  reasonable, 
in  my  view.  Here  was  a  company  with 
technical  capability  in  exotic  fields,1 
and  it  was  selling  like  a  metal-bender 
or  an  airplane  assembly  operation. 

"People  worry  about  a  market 
break,  but  on  the  last  one  I  bought 
like  crazy.  And  the  market  will  be 
right  eventually,  if  I'm  right.  Of 
course,  in  my  situation,  the  market 
follows  me,  so  I  can  put  a  company 
into  play  myself,  like  with  Georgia; 
Gulf,  the  chemical  producer  [he  con- 
trols a  9.9%  stake].  Since  it's  a  cycli- 
cal, you  have  to  look  at  earnings  over' 
the  entire  cycle  of  five  to  seven  years  i 
and  average  them.  That  way  you 
know  what  to  pay  for  it.  At  a  price/ 
earnings  multiple  of  4,  I  felt  it  was 
still  good  value  even  in  a  down  cycle. 
"In  the  last  couple  of  years,  many 
companies  are  selling  in  leveraged 
buyouts  for  prices  much  higher  than  I 
would  be  willing  to  pay,  like  the  air- 
lines. I  think  the  buyers  are  overpay- 
ing for  both  United  [ual  Corp.]  and 
Northwest  [nwa  Inc.].  The  most  im- 
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He's  as  famous  as  his  ears, 

and  his  ears 

are  as  big  as  his  projects. 

When  your  projects  are  as 

big  as  your  ears, 

we  at  BNP  lend  ours. 


!•£■      Euro  Disneyland  needed  the  world's  most  prestigious  banks 
~M\Ti  t0  fmance  tne  first  phase  of  its  theme  park  and  resort.  To 


il 


arrange  and  lead  manage  the  $  1  billion  multi-currency 
loan  with  a  consortium  of  37  banks,  BNP  came  forward 

with  the  solutions  best  adapted  to  this  chal-   §=^|=s=p===^ 
lenging  task.  BNP  is  a  leader  in  project  financ-  j  j  h  "=  i  \_A 

ing.  at  home  in  Europe,  at  home  in  the  world.   ====s^^^^= 

Banque  Nationale  de  Paris.  World  baiildng  is  our  business. 


B.VP.  The  official  bank 

of  the  Magic  Kingdom  at 

Euro  Disneyland. 


When  I  said  I  wanted  our  departments 
better  connected,  Gluck, 
did  you  consider  computers?" 


Hovvre  you  going  to  do  it? 


Information  that  can  help  your  company  rise  above  the  competitio 
should  be  quick])  and  easily  available  to  evervone  who  needs  it. 
\\  Inch  is  why  you  should  consider  the  important  networking  benef 
of  the  IBM  Personal  Sy  stem /2®  family  of  computers. 

The  Magic  Of  PS/2  Networking.  The  PS/2®  is  an  id. 
platform  for  a  wide  range  of  communications.  It  not  only  connects 
everything  from  the  computer  on  your  desk  right  up  to  your 
mainframe,  it  can  also  connect  you  to  local  area  networks,  and  not 
so-local  data  base  scry  ices  y  ia  telephone  lines.  And  while  the 
PS/2  runs  DOS.  it  also  runs  OS/2®  EE,  the  feature-packed  operat 
system  from  IBM  that  helps  vou  get  the  most  out  of  your  network. 


IBM  Personal  System/2.  PS/2  and  OStf  are  regis***)  trademarks  ana  Micro  Channel  is  a  trademark  ol  International  Business  Machines  Corporation  t  1989  IBM  Corp 


PS/2  it 


ou  can  access  and  work  with  any  data  quickly  and  reliably, 
sing  everyone  to  be  more  productive.  And  when  you  combine 
faster  data  transferring  abilities  of  PS/2's  Micro  Channel 

OS/2's  full  multitasking  capabilities,  you  can  easily  com- 
licate  back  and  forth  around  the  office  and  around  the  world 

The  Solution  Is  IBM.  Whether  your  business  is  big  or 
II,  your  IBM  Authorized  Dealer  or  IBM  marketing 
tentative  can  find  a  PS/2  networking  solution  for  you. 
i  dealer  near  you,  call  1  800  IBM-2468,  ext.  124. 

see  how  being  better  connected  can  give  you  ^ 

mpetitive  boost. 


portant  characteristic  in  a  good  in- 
vestment is  a  low  p/e,  and  at  least 
twice  as  much  cash  flow  as  what's 
necessary  to  service  debt — or  simply 
not  much  debt  on  the  balance  sheet  to 
begin  with.  On  these  airline  deals, 
cash  flow  is  closer  to  one  times  inter- 
est costs,  and  they're  making  a  lot  of 
optimistic  assumptions.  Those  com- 
panies are  going  to  have  problems  in 
the  future." 

Chicago  financier  Samuel  Zell,  47, 
runs  $1.6  billion  (1988  sales)  Itel 
Corp.  and  oversees  stock  holdings  in 
dozens  of  companies.  Like  Simmons, 
he  thinks  the  prices  paid  for  airlines 
are  dangerous,  but  on  the  market  as  a 
whole  he  is  bullish,  though  cautious- 
ly so.  Zell: 

"I  find  that  a  lot  of  activity  on  the 
stock  market  reflects  the  'compara- 
ble.' That's  a  term  real  estate  apprais- 
ers use:  You  know,  somebody  paid 


nomic  news.  I  don't  see  that  blind 
faith  that  has  led  to  growth  in  new 
capital  investment  for  'the  next 
round.'  And  I  don't  see  any  inventory 
buildup.  The  same  goes  for  real  estate 
developers  who,  historically,  built  for 
future  demand.  Tax  laws  encouraged 
that  because  they  gave  you  tax  bene- 
fits while  you  waited.  The  Tax  Re- 
form Act  of  1986  shifted  the  business 
to  one  that  ultimately  is  going  to 
build  for  pent-up  demand.  So  the  con- 
tinuing thread  is  fear. 

"What  we're  going  to  see  is  ongoing 
sluggish  growth.  In  that  environment, 
a  basic  industrial  business  that  is  well 
run  will  perform  adequately.  I  would 
be  defensive  as  an  investor;  focus  on 
cash  flow  and  not  earnings.  The  criti- 
cal issue  is  staying  power.  Look  at 
liquidity  on  the  balance  sheet,  not 
debt-to-equity  ratios.  I  like  to  think  in 
terms  of  debt-to-risk  ratio.  For  exam- 


RicharJ  Deilt 


Samuel  Zell,  chairman  of  Chicago 's  Itel  Corp 

In  a  sluggish  economy,  'focus  on  cashflow,  not  earnings." 


$10  per  square  foot  for  this  piece  of 
property,  therefore  that  other  piece  of 
property  is  worth  $10.  So  someone 
says  Northwest  Airlines  is  worth  x, 
therefore  United  is  worth  y,  and 
American  [amr  Corp.]  is  worth  z.  In 
my  opinion,  that  is  mental  masturba- 
tion. American  is  run  by  [Chairman] 
Bob  Crandall,  who  is  a  brilliant  leader. 
The  others  aren't  comparable  to 
American. 

"I  don't  understand  concepts  like 
'soft  landing,'  but  at  the  same  time,  I 
don't  see  any  recession  on  the  hori- 
zon. The  reason  is  the  climate  has  a 
significant  amount  of  fear  already 
built  into  it.  The  number  of  people 
who  can  remember  the  1982  reces- 
sion is  very  great. 

"The    large     historically    cyclical 

businesses—  .  ,ils,      aluminum, 

etc. — are    no  nding    capacity, 

th  would  Hy  be  the  case 

^uch  a  lon>  >t  positive  eco- 


ple,  if  you  had  a  70%  debt-to-equity 
ratio  at  a  manufacturing  operation 
where  you  have  to  sell  the  goods  every 
day,  that's  a  much  higher  level  of  risk 
than  at  Itel,  which  has  a  lot  of  railcars 
on  long-term  lease  to  shippers  like 
Weyerhaeuser.  It's  not  how  much 
cash  flow  I  have  today,  but  how  much 
will  be  there  tomorrow. 

"And  in  this  environment,  I  would 
put  an  even  greater  emphasis  on  as- 
tute strategic  thinking  by  the  leader  of 
a  company.  [American  President  Cos. 
Chairman]  Bruce  Seaton  is  really  a 
brilliant  manager,  and  that's  why  we 
own  18%  of  the  company.  |Burlington 
Northern  Chief  Executive]  lerry  Grin- 
stcin  is  thinking  about  not  just  next 
week  but  where  do  we  go  from  here. 
He's  really  smart.  And  Walt  Disney's 
[Chairman]  Michael  Eisner,  for  exam- 
ple, with  his  Henson  [Muppets]  acqui- 
sition, is  right  on  the  money. 

"You  know  what's  the  single  great- 


est opportunity  in  corporate  America 
today?  Identifying  and  eliminating  re- 
dundancy. I  don't  know  the  people  at 
Bristol-Myers  and  Squibb,  but  I  think 
these  drug  mergers  are  really  smart. 
What  they  are  doing  is  coming  to  real- 
ize that  they  have  to  be  more  efficient 
and  consolidate.  Banking  is  the  clas- 
sic example.  Look  at  what  [Chairman] 
Carl  Reichardt  at  Wells  Fargo  has 
done  with  the  acquisition  of  Crocker 
Bank." 

The  most  restrained  of  our  five 
bulls  was  William  Simon,  61,  the  for- 
mer star  bond  trader  and  Treasury 
Secretary,  who  is  now  putting  togeth- 
er a  group  of  West  Coast  savings  and 
loans.  Simon  thinks  the  market  is  due 
for  a  correction  in  the  near  term,  but 
longer  term  he,  too,  thinks  equities 
are  the  best  bet.  Simon: 

"I  never  knew  a  trader  who  made  a 
lot  of  money  by  saying  the  market's 
cheap  or  it's  going  up  or  it's  going 
down.  It  just  never  functions  that 
way.  It's  always  a  good  time  to  make 
money  in  the  marketplace.  But  the 
general  thrust  ought  to  always  be  to 
invest  long  term  in  equities.  Through- 
out history,  notwithstanding  1929 
and  1974  and  the  periods  of  selloffs, 
equities  have  outperformed  every  sin- 
gle investment  asset  that  you  can 
measure  by. 

"That  said,  any  market  that  has 
gone  up  as  much  as  this  one  is  over- 
due for  some  kind  of  correction. 
We've  taken  some  very  nice  profits  on 
equities  over  the  last  6  to  12  months, 
and  I  have  a  natural  tendency  to  put 
the  money  back  into  the  fixed-income 
side.  My  bogey  is  always  70%  equi- 
ties/30% bonds  or  70%  bonds/30% 
equities.  Right  now,  I'm  closer  to  40% 
equities  and  60%  bonds. 

"I  think  we  do  have  an  inflation 
problem,  just  as  I  believe  Alan  Green- 
span thinks  we  do,  so  I  don't  think 
we're  going  to  see  any  easing  of  mon- 
ey. The  government  will  continue  to 
inflate.  But  you  basically  play  a  yield 
curve.  When  I  can  do  8.30%  on  a  10- 
year  Treasury,  why  should  I  take  a  30- 
year  at  8.25%?  You're  not  rewarded 
for  going  out  that  long.  Right  now,  the 
Treasury  yield  curve  is  inverted.  You 
can  buy  a  1-year  at  8.40%. 

"There  are  also  reasonable  values  in 
corporates.  You  can  buy  a  Sears  9% 
bond  with  a  6-year  maturity,  at  par. 
Hell,  that's  a  pretty  good  piece  of  pa- 
per. There  are  lots  of  other  [medium- 
term,  10  years  or  less]  bonds  between 
9%  and  9.5%,  noncallable,  rated  at 
least  A.  I  can't  beat  that  for  a  security 
of  10  years  or  less.  The  stock  market 
isn't  going  to  give  me  that  kind  of 
return,  so  if  I  can  get  it  guaranteed, 
that's  what  I've  been  gradually  shift- 


FORBES  400/OCTOBER  23,  1989 


ing  to. 

"My  equities  are  primarily 
in  special  situations,  like  Al- 
exander &  Baldwin,  a  premier 
company.  I  hate  to  fall  in  love 
with  an  investment,  but  I  do 
once  in  a  while.  I'm  a  human 
being.  Their  land  assets  have 
appreciated  dramatically,  and 
Matson,  the  shipping  line,  is  a 
gem.  There  are  four  or  five  oth- 
er special  situations  I'm  in  the 
process  of  acting  on  now 
which  I'd  rather  not  mention. 
a&b  is  really  the  best  of  all. 

"s&ls  in  general  have  fin- 
ished their  up  cycle.  We  also 
own  two  commercial  banks. 
Big  banks  deserve  to  have  low 
p/es  because  of  their  loan  port- 
folios. We  aren't  buying  those 
kinds  of  institutions.  You  can 
avoid  them,  and  you  certainly 
should.  I  like  the  middle-mar- 
ket institutions.  For  instance 
[the  Baltimore-based  broker- 
age firm]  Alex.  Brown  &  Sons 
is  talking  about  coming  out  with  a 
fund  focused  on  medium-size  banks 
in  hinterland  U.S.A.  That's  a  good 
idea.  I'd  like  to  put  some  money  in. 
There's  an  awful  lot  of  solid,  sound 
little  banks  around  the  country  that 
are  run  profitably  and  are  also  subject 
to  mergers  and  takeovers. 

"At  this  point  in  time,  there  is  a 
good  deal  of  caution  warranted  for 
investors,  but  then  you  could  say  that 
about  any  period  of  time.  I  never  let 
my  feeling  about  the  future,  of  1990 
and  1991,  impede  my  investment 
strategy.  If  I'm  always  waiting  for 
something  so  I  can  buy  it  cheaper,  I'm 
never  going  to  do  anything." 

We  saved  the  most  bullish  bull  for 
last.  He's  Shelby  Cullom  Davis,  80, 
who  has  spent  more  than  50  years 
buying  and  selling  insurance  stocks 
on  Wall  Street — and  thinks  the  pros- 
pects for  the  market  have  never  been 
better.  Davis: 

"I  am  an  equity  man.  Stocks  ride 
through  inflation  a  lot  better  than 
bonds.  And  I'm  optimistic  about  the 
market.  I  think  it  can  get  to  5000  later 
on  in  the  Nineties.  I'll  give  you  four 
reasons: 

"First,  in  over  50  years,  I  have  never 
known  of  so  many  stock  buybacks.  In 
1988,  over  $50  billion  of  stock  buy- 
backs were  announced,  and  so  far  this 
year,  $50  billion  more.  In  other  words, 
supply  of  equities  is  falling,  while  de- 
mand is  rising. 

"Second,  there's  more  restructuring 
than  I've  ever  seen.  Take  Cigna,  a  very 
top  name  in  insurance,  which  has  got- 
ten rid  of  most  of  its  individual  life 
insurance  because  it  hasn't  been  very 


William 


Former  Treasury-  Secretary  William  E.  Simon 
"Never  let  the  future  impede  your  strategy. 


profitable  and  they  are  working  pri- 
marily in  group.  American  General 
has  sold  all  its  property/casualty  busi- 
ness and  will  concentrate  on  life.  Out- 
side of  insurance,  just  in  the  last  few 
weeks,  you  have  Eastman  Kodak, 
Campbell  Soup  and  Occidental  Petro- 
leum all  getting  rid  of  things  they 
weren't  making  money  at,  and  that's 
very  positive  for  stockholders. 

"Third,  takeovers  are  being  done  by 
entrepreneurs.  We  are  in  what  I  call 
an  entrepreneurial  market,  and  that's 
healthy.  People  are  not  sitting  back. 
When  they  see  opportunities  and 
think  stock  is  underpriced,  they  will 


go  and  try  to  take  it  over  or  do 
something  about  it. 

"Fourth,  prices  compared 
with  a  few  years  ago  are  still 
cheap.  Value  Line's  1,700 
stocks  are  selling  at  13  times 
earnings.  When  its  composite 
index  made  its  old  high  on 
Sept.  4,  1987,  it  was  17  times. 
And  now  there's  a  little  better 
dividend  yield:  2.8%,  versus 
2.3%  then.  Not  a  great  differ- 
ence, but  it  is  a  difference. 

"Our  holdings  are  mainly  in 
top  insurance  companies  and 
banks.  These  are  necessary 
things.  It's  not  like  apparel, 
where  fashions  change.  In  in- 
surance, American  Interna- 
tional Group  is  my  favorite. 
General  Re  is  top  in  its  field, 
and  the  leading  broker  is 
Marsh  &.  McLennan.  All  very 
fine  companies,  first  rate.  Our 
largest  holding  is  aig  and  we 
haven't  touched  that  for  30 

years.  Our  gain  on  it  is  more 

than  200-to-l.  Also,  Tokio  Marine  & 
Fire  Insurance.  I  went  to  Japan  in  1962 
with  a  group  of  analysts.  I  bought 
some  then  and  have  never  sold.  Some 
of  my  shares  are  up  maybe  300-to-l. 

"Banks  are  very  interesting  right 
now.  They  have  had  this  problem 
with  foreign  loans,  and  changes  have 
been  made.  BankAmerica,  for  exam- 
ple, went  from  6  to  36  in  the  last 
couple  years.  We  like  that  and  Citi- 
corp, Bank  of  New  York  and  Security 
Pacific.  There  are  a  lot  of  good  region- 
als,  too.  And  if  they  are  taken  over  by 
larger  banks,  their  expenses  can  come 
way  down."  ■ 

Andrew  Popper 


Neiv  York  investment  banker  Shelby  Cullom  Dai  is 

"Prices  compared  with  a  few  years  ago  are  still  cheap. 
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Russia  as 
fourth  leg 

Should  Americans  help  the  Soviet 
Union  solve  its  economic  prob- 
lems? Weighing  into  this  old  debate 
now  with  a  resounding  "yes"  is  John 
Brooks  Fuqua.  Since  he  retired  as 
chief  executive  from  Fuqua  Industries 
in  January,  he  has  been  devoting  his 
energies  to  this  cause. 

Fuqua  is  no  visionary.  He's  a  tough 
businessman  who  earned  a  reputation 
for  shrewdness  trading  companies:  He 
built  a  fortune  of  some  $260  million 
doing  it  (Forbes,  Oct.  24,  1988). 

"A  three-legged  stool  is  a  very  un- 
stable device,"  pronounces  Fuqua,  cit- 
ing the  three  economic  forces  now 
holding  sway:  U.S. /Canada,  Japan/Pa- 
cific Rim  and  Europe.  When  you  have 
three  poweis,  he  says,  two  can  get 
together  and  squeeze  out  the  third. 
"We  need  to  put  a  fourth  leg  on  the 
stool.  I  would  like  to  see  the  Soviet 
Union  as  a  significant  player — as  a 
fourth  economic  power;  and  I  would 
like  for  them  to  be  on  our  side." 

Our  side?  Glasnost  is  working,  ar- 
gues Fuqua.  "They  can't  go  back  on 
this  as  the  Chinese  did.  It's  gone  too 
far."  The  people  are  too  involved,  too 
excited  by  what's  happening;  witness 
the  U.S.S.R.'s  unrest.  "They  can't  put 
the  genie  back  in  the  bottle."  As  he 
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sees  it,  war  is  obsolete,  whether  nu- 
clear or  conventional.  Future  wars 
will  be  trading  wars,  not  military 
ones.  But  one  can  always  use  an  ally. 

Unlike  some  other  economically 
backward  countries,  Russia  does  have 
a  structure  on  which  to  build:  rail- 
roads, steel,  space  technology,  good 
scientists  and  engineers.  But  it  is  woe- 
fully incomplete.  For  instance,  notes 
Fuqua,  the  country  needs  a  banking 
system  for  businessmen;  they  have  to 
write  checks,  make  deposits,  borrow 
money.  "But  this  kind  of  banking  sys- 
tem does  not  exist."  He's  talking  to 
some  of  his  banker  friends  about  that. 

Meanwhile,  J.B.  wants  to  tackle  an 
even  more  critical  problem:  training 
Soviet  managers  in  the  ways  of  West- 
ern capitalism.  He  has  already  given 
$4  million  for  this  purpose  (and  is 
willing  to  give  another  $10  million  if 
the  program  works)  to  the  Fuqua 
School  of  Business  at  Duke  Universi- 
ty. Only  top  Soviet  managers  need 
apply — mere  vice  presidents  would 
not  have  enough  power  to  apply  their 
training  back  in  Russia,  he  thinks. 

The  Soviets  are  very  enthusiastic, 
he  says;  he's  already  been  in  contact 
with  six  ministries  involved  in  set- 
ting up  a  capitalistic  system,  what 
they  call  a  "marketplace." 

"But  this  is  just  a  drop  in  the  buck- 
et," says  Fuqua.  "I  am  going  to  spend 
my  time  to  see  that  this  program  gets 
under  way — not  just  at  the  Fuqua 
School,  but  at  other  schools  as  well. 
It's  my  contribution  to  world 
peace." — Dolores  Lataniotis 


Seeing  Red 

Since  Castro  gave  up  smoking  ci- 
gars a  couple  of  years  ago,  Zino 
Davidoff  has  had  nothing  but  prob- 
lems. "My  life  has  been  destined  for 
devotion  to  one  thing  above  all  else — 
the  cigar,"  explains  Davidoff,  83.  He 
means  the  Cuban  cigar:  His  Davidoff 
brand,  at  up  to  $50  per  weed,  is  the 
world's  most  expensive  and  luxu- 
rious smoke. 

Ironically,  he's  involved  with  ex- 
pensive cigars  because  members  of 
his  family  were  once  radicals:  The 
tsar's  police  wanted  them  in  Kiev. 
The  Davidoffs  headed  for  Ellis  Island, 
by  foot  and  train,  but  the  money  ran 
out  in  Geneva  and  the  Davidoff  enter- 
prise was  born.  What  is  now  Davidoff 
&  Cie.  started  in  1911  as  a  small  to- 
bacconist where  students  and  agita- 
tors, among  them  a  penniless  Lenin 
with  "brilliant  eyes,"  congregated. 

At  age  19,  Davidoff  determined  to 
"learn  all  about  tobacco  for  cigars." 
For  four  years,  he  planted  and  harvest- 


Alain  Bii 


Cigar  king  Zino  Davidoff 
Furious  with  Fidel. 


ed  tobacco  in  Vuelta  Abajo  in  Cuba, 
then  returned  to  start  up  a  classy  cigar 
section  in  his  father's  store. 

In  1940,  when  the  German  army 
was  on  the  outskirts  of  Paris,  Cuban 
and  French  distributors  implored 
Zino  to  intercept  a  French-bound 
shipment  of  500,000  cigars.  He  did  so  ;  I 
and  ended  up  with  "all  the  Cuban  II 
cigars  Europe  saw  for  five  years." 

Today  Davidoff  has  about  a  quarter  jl 
of  the  estimated  $300  million  global.;] 
market  in  premium,  hand-rolled  Cu-1 
ban  cigars.  His  market  share  is  second  I 
only  to  Cuba's  own  brands. 

But  now,  without  Fidel  on  the  case,  tl 
the  quality  of  Cuban  cigars  is  deterio-1 
rating.  With  Russian  aid  falling,  the  If 
Cubans  skimp  on  fertilizer  and  do  notM 
cure  leaves  long  enough,  Davidoff  m 
complains.  So  bad  is  the  product,  hel 
has  boycotted  it  since  late  last  year.fl 
"In  a  box  of  20,  we  had  to  throw  away  J 
half."  Fortunately,  he  has  three  years'! 
stock  of  good  Havanas  in  the  humi-  I 
dors  of  his  26  retail  outlets  and  400)l 
authorized  dealers  in  35  countries. 

But,    unfortunately,    Davidoff   has* 
ncgelectcd  fine  non-Cuban  cigars.  Hisjl 
Zino  brand  Honduran  cigar,  which  he  || 
sells  in  the  U.S.,  trails  far  behind  such! 
best-selling  labels  as  Macanudo  and! 
Partagas.  And  the  U.S.  is  the  world's] 
largest  cigar  market. 

But  don't  feel  too  sorry  for  Davidoff. 
He  has  already  cashed  out,  selling 
most  of  his  company  to  Swiss  tobacco 
retailer,  Oettingcr  Imex  S.A.  (estimat 
ed  annual  revenues:  $250  million)  m 
1970.  They  let  him  participate  in  ma 
jor  decisions  and  agree  it's  quality 
that  counts.  "We  are  the  missionaries 
of  good  taste,"  says  Davidoff  grandly. 

With   luck,    Davidoffs   reputation 
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Why  are  98%  of  Americas  innovative 
new  products  coming  from  growth 


companies  r 


? 


® 


According  to  the  National  Science  Foundation,  "radical"  product  develop- 
ments are  not  coming  from  our  largest  companies,  but  from  a  group  of  more 
entrepreneurial  enterprises. 

This  dynamic  group  of  growing  companies  is  responsible  not  only  for  the 
surge  in  new  products,  but  a  surge  in  jobs  and  sales  as  well. 

Now  just  think  of  the  business  opportunities  all  that  growth  might 
provide  for  you. 


The  magazine  for  growing  companies 
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will    survive    Castro — and    commu- 
nism as  well. — Manjeet  Kripalani 


Hedged  bets 

Back  in  1958,  S.  Donald  Sussman 
kept  hearing  about  the  revolu- 
tionary ferment  in  Cuba.  He  reckoned 
if  Cuba  went  communist,  the  disrup- 
tion in  Cuba's  sugar  exports  would 
drive  up  prices  everywhere.  So  he  bet 
some  $300  on  the  stock  of  Michigan 
Sugar.  His  timing  couldn't  have  been 
better,  and  he  increased  his  money 
sixfold — not  bad  for  a  12-year-old. 

Today,  Sussman  is  a  mustachioed 
43-year-old  running  Paloma  Partners, 
a  Manhattan-based  hedge  fund,  with 
$400  million  under  management  and 
a  $5  million  minimum  investment. 
Among  Sussman's  clients:  McKinsey 
&  Co.  partners,  anonymous  Holly- 
wood executives,  the  Mellon  family 
and  the  Tisch  family.  Not  that  it  was 
hard  to  land  the  Tisch  account.  Suss- 
man is  married  to  the  daughter  of 
Preston  Robert  Tisch  (see  listings),  the 
former  postmaster  general  who  runs 
Loews  Corp.  with  brother  Laurence. 

Does  Sussman  take  his  cues  from 
Uncle  Larry,  whose  Loews  Corp.  is 
one  of  the  value  crowd's  favorite 
stocks?  Not  exactly.  Sussman  runs 
his  hedge  fund  with  modem  portfolio 
theory,  a  highly  mathematical  brand 
of  investing  that  has  very  little  to  do 
with  finding  stocks  that  arc  cheap  rel- 
ative to  their  net  asset  value. 

Instead,  Sussman  arbitrages  price 
discrepancies  between  related  finan- 
cial instruments.  Since  June,  for  in- 
stance, he  has  been  buying  Del  Webb 
Corp.'s  convertible  debentures  and 
shorting  the  company's  stock.  If  Del 
Webb's  stock  falls,  Sussman  will 
make  heaps  of  money  on  the  short 
sale,  but  won't  lose  too  much  on  the 
convertible  debenture,  because  the 
bond's  price  is  supported  by  its  10%% 
coupon.  But  if  the  stock  takes  off,  the 
convertible  is  likely  to  get  as  big  a 
kick  as  the  stock  because  of  the 
bond's  conversion  privilege. 

Not  only  do  Sussman's  clients 
stand  to  win  whatever  the  stock  price, 
they  also  pick  up  the  coupons  on  the 
bond  and  make  money  from  the  short 
rebate.  (When  a  stock  is  sold  short, 
the  broker  arranging  the  short  sale 
invests  the  proceeds.  Professional 
shortsellers  typically  get  rebated  75% 


Paloma  s  Donald  Sussman 
Helping  the  rich  get  richer. 

of  the  interest  the  broker  thus  earns.) 
Sound  complex?  It's  also  very  prof- 
itable. Sussman  claims  to  have  re- 
turned 20%  a  year  over  the  last  five, 
about  on  par  with  both  the  s&p  500 
and  the  average  money  manager 
tracked  by  cda  Investment  Technol- 
ogies. But  he  has  produced  those  re- 
turns at  the  level  of  market  risk  asso- 
ciated with  T  bills.  Says  he,  "The  key 
is,  you  can  be  completely  wrong  and 
still  make  money."  No  wonder  the 
rich  get  richer. — Jonathan  Clements 


Even  the  model 
costs  $50,000 

Inside  a  converted  granary  ware- 
house in  the  heart  of  London's  posh 
Chelsea  district,  Jon  Bannenberg,  60, 
guides  a  team  of  architects,  designers 
and  modelmakers,  bringing  into  the 
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Jon  Bannenberg,  yacht  designer 
Dreams,  at  tip  to  $21  million. 


world  the  Bannenberg  specialty:  cus- 
tom-designed yachts.  The  latest  one, 
launched  in  April,  is  the  Stefaren,  built 
for  one  of  the  wealthiest  people  in  the 
world,  centimillionaire  Bennett  Le- 
Bow.  At  177  feet,  it  is  the  largest  pri- 
vate yacht  to  be  built  in  Great  Britain 
since  1936. 

Bannenberg  has  designed  some  of 
the  most  expensive  yachts  afloat,  in- 
cluding Donald  Trump's  289-foot 
Trump  Princess-which.  Bannenberg 
originally  designed  for  Adnan  Kha- 
shoggi-and  Robert  Maxwell's  171- 
foot  Lady  Ghislaine.  (Malcolm  Forbes' 
151 -foot  Highlander  is  also  a  Bannen- 
berg design.) 

Bannenberg  says  he  begins  with  an 
owner's  fantasy.  He  then  creates  hun- 
dreds of  sketches  and  watercolor  ren- 
derings, presents  a  selection  of  mate- 
rials to  be  used  and  builds  a  three- 
dimensional  model  that  itself  can 
cost  up  to  $50,000.  Nothing  is  too 
much  for  Bannenberg.  An  elevator  on 
board?  Sure,  for  $150,000.  Swimming 
pool?  About  $130,000. 

Once  approved,  Bannenberg's  de- 
tailed plans  are  turned  into  yachts  in 
boat  yards  all  over  the  world:  in  Aus- 
tralia, Italy,  Germany,  Finland, 
Greece,  Japan,  France,  Portugal  and 
England.  Each  yacht  can  take  up  to 
three  years  to  complete. 

Luxury  yachts  remain  the  last  of 
the  great  handcrafted  transports,  and 
since  1960  Bannenberg's  firm,  Jon 
Bannenberg,  Ltd.,  has  taken  the  trade 
to  new  heights.  Bannenberg  insists  on 
harmonizing  all  parts  of  the  design 
right  down  to  the  towels,  toothbrush- 
es and  $800  doorknobs. 

"Nobody  covers  all  phases  to  the 
extent  that  we  do,"  he  asserts.  The 
typical  Bannenberg  yacht  costs  $12 
million  to  $15  million — LeBow's  Ste- 
faren is  his  record,  at  an  estimated  $21 
million.  Last  year  alone,  $70  million 
worth  of  Bannenberg-designed  yachts 
were  christened. 

Born  in  Sydney,  Australia,  Bannen- 
berg is  the  son  of  a  noted  puppeteer. 
Trained  as  a  pianist,  he  sailed  to  Lon- 
don in  1951,  where  he  played  music, 
acted  and  designed  sets  for  the  British 
Commonwealth  Theatre.  Then  he  got 
interested  in  custom  yachts.  With  the 
help  of  shipwrights,  naval  architects, 
engineers  and  other  mechanical  spe- 
cialists, Bannenberg  manages  to  turn 
his  artistic  skills  to  account. 

"The  only  thing  that  is  constant 
about  my  yachts  is  that  you  have  to  be 
rich  to  own  one,"  declares  Bannen- 
berg. He  is  clearly  doing  well  himself: 
He  is  currently  designing  his  own  per- 
sonal dream  project,  a  125-foot  sail- 
boat.— Greg  Burks 
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SPECIAL  ADVERTISING  SUPPLEMENT 

Preventing  Executive  Heart  Disease 


!Y  ROBERT  E.  KOWALSKI 

rhe  story  is  all  too  familiar: 
After  years  of  tireless 
effort,  a  successful  execu- 
ive  suffers  a  heart  attack  just 
t  the  apex  of  his  career.  And 
ar  too  often  that  heart  attack  is 
atal,  a  horrible  waste  of  talent 
or  his  company  and  a  tragedy 
Dr  his  family. 

The  statistics  are  unrelent- 
ig.  Cardiovascular  disease  is 
he  nation's  number  one  killer. 
Tiis  year  as  many  as  1.5  mil- 
on  Americans  will  have  a 
leart  attack;  more  than  500,000  of 
hem  will  die. 

The  real  shame  is  that  this 
laughter  is  largely  preventable. 
Vhile  family  medical  history 


cannot  be  altered,  other  risk  fac- 
tors— elevated  cholesterol  levels, 
cigarette  smoking,  high  blood  pres- 
sure and,  to  a  lesser  extent,  stress 
and  lack  of  physical  fitness — can  be 
controlled. 


The  shrewd  executive  is 
ever-aware  of  business  condi- 
tions that  may  have  an  impact 
on  the  well-being  of  his  com- 
pany and  his  own  career.  Yet 
he  may  well  ignore  other 
influences  that  could  well  cut 
his  career  short. 

My  own  history  is  a  case  in 
point.  By  the  age  of  41, 1  had 
suffered  a  heart  attack  and 
two  coronary  bypass  sur- 
geries. The  prognosis  was 
not  good,  and  I  had  to  start 
taking  an  active  role  in 
fighting  for  my  own  life. 

As  a  medical  writer  with  20  years 
of  experience,  I  began  that  fight  in 
the  pages  of  the  medical  literature.  I 
gave  myself  the  assignment  of  find- 
ing a  way  to  defeat  the  disease 
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that  had  taken  my  father's  life  and 
threatened  my  own.  The  result  was 
a  program  that  worked  dramatically 
for  me  and  for  others  in  clinical 
testing,  and  which  is  detailed  in  my 
book,  The  8-Week  Cholesterol  Cure. 

Elevated  cholesterol  levels  are 
recognized  as  a  major  risk  factor  in 
the  development  and  progression  of 
heart  disease.  Recent  research 
has  proven  that  for  every  1% 
decline  in  cholesterol  levels  in 
the  blood,  heart  disease  risk 
can  be  reduced  2%.  But  merely 
cutting  back  in  the  foods  rich 
in  cholesterol  is  not  enough. 
Dietary  measures  must  also 
consider  fat  intake.  In  fact, 
saturated  fat  in  the  diet  is  a 
more  important  factor  in 
blood  cholesterol  than  is 
dietary  cholesterol  itself. 

Moreover,  some  indi- 
viduals' bodies  produce 
an  excessive  amount  of 
cholesterol  in  the  liver. 
They  respond  dramatically 
to  changes  in  levels  of  fat 
and  cholesterol  in  the  diet. 
Occasionally  other  forms  of 
intervention,  including  pre- 
scription drugs,  may  be  nec- 
essary. 

All  executives  should  know 
their  cholesterol  count.  Ideally 
the  level  of  total  cholesterol  will  be 
under  200  mg/dl.  Readings  of  240 
or  above  place  one  at  significantly 
increased  risk.  Borderline  measure- 
ments between  200  and  240  call  for 
dietary  changes  and  subsequent 
follow-up.  If  those  borderline 
counts  are  accompanied  by  two 
other  risk  factors  such  as  cigarette 
smoking,  hypertension  or  family 
history,  intervention  measures  are 
called  for. 

Of  I  he  total  cholesterol,  the  ratio 
between  the  two  principal  compo- 

itsis  especially  important. 
ChoK  sterol  itself  is  insoluble  in 


water  and  thus  must  be  bound  to 
compounds  known  as  lipoproteins 
to  be  carried  through  the  blood. 
Low-density  lipoprotein 
cholesterol  (LDL)  increas- 
es the  formation  of 
artery-occluding  plaque 
and  the  risk  of  heart 
attack,  while  high- 
density  lipopro- 
tein cholesterol 
(HDL)  decreases 
those  risks.  The 
goal,  then,  is  to 
decrease  the  amount  of 
L.,1,       LDL  in  the  blood  and  increase 
*tL      the  level  of  HDL. 

The  place  to  start  is  with 
the  diet.  For  good  nutrition, 
the  old  advice  of  selecting  a 
A    wide  variety  of  foods  from  the 
basic  four  food  groups  still 
holds  true.  But  today  we 
should  concentrate  on  low- 
fat,  low-cholesterol  selec- 
tions. With  a  bit  of  effort, 
that's  not  difficult  at  all.  Let's 
take  a  look  at  some  specifics 
within  those  food  groups: 
In  the  meat  group,  more 
properly  termed  the  protein 
group,  we  should  select  more 
white-meat  poultry,  fish  and 
seafood,  lean  cuts  of  beef,  and 
meat  alternatives  including 
dried  beans  and  peas.  Eggs, 
although  a  rich  source  of  protein, 
also  supply  a  large  amount  of 
cholesterol.  Egg  substitutes  are 
preferred,  as  are  egg  whites,  which 
contain  no  cholesterol  at  all. 
There's  no  reason  to  com- 
pletely eliminate  red  meat. 
Beef  provides  excellent  nutri 
tion  and  can  be  included 
regularly  in  a  heart-healthy 
diet.  Just  limit  the  serving 
size  and  stick  with  the 
leaner  cuts. 

The  milk  group  is  responsi 
ble  for  much  of  the  saturated 


fat  and  cholesterol  in  the  diet,  yet 
dairy  foods  provide  important  calci 
um  and  other  nutrients.  Make 
your  selections  wisel; 
by  opting  for  non- 
fat and  low-fat 
varieties.  Start 
reading  nutritioi 
labels  on  foods. 
You'll  see  that 
whole  milk  con- 
tains 8  grams  of 
fat  per  cup,  while 
skim  milk  has  practi 
cally  none. 
The  fruit-vegetable  group  of 
foods  allows  us  to  go  wild  in  the 
supermarket  aisles.  Go  for  as  mucl 
variety  as  possible,  enjoying  the 
cornucopia  of  domestic  and  import 
ed  fruits,  berries,  greens  and  veg- 
etables of  all  sorts. 

The  fourth  food  group,  breads 
and  grains,  again  calls  for  diligence 
in  terms  of  reading  labels.  Avoid 
those  made  with  whole  eggs  or  sat 
urated  fats.  Here  we  find  some  of 
the  "hidden"  fats  in  the  diet.  The 
tropical  oils — coconut,  palm,  and 
palm  kernel — are  more  saturated 
than  lard  or  butterfat. 

When  it  come  to  oils  and  spreads 
the  choices  are  simple.  Ask  for  ma 
garine  rather  than  butter.  In  restau 
rants  have  the  chef  saute  in  olive  oi 
rather  than  butter.  At  home  use 
olive  oil  and  canola  oil,  both  rich  in 
mono-unsaturated  fats. 

Why  the  emphasis  on  mono- 
unsaturated  fats?  They're  a  tradi- 
tional part  of  the  diet  in  population; 
.     known  to  have  low  rates  of 
heart  disease.  Mono- 
unsaturates  used  to 
replace  saturated  fats 
lower  LDL  cholesterol 
levels  as  effectively  as 
polyunsaturated 
fats,  but  do  not  lower 
the  levels  of  the  protective 
HDL  cholesterol  as  the 


If  You're  Over  40,  You've  Got  a  Choice 

VARILUX  OR  BIFOCALS 


Varilux  ,  the  proven  "lineless" 
alternative  to  bifocals. 

Over  30  million  people  are  now  wearing  Varilux, 
the  new  kind  of  eyeglasses  that  make  bifocals  obsolete. 

Besides  not  having  that  distracting,  age-revealing 
bifocal  line,  Varilux  have  other,  even  more  important  ad- 
vantages. Unlike  bifocals  Varilux  lenses  let  you  see  clearly 
3t  all  distances  -  including  that  critical  "intermediate" 
distance  -  like  the  numbers  on  your  car's  odometer,  or 
orices  on  the  supermarket  shelf. 

With  Varilux,  your  vision  flows  naturally  and  clearly 
from  near,  to  intermediate  to  far  -  without  any  disturbing 
ines  to  get  in  your  way. 

PRESBYOPIA.  Why  people  over  40  have  trouble 
telling  "3's"  from  "8's"  in  the  phone  book. 


Why  not  bifocals? 


First,  who  wants  that  obvious,  annoying  segment 
line?  Second,  bifocals  only  correct  for  near  and  far.  They 
can't  help  at  all  at  the  critical  "intermediate"  range,  like 
Varilux  lenses  do. 

Ask  your  own  eyecare  professional  about  the 
advantages  of  Varilux  over  bifocals.  And  look  for  the 
Varilux  Certificate  of  Origin  as  your  guarantee  of 
receiving  genuine  Varilux  lenses. 


Or  for  the  location  of  the  Varilux  professional  nearest 
you, complete  the  coupon  below  or  call,  toll-free 


1-800-562-LENS  Ext.547 


Presbyopia  is  first  notice- 
able at  around  age  40.  It 
diminishes  the  ability  of 
your  eye's  crystalline  lens 
to  focus  on  things  up 
close,  such  as  fine  print. 
Presbyopia  is  a  perfectly 
natural  part  of  the  aging 
process,  and  Varilux  lenses 
correct  it  beautifully. 


Crystalline  Lens  -  focuses 

light  on  your  eye's  retina 

to  form  an  image. 

Eye  Care.  Everyone  should 

have  an  eye  examination  at 

least  once  a  year.  Consult 

your  independent  eyecare 

professional  for  best  advice. 

©  1989  Varilux  Corporation 


MAIL  TO:  VARILUX  CORPORATION 
P.O.Box  3900 
Peoria,  IL  61614 

YES!  I  want  to  find  out  more  about  the  exciting  alternative  to 
bifocals.  Please  send  me  the  name  and  location  of  my  nearest 
VARILUX  professional. 


NAME 


AGE 


ADDRESS 


CITY 


STATE 


ZIP 


My  current  form  of  vision  correction  is: 
Bifocals/Trifocals  □    Readers 
Progressive  Lenses  D    No  Correction  G 


FBS-10 


VARILUX 

The  clear  choice  over  bifocals. 
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preventing  Executive 
lieart  Disease 


polyunsaturates  have  been  shown 
to  do. 

A  heart-healthy  diet  should  also 
be  low  in  salt  and  other  forms  of 
sodium,  since  that  mineral  plays  a 
significant  role  in  hypertension. 
Instead  of  salt  to  flavor  foods,  opt 
for  a  variety  of  herbs  and  spices. 
McCormick's  Parsley  Patch  season- 
ings offer  an  excellent  salt  alterna- 
tive that  can  be  used  at  home  and  in 
restaurants. 

But  what  you  do  eat  can  be  as 
important  as  what  you  avoid  in  your 
diet.  Today  we  know  there  are 
foods  that  can  actually  lower  your 
cholesterol  level.  Oat  bran,  oat- 
meal, dried  beans  and  peas,  rice 
bran,  apple  fiber  and  barley  are  rich 
in  soluble  fiber,  the  kind  proven  to 
bring  cholesterol  counts  down. 

In  most  cases,  a  bit  of  dietary 
modification  will  work  wonders  in 
lowering  cholesterol  levels,  dra- 
matically reducing  the  risk  of  heart 
disease.  But  for  some  individuals 
diet  alone  in  not  enough.  Steps 
must  be  taken  to  counter  the  body's 


own  production  of  cholesterol 
through  large  doses  of  the  vitamin 
niacin  or  prescription  drugs. 
Discuss  the  possibilities  with  your 
physician  if  diet  alone  fails  to  bring 
your  cholesterol  count  low  enough. 

While  diet  is  the  first  step 
toward  a  heart-healthy 
lifestyle,  other  factors  must 
also  be  considered.  One 
we've  read  and  heard  a 
lot  about  is  stress.  But 
what  successful  executive 
can  be  free  of  stress?  Or  would 
want  to  be? 

Yet  the  connection  remains. 
Cholesterol  levels  have  been  shown 
to  rise  for  accountants  before  the 
April  15  tax  deadline  and  for  medi- 
cal students  prior  to  examinations, 
then  to  fall  after  those  stressful  situ- 
ations pass.  Stress  can  precipitate 
clamping  of  arterial  walls,  in  turn 
leading  to  pains  of  angina  or  even  a 
heart  attack.  Moreover,  behavioral 
traits  including  anger  and  hostility 
have  been  linked  convincingly  with 
heart  attack  and  shortened  life. 


Seeing  Better  After  Forty 


If  you're  beginning  to  have  trouble 
reading  the  phone  book  and  are 
around  age  40  or  over,  you  proba- 
bly have  presbyopia. 

Presbyopia  is  the  hardening  of 
the  lens  in  the  eye  that  occurs  in 
everyone  as  they  grow  older.  It 
makes  the  lens  in  your  eye  very 
much  like  the  lens  in  a  "fixed 
focus"  camera.  It  can  "take  pic- 
ture-      distant  objects  clearly,  but 
those  lake  n  up  close  come  out  dim 
and  blurry. 

There  are  s<   eral  ways  your  eye 
.  (  an  restore  your  eyes'  abili- 
ip  close.  Until  recently, 
nted  over  200  years 
ago,  onsidered  the 


"modern"  solution  for  presbyopia. 
Today,  a  comparatively  new  type  of 
corrective  lens  called  "progressive 
lenses,"  are  a  clear  choice  over 
bifocals.  These  lenses  provide  a 
full  range  of  focus  —  from  near,  to 
intermediate,  to  far  —  and  have  no 
seams  or  lines.  They  look  exactly 
like  normal  single  vision  lenses. 

Several  companies  now  manu- 
facture progressive  lenses. 
VARILUX,  who  introduced  this 
type  of  lens  in  the  U.S.,  has  a 
patented  design  with  an  estab- 
lished record  of  patient  satisfaction. 

Generally  speaking,  it  is  recom- 
mended that  everyone  have  an  eye 
examination  at  least  once  a  year. 


Can  you 

completely 

eliminate  stress?  Probably  not. 

But  you  can  learn  to  cope  with  it. 

While  beyond  the  scope  of  a  brief 

article  such  as  this,  relaxation  tech 

niques  can  be  learned.  Take  break; 

from  stress  throughout  the  day, 

perhaps  just  a  walk  around  the 

block  or  a  few  moments  of  quiet 

meditation. 

Exercise  is  a  very  effective  way  c 
dealing  with  stress  in  life;  it  has  a 
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aiming  influence  on  the  entire  day. 
uid  exercise  pays  off  in  a  number 
if  other  ways  as  well. 
Physical  fitness  has  been  statisti- 
ally  correlated  with  long  life  in 
tudy  after  study.  Exercise  helps 
'  >eople  to  lose  and  control  weight, 
vhich,  in  turn,  leads  to  lowered 
holesterol  levels.  Aerobic  exercise 
!  mproves  the  efficiency  of  the 
leart's  muscular  pumping  capabili- 
y  as  demonstrated  by  lowered 
leart  rates  in  those  who  do  regular 
workouts.  Exercise  can  also 
ncrease  the  level  of  the  protective 
IDLs  in  the  blood.  And,  finally,  but 
ery  importantly,  regular  exercise 
imply  makes  you  feel  better,  with 
nore  energy  and  vitality. 


reventing  Executive 
Heart  Disease 


What  kind  of  exercise  is  best? 
The  kind  you  can  do  regularly  and 
that  which  you'll  enjoy.  For  some 
that  means  jogging  or  walking. 
Others  prefer  using  equipment  of 
one  sort  or  another.  The  Nordic 
Track,  for  example,  simulates  the 
very  aerobic  activity  of  cross-coun- 
try skiing,  providing  an  excellent 
workout. 

But  heart  health  calls  for  lifestyle 
changes  on  a  permanent  basis.  Is  it 
possible  for  the  busy  executive  to 
achieve  those  changes  routinely? 
There's  no  question  about  it. 

Do  you  fly  on  business  frequent- 
ly? Have  your  travel  agent  or  secre- 
tary call  the  airline  to  request  a  low- 
cholesterol  meal.  Booking  a  hotel? 


Make  a  reservation  where  you 
know  you'll  find  workout  facilities. 
Looking  for  a  restaurant?  Select 
those  whose  menus  offer  heart- 
healthy  choices. 

Is  it  possible?  It's  absolutely 
essential.  Consider  heart  disease  as 
a  hostile  takeover  that  must  be 
stopped.  Your  investment  in 
improved  diet  and  lowered  choles- 
terol, quitting  cigarettes,  stress  con- 
trol and  regular  exercise  will  pay  off 
in  dividends  of  a  longer,  healthier 
and  happier  life  for  years  to  come. 

Robert  Kowalski  is  the  author  of  the 
bestseller  The  8-Week  Cholesterol  Cure. 
Designed  by  November  and  Lawrence, 
Inc.;  Photographs  by  Don  Hunstein. 


Ln  a  highly  competitive  environment, 
it's  always  survival  of  the  fittest. 


In  the  business  world, 
stamina  equals  success.  And 
nothing  gets  you  in  top  physical 
and  mental  shape  like  regular 
exercise. 

NordicTrack®  is  a  total 
body  workout  that  duplicates 
the  cross-country  skiing 
motion  and  provides  a  better 
cardiovascular  workout  than 
exercise  bikes,  rowers  or 
treadmills. 

With  NordicTrack,  you 
can  bum  more  calories  in  a 
20-minute  workout  than  with 
any  other  type  of  exercise 
machine. 

You'll  feel  stronger,  more 
alert  and  less  stressed-out. 

So  call  NordicTrack.  And 
acquire  one  of  the  few  legal 
ways  to  gain  an  unfair  advan- 
tage over  the  competition. 
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Free  Brochure  &  Video. 

Call  Toll  Free  1-800-328-5888. 
ln  Canada  1-800-433-9582. 

D  Please  send  me  a  free  brochure. 

D  Also  a  free  video  tape  D  VHS  D  BETA 

Name ! 

Street 


-State— 


-Zip- 


City 

Phone (  ) 

141  Jonathan  Blvd.  N.  Chaska.  MN  55318 
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If  the  microchip's  amazing  productive  power  is  the  backbone  of 
today's  economy  and  private  fortunes,  it's  time  to  recognize  the\ 
chip's  pioneers  and  innovators — even  if  they  aren't  as  rich  as  the 
people  who  have  exploited  their  inventions. 

Where  are  the 
microchip  billionaires? 


By  George  Gilder 


YOU  TALK  ABOUT  chips  tOO 
much,"  billionaire  finan- 
cier Michael  Milken  once 
ribbed  me.  But  he  was 
wrong  if  he  meant  to  dis- 
parage the  importance  of  the  micro- 
chip in  the  American  economy.  Like 
nearly  all  the  other  new  fortunes  on  or 
just  below  The  Forbes  Four  Hundred, 
Milken's  wealth  could  not  have  been 
accumulated  without  the  technol- 
ogies made  possible  by  the  microchip. 
In  the  late  20th  century,  the  central 
technological  innovation  is  the  com- 
puter on  a  single  sliver  of  silicon.  The 
microchip  is  everywhere.  It  underpins 
the  modern  fortunes  being  made  by 
people  like  Sam  Walton  and  Leslie 
Wexner  in  retailing;  like  George  Lin- 
dcmann  and  Craig  McCaw  in  cellular 
phones;  like  Mike  Milken  and  Henry 
Kravis  in  finance;  and  so  on.  From 
retailing  to  real  estate,  finance  to  pub- 
lishing, the  new  fortunes  have 
emerged  in  an  environment  of  eco- 
nomic growth  fostered  by  new  infor- 
mation technologies  that  the  men  and 
women  on  the  list  neither  invented 
nor  produced. 

Put  slightly  differently,  the  micro- 
chip is  at  the  heart  of  these  modern 
entrepreneurial  achievements  rather 
as  steel  and  oil  were  central  to  the 
automotive  fortunes  made  earlier  in 
the  century.  The  Carnegies  grew  rich 
in  steel  and  the  Rockefellers  in  oil. 
But  of  all  the  inventors  and  entrepre- 
neurs of  the  semiconductor  industry, 
only  Gordon  Moore,  who  helped 
found  Intel  and  then  held  on,  has 
reached  The  Forbes  Four  Hundred. 
What  of  the  computer-based  for- 


tunes of  Microsoft's  William  Gates  III 
or  Next's  Steven  Jobs?  They  derive 
from  using  microchips,  rather  than 
producing  them.  No  question,  soft- 
ware is  vastly  important  to  the  rise  of 
the  computer  industry.  But  Gates' 
software  essentially  recapitulates  in 
the  microcomputer  domain  software 
innovations  created  in  earlier  decades 
for  mainframes.  Like  Steven  fobs  be- 
fore him,  Gates  made  his  phenomenal 
contribution  in  product  definition 
and  development,  rather  than  in 
invention. 

According  to  Cahners  Economics, 
electronics  is  now  the  largest  durable 
goods  manufacturing  industry  in  the 
U.S.  Who  uses  this  new  productive 
power?  Service  businesses,  primarily. 

While  information  technology  ac- 
counts for  10%  of  manufacturing  cap- 
ital, for  example,  it  represents  nearly 
60%  of  the  capital  in  the  securities 
industry  in  which  Milken  thrived.  If 
you  are  going  to  talk  about  the 
sources  of  wealth  in  the  U.S.  today, 
whether  in  manufacturing  or  services, 
you  have  to  talk  about  the  microchip. 

Yet  talking  about  the  microchip  in- 
novators even  to  intelligent  people 
tends  to  bring  yawns.  Hovering  in  the 
background,  perhaps,  is  the  unspoken 
question:  "If  they're  so  smart,  why 
aren't  they  rich?"  It  is  an  important 
question  that  brings  to  the  fore  a  lit- 
tle-understood fact  of  capitalism.  At 
the  heart  of  the  system  is  not  the 
making  and  investing  of  money.  The 
heart  of  capitalism  is  the  explosive 
combination  of  investing  with  in- 
venting. Without  technical  innova- 
tion and  resourceful  investment,  capi- 
talist economies  stagnate.  They  begin 
to   look    like    the    Soviet   economy, 


which  has  maintained  high  levels  of 
nominal  investment  through  the 
years  of  its  decline. 

Because  information  technologies 
based  on  the  microchip  have  been 
critical  to  most  of  the  new  fortunes  of 
this  era,  it  seems  to  me  appropriate  to 
pay  homage  to  some  of  the  heroes  of 
electronics — even  if  they  aren't  super- 
rich.  All  these  men  are  millionaires. 
But  few  of  these  microchip  heroes  can 
even  dream  of  the  hundreds  of  mil-' 
lions  commanded  by  The  Forbes  Four 
Hundred.  If  the  truth  be  known,  few 
innovators  do  dream  of  such  wealth. 
While  money  is  the  very  means  of 
production  of  an  investor,  it  is  second- 
ary to  an  inventor  or  engineer.  The 
holdings  of  the  microchip  entrepre- 
neurs come  primarily  in  the  form  of 
ideas,  in  a  global  economy  dominated 
more  and  more  by  fortunes  of  thought 
rather  than  hoards  of  things. 

This  following  selection  is  highly 
arbitrary.  It  includes  men  who  exceed 
most  of  The  Forbes  Four  Hundred  in 
their  present  and  probable  future  con- 
tributions to  the  creation  of  the  na- 
tion's wealth.  This  list  of  innovators 
embodies  a  panorama  of  the  entrepre- 
neurial and  inventive  genius  on  the 
frontiers  of  the  computer  and  micro- 
chip industries.  Beyond  these  men  are 
thousands  of  critical  contributors, 
from  schools  and  churches  to  hospi- 
tals and  farms,  who  also  play  an  indis- 
pensable role  in  the  ecology  of  wealth 
creation.  If  you  grant  me  that  the  mi- 
crochip's incredible  productive  pow- 
ers are  hidden  within  nearly  all  the 
fortunes  on  the  list  of  The  Forbes  Four 
Hundred,  then  these  innovators  and 
entrepreneurs  profiled  on  the  follow- 
ing pages  deserve  recognition. 


Andrew  Grove 

Andy  Grove,  53,  is  the  current  chief 
.executive  of  and  driving  force  be- 
hind Intel  Corp.'s  continuing  domi- 
nance of  the  global  semiconductor  in- 
dustry. For  the  past  decade  Intel  has 
probably  been  the  most  important 
single  innovator  in  the  global  econo- 
my. During  the  period  that  Grove  as- 
cended to  the  top  of  Intel,  the  compa- 
ny created  or  launched  the  devices 


and  processes  that  still  provide  more 
than  half  of  all  global  microchip  reve- 
nues. These  include  the  dynamic  ran- 
dom access  memory  (dram);  the  stat- 
ic ram;  the  erasable  programmable 
read  only  memory  (Eprom);  the  mi- 
croprocessor; and  the  silicon  gate  pro- 
cess critical  to  nearly  all  semiconduc- 
tor technologies.  Now,  by  purchasing 
digital  video  interactive  (dvi)  technol- 
ogy from  Samoff  Laboratories,  Intel 
has  taken  leadership  in  the  field  of 
computer  graphics.  This  will  make 
Intel  a  tough  competitor  against  N.V. 
Philips  of  Holland  and  the  Japanese  in 
establishing  the  standard  for  cd-rom 
and  other  video  technologies  for  en- 
tertainment and  education.  In  a  major 
recent  development,  ibm  has  signed 
up  with  Intel  for  dvi. 

A  classic  example  of  why  our  keep- 
'em-out  immigration  policy  is  so  di- 
sastrous for  the  economy,  Grove  fled 
Hungary  as  a  young  man  in  1956,  ar- 
riving in  New  York  with  a  hearing 
impairment  and  little  knowledge  of 
English.  He  graduated  first  in  his  class 
at  City  College,  won  graduate  degrees 
at  Berkeley,  moved  to  Gordon 
Moore's  promethean  laboratory  at 
Fairchild  Semiconductor,  wrote  a 
classic  text  on  microchips,  The  Pljysics 
and  Technology  of  Semiconductor  De- 
vices, and  then  reportedly  spurned  of- 


fers of  equity  when  he  joined  Intel 
(the  rumor  was  he  thought  it  was  too 
risky).  Today  Intel's  market  value  is 
$5.8  billion.  Grove's  holdings  amount 
to  around  $10  million. 

John  Akers 

Akers,  54,  is  a  former  Yale  hockey 
.star  who  rose  to  become  the  exec- 
utive in  charge  of  ibm's  Information 
Systems  &  Communications  Group. 
He  took  over  as  ibm  president  in  1983, 
during  a  period  when  the  firm  was 
falling  rapidly  behind  the  Japanese  in 
the  production  of  microchips,  which 
are  at  the  heart  of  ibm's  computer 
empire.  Akers  led  the  firm  to  the  fore- 
front of  the  microchip  industry.  Al- 
though ibm  still  produces  solely  for  its 
own  use,  the  firm  today  is  the  only 
company  in  the  world  manufacturing 
the  next  generation  of  microchip 
memories  (4-megabit  drams)  in  vol- 
ume on  state-of-the-art  8-inch  wafers. 
Under  Akers,  ibm  also  became  the 
leading  force  behind  both  Sematech, 
the  government-industry  consortium 
aimed  at  revitalizing  U.S.  microchip 
processing  technology,  and  U.S. 
Memories,  a  computer  and  chip  firm 


.\nJrew  Popper 


consortium  targeting  the  dram  mar- 
ket. Akers  holds  a  central  position  on 
any  list  of  influential  computer  exec- 
utives, but  his  decisions  are  equally 
important  to  the  American  semicon- 
ductor industry.  At  $2  million  last 
year  in  salary  and  bonus,  Akers  is  well 
paid  but  not  wealthy:  Including  op- 
tions, he  owns  around  $4  million  of 
ibm  stock. 

Thomas  Longo 

Iongo,  62,  is  the  founder  and  chief 
I  executive  of  Sunnyvale,  Calif. 's 
Performance  Semiconductor.  He 
earned  his  doctorate  from  Purdue  in 
1957  and  joined  Sylvania,  then  active 
in  microchips.  By  1962  Longo  had 
made  one  of  the  most  important  inno- 
vations in  semiconductors,  perfecting 


the  cheap  Transistor-Transistor  Logic 
(ttl)  devices  that  are  still  widespread 
on  printed  circuit  boards.  But  Syl- 
vania never  supported  Longo's  inven- 
tion, and  it  was  exploited  chiefly  by 
Texas  Instruments.  In  1970  Longo  ar- 
rived at  Fairchild  Semiconductor  just 
after  Robert  Noyce,  Gordon  Moore 
and  Andrew  Grove  departed  to  start 
Intel.  He  developed  a  number  of  fast 
memories  and  a  key  microprocessor, 
but  Fairchild  declined  even  faster. 

Finally,  in  April  1984,  Longo  went 
out  on  his  own.  He  launched  Perfor- 
mance Semiconductor  to  meet  all  the 
process  goals  of  the  billion-dollar  De- 
fense Department  Very  High  Speed 
Integrated  Circuit  (vhsic)  program 
that  had  begun  years  before.  Within 
five  years,  and  with  no  government 
money,  Longo  exceeded  all  his  tar- 
gets. By  1989,  using  nearly  all  U.S. 
chipmaking  equipment,  Longo's  firm 
had  decisively  exceeded  all  the  vhsic 
standards.  Performance  is  now  pro- 
ducing microchips  in  volume  with 
minimum  feature  sizes  of  less  than 
one-half  a  micron,  ahead  of  ibm,  the 
Japanese,  Sematech  and  everyone 
else.  Backed  by  venture  money  from 
supercomputer  wizard  Seymour  Cray, 
Performance  is  making  static  rams 
that  can  be  coupled  directly  to  super- 
fast  gallium  arsenide  circuits  in 
Cray's  new  supercomputers.  Now  on 
a  profitable  sales  run  of  $50  million, 
Performance  is  one  of  the  most  prom- 
ising companies  in  electronics.  An 
initial  public  stock  offering  scheduled 
for  early  next  year  will  probably  value 
Performance  at  about  $200  million. 
Longo  owns  9%  of  the  company. 

Joseph  Rodney  Canion 

Rod  Canion,  44,  is  chief  executive 
and  a  founder  of  Houston's  Com- 
paq Computer  Corp.  With  sales  rising 
from  nothing  to  over  $2  billion  in  six 
years — and  market  value  to  about 
$3.4  billion — Compaq  is  one  of  the 
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fastest-growing  companies  ever 
launched  in  any  industry.  Its  success 
has  been  based  on  cloning  ibm  person- 
al computers,  but  according  to  well- 
regarded  computer  industry  analyst 
Mark  Stahlman  of  Alex.  Brown  & 
Sons,  Compaq  is  no  longer  an  ibm 
clone  producer.  In  recent  years  it  has 
been  setting  many  of  the  standards  in 
personal  computing.  Now,  in  some- 
thing called  the  Extended  Industry 
Standard  Architecture  design,  Canion 
is  spearheading  an  effort  to  seize  the 
standard  altogether  from  ibm,  which 
is  upholding  a  system  called  Micro 
Channel.  By  any  standard,  Canion  is  a 
paragon  of  the  computing  industry. 
But  while  several  investors,  notably 
venture  capitalist  Ben  Rosen,  have 
gotten  very  rich  on  Compaq,  Canion 
isn't  among  them:  His  stock  is  worth 
approximately  $15  million. 

Gordon  Campbell 

A  star  marketing  man  at  Intel  Corp., 
iGordie  Campbell,  45,  peeled  off  in 
1981  to  found  seeq  Corp.  to  exploit 
what  Campbell  saw  as  the  next  domi- 
nant memory  technology,  the  electri- 
cally erasable  programmable  read 
only  memory  (called  the  E-squarc). 
Campbell  was  wrong  about  the  E- 
square  and  chose  the  wrong  technol- 
ogy to  produce  it.  When  seeq  col- 
lapsed in  the  chip  recession  of  1984- 
85,  Campbell  was  edged  out. 

Unfazcd,  he  founded  Chips  &  Tech- 
nologies Corp.  to  exploit  the  new  chip 
design  tools  that  allowed  the  rapid 
design  of  highly  integrated  computer 
microchips.  This  time  he  was  right. 
Chip  design  tools  such  as  the  silicon 
compiler,  which  allows  the  efficient 
design  of  a  new  microchip  on  a  com- 
puter workstation,  have  changed  the 
balance  of  power  in  the  microchip 
business.  Chips  &.  Technologies  is 
now,  bv  some  measures,  the  fastest- 
Lng  chip  firm  in  history. 

hid  effect  of  the  changing  bal- 


ance has  been  to  favor  chip  designers 
over  manufacturers  of  semiconduc- 
tors. Without  a  manufacturing  facili- 
ty, Chips  in  four  years  has  risen  to 
$217  million  in  annual  revenues, 
with  profits  of  some  $33  million.  By 
making  it  possible  for  firms  around 
the  world  to  create  ibm  clones  that  are 
even  faster  and  more  reliable  than 
ibm's  originals,  Campbell's  firm  has 
sharply  spurred  progress  in  the  per- 
sonal computer  industry.  Now  he 
faces  the  tribute  of  massive  competi- 


tion, but  Chips  &  Technologies  re- 
mains in  the  lead  in  its  specialty.  For 
his  efforts,  Campbell  is  one  of  the 
wealthiest  of  these  unsung  heroes, 
but  with  stock  worth  around  $50  mil- 
lion, he's  still  a  long  way  from  The 
Forbes  Four  Hundred  class. 

James  Morgan 

A  former  venture  capitalist  and  now 
.head  of  Applied  Materials  Inc., 
Morgan,  51,  has  demonstrated  that  an 
American  semiconductor  production 
equipment  company  can  gain  market 
share  in  Japan  at  the  expense  of  all  the 
leading  Japanese  conglomerates.  Ap- 
plied invested  15%  to  20%  of  its  rev- 
enues in  research  and  development 
throughout  the  mid-Eighties  slump  in 
the  industry,  and  emerged  in  1988 
with  revenues  of  $363  million  and 
profits  of  $40  million.  Steadily  gain- 
ing share  in  Japan,  Applied  sold  $135 
million  of  gear  in  that  country  and 
controlled  nearly  20%  of  the  market 
in  chemical  vapor  deposition  equip- 
ment and  60%  in  epitaxial  reactors, 
which  "grow"  a  very  pure,  thin  crys- 
talline film  on  the  top  of  the  chip. 
Last  year  Applied  was  not  only  the 
fastest-growing  U.S.  electronics  firm 
in  Japan  but  also  exceeded  all  the  Japa- 
nese equipment  producers. 
Morgan's  challenge  now  is  to  keep 


its  edge  as  semiconductor  geometries 
move  below  the  half-micron  level. 
One  of  the  great  companies  in  the 
world's  fastest-growing  industry,  Ap- 
plied Materials  is  valued  by  the  stock 
market  at  $430  million — a  price/ 
earnings  ratio  of  8.  Morgan  owns 
stock  worth  about  $10  million  and 
draws  a  salary  of  $325, 000. 

John  V.  Roach 

W'  hy  have  I  included  the  chairman 
and  chief  executive  of  Tandy 
Corp.  in  this  group?  Because  Roach, 
now  50,  was  the  key  figure  in  trans- j 
forming  a  former  leather  goods  firm 
into  Radio  Shack,  the  world's  leading 
retailer  of  consumer  electronic  prod- 
ucts, and  making  Tandy  a  formidable 
personal  computer  competitor.  Underi 
Roach's  leadership,  Tandy  has  dem-i 
onstrated  that  it  is  possible  to  domi- 
nate the  production  and  sales  of  cheap, 
personal  computers  against  rivals 
from  Asia  while  manufacturing  chief- 
ly in  the  U.S.  Some  of  the  world's 
bestselling  ibm  clone  computers  are 
produced  in  Fort  Worth,  in  a  factory , 
headed  by  an  immigrant  from  Japan 
supervising  workers  from  some  20 
countries.  Roach  is  a  major  figure  in 
the  world's  computer  industry,  but 
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rhe  output  samples  above  were  printed  on  a  MICROLINE  380 
ising  WordPerfect  5.0  and  Gemgraph. 
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his  Tandy  stock  is  worth  about  $5 
million. 

Robert  M.  Metcalfe 

[etcalfe,  43,  the  founder  of  3Com 
Corp.  and  inventor  of  the  popular 
Ethernet  networking  system,  is  a 
prime  force  in  shaping  the  era  of 
networked  computers.  A  graduate  of 
mit  with  a  doctorate  in  computer  sci- 
ence from  Harvard,  Metcalfe  went  on 
to  teach  at  Stanford.  While  at  Xerox, 
he  invented  Ethernet,  the  first  com- 
mercially successful  computer  local- 
area  networking  system.  After  leaving 
the  copier  firm  in  1979,  Metcalfe  per- 
suaded Digital  Equipment  Corp.,  Xe- 
rox and  Intel  to  adopt  the  Ethernet 
networking  system  in  the  teeth  of 
ibm's  announced  support  for  a  con- 
trary standard. 

Ethernet  has  since  become  the 
dominant  network  for  computer 
workstations,  which  are  the  fastest- 
growing  branch  of  the  computer  in- 
dustry. In  the  fiscal  year  ended  in 
May,  3Com  reported  revenues  of  $386 
million  (up  53%)  and  earnings  of  $34 
million  (up  52%).  Financially,  Met- 
calfe is  doing  well  for  a  computer  in- 


novator; his  3Com  holdings  (over 
800,000  shares)  were  recently  worth 
about  $10  million. 

Joseph  and  Ward  Parkinson 

Over  the  last  two  years  Micron  Tech- 
nology has  been  the  world's  most 
profitable  major  electronics  manufac- 
turer, with  total  profits  of  $200  million 
on  revenues  of  nearly  $750  million. 
Micron  is  also  the  only  major  seller  of 
drams  manufacturing  and  assembling 
almost  entirely  in  the  U.S. 

A  powerful  figure  in  memory  de- 
sign from  defunct  Mostek  Corp., 
Ward  Parkinson  was  the  true 

toundcr  of  Micron.  He  brought  in  his 
twin  brother  Joe  to  help  with  legal  and 
;.il  matters   In  the  h  :reasingly 


nigious  world  of  memory  chips, 
however,  Joe  rose  rapidly  and  now  has 
become  chairman  and  chief  executive 
of  the  company.  Ward  recently  went 
on  sabbatical  after  assembling  the  de- 
sign and  processing  teams  that  have 
given  Micron  the  smallest  chip  in 
each  generation  of  drams  and  now 
also  the  simplest  production  process. 
Micron  uses  just  1 1  photomasks  rath- 
er than  the  16  or  more  employed  by 
Micron's  Japanese  competitors. 

Micron  is  still  a  year  or  more  be- 
hind the  Japanese — and  two  years  be- 
hind ibm — in  introducing  the  next 
generation  of  drams.  With  Ward  tem- 
porarily out  of  the  picture,  Joe  Parkin- 
son has  his  work  cut  out  for  him  in 
catching  up  to  these  rivals.  Although 
multimillionaire  Idaho  potato  king 
J.R.  Simplot,  who  bankrolled  Micron, 
has  made  close  to  $150  million  on  his 
investment,  the  Parkinson  twins' 
shares  are  worth  closer  to  $2  million, 
combined,  with  Micron  at  its  current 
p/e  of  5. 

T.J.  Rodgers 

Tlhe  chief  executive  officer  of  San 
Jose,    Calif.-based   Cypress   Semi- 
conductor Corp.,  Rodgers  invented  a 


new  semiconductor  process  technol- 
ogy while  still  a  student  at  Stanford, 
and  later  became  a  rising  star  at  Ad- 
vanced Micro  Devices.  Now  he  is 
known  as  the  leader  of  the  latest  gen- 
eration of  semiconductor  manufac- 
turing startups.  His  innovative  man- 
agement techniques  include  spinning 
off  subsidiaries  to  pursue  most  of  the 
new  technologies  generated  by  Cy- 
press' intense  research  and  develop- 
ment operations.  Founded  in  1983, 
Cypress  earned  $21  million  on  sales  of 
$139  million  in  1988. 

Rodgers'  challenge  is  to  retain  his 
lead  in  microchip  processing  and  de- 
sign technology  while  continuing  to 
proliferate  products  and  spin  off  sub- 
sidiaries. He  also  is  heavily  commit- 
ted to  the  Sun  Microsystems  Sparc 
Rise  microprocessor  family;  Sparc  is 
now  facing  heavy  competition  from 
mips,  Intel,  Motorola,  Hewlett-Pack- 
ard and  several  other  companies.  Rod- 


gers, 41,  will  benefit  from  his  extraor- 
dinary managerial  flexibility,  but  as 
Sun  has  discovered,  he  must  prevent 
flexibility  from  careening  out  of  con- 
trol. Rodgers'  entrepreneurial  band 
now  includes  a  manufacturing  unit  in 
Austin,  Tex.,  a  superfast  technology 
company  in  San  Jose  and  a  micro- 
processor firm,  each  owned  partly  by 
Cypress  and  partly  by  its  employees. 
So  far,  the  array  is  in  harmony.  Rod- 
gers' stake  in  Cypress  is  worth  about 
$9  million. 

James  H.  Clark 

Clark,  45,  is  chairman  and  founder 
of  Silicon  Graphics  Inc.,  a  pioneer 
on  the  frontiers  of  three-dimensional 
computer  graphics,  and  the  inventor 
of  the  patented  "geometry  engine," 
now  used  chiefly  in  computer-aided 
engineering,  visual  simulation  and 
scientific  modeling  for  such  high-end 
purchasers  as  Boeing  and  nasa.  Clark 
is  committed  to  a  vision  of  bringing 
these  three-dimensional  techniques 
into  consumer  products.  At  a  recent 
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Don't  blink.  Six  months  worth  of 
ie\\  orders  and  over  fifty  thousand 
ustomers  are  about  to  be  wiped  off  the 
ace  of  the  earth. 

By  accident. 

62%  of  all  hard  disk  data  loss  is  due 
o  operator  error.  Unless  you  back  up 


your  department  with  3M  data  cartridge 
tape  technology,  vou're  at  the  mercy  of 
every  finger  tip  in  the  company. 

All  our  data  cartridge  tapes  are  backed 
with  20  years  of  experience.  12  revo- 
lutionary patents.  And  are  the  choice 
of  IBM.  Apple.  And  Hewlett-Packard. 


Fact  is,  you  simply  can't  find  better 
protection  for  your  company  docu- 
ments. So  don't  take  chances.  Back  up 
everything  on  a  3M  data  cartridge  tape. 
It's  the  safest  way  to  avoid  destruction. 
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It  used  to  be  so  simple.  Two  tin  cans,  a  piece  of  string,  and  you  were  in  busi- 
ness. Now  it's  a  business  called  "telecommunications':  and  things  have 
become  much  more  complex.  |  There's  conference  calling  and  call 

forwarding  and  speed  dialing  and  repertory  dialing  and  this  button  and  that 
button  and  which  one's  for  what?  For  many,  just  figuring  out  the  speaker- 
phone  has  become  a  cause  for  celebration.  Of  course,  while  some  argue 
that  it's  all  happening  too  fast,  others  seem  to  be  handling  it  guite  well. 
Especially  those  who  have  discovered  a  company  that  has  a  history  of 
making  things  more  advanced,  while  at  the  same  time,  less  intimidating. 
Not  surprisingly,  it's  the  same  company  that  pioneered  the  voice  messaging 
system  called  PhoneMail.  |  |  More  recently,  with  IBM.  it  announced 

Call  Path,  a  voice  and  data  system  that  will  let  you  know  who's  calling  before 
you  answer  "hello."  And  now,  it's  introducing  ISDN  based  on  world-leading 
technology  from  Siemens.  It's  a  company  which  is  bringing  you  a  tomorrow 
that's  simpler  than  today.  Because  after  all,  the  secret  lies  not  so  much  in 
trying  to  know  where  communications  systems  are  headed.  But  in  making 
sure  you  know  someone  who  does.  |  |  An  IBM  and  Siemens  Company. 


To  find  out  how  PhoneMail  or  CallPath  can  best  work  tor  you.  or  how  ROLM  can  answer  any  of  your  business 
communications  needs,  call  your  ROLM  Account  Representative,  or  1-800-624-8999.  ext.  235- 


Siggraph  conference  in  Boston,  Clark 
contended  that  computer  technology 
would  end  up  displacing  the  tv  set. 

With  a  doctorate  in  computer  sci- 
ence from  the  University  of  Utah, 
Clark  is  a  teacher  and  innovator  in  one 
of  the  most  fruitful  areas  in  the  indus- 
try. His  firm  now  faces  the  unenviable 
challenge  of  a  new  real-time  3-D  com- 
puter technology  just  announced  by 
Sony  Corp.  Silicon  Graphics  earned 
$1 1.5  million  last  year  on  revenues  of 
$264  million.  Clark's  shares  are  worth 
some  $15  million. 

James  McCoy 

Still  only  42,  McCoy  is  a  veteran  of 
22  years  in  the  disk  drive  industry. 
He  is  founder  and  chairman  of  Maxtor 
Corp.  Maxtor  has  become  the  world 
leader  in  producing  a  new  form  of 
mass  storage  technology,  the  optical 
disk  drive.  Based  on  reading  and  writ- 
ing a  hard  disk  using  a  laser  as  a  heat 
and  light  source,  this  technology  al- 
lows much  higher  densities  than  do 
current  hard  disks. 

Challenged  by  several  Japanese 
firms  in  optical  drives,  however,  Mc- 
Coy this  year  has  been  closely  follow- 
ing the  effort  of  Optex  Corp.  to  devel- 
op a  revolutionary  new  disk  technol- 


ogy based  on  the  heatless  laser 
manipulation  of  the  quantum  levels  of 
electrons.  This  technology  promises  to 
speed  the  data  flow  to  a  rate  many 
times  faster  than  those  of  previous  disk 
systems.  This  may  make  possible  for 
the  first  time  a  disk  that  can  record  and 
play  movie-length  high-definition  vid- 
eo digitally.  Maxtor  last  year  earned  $5 
million  on  sales  of  $351  million. 
McCoy's  250,000  shares  are  worth 
nearly  $3  million. 

Raymond  Kurzweil 

Kurzweil,  41,  is  the  founder  and 
chairman  of  three  leading-edge 
companies:  Kurzweil  Computer  Prod- 
ucts, Kurzweil  Music  Systems  and 
Kurzweil  Applied  Intelligence.  They 
are  all  based  on  his  prowess  in  pattern 
recognition  technology.  For  the  last 
20  years  computers  have  improved 
their  performance  chiefly  by  increas- 
ing the  speed  of  operation  of  their 
central  processing  units.  But  the 
speed  of  a  computer  system  depends 
as  much  on  the  speed  of  input  and 
output  as  on  the  speed  of  operation. 


Kurzweil's  firms  are  using  ingenious 
new  microchip  design  tools  to  create 
special-purpose  chips  that  vastly 
speed  up  the  input  and  output  of  data. 

Kurzweil  Computer  Products,  now 
owned  by  Xerox,  produces  a  device 
invented  by  Kurzweil  that  can  read,  in 
a  synthesized  voice,  any  printed  docu- 
ment to  the  blind,  kcp  also  leads  the 
high  end  of  the  industry  in  producing 
a  scanner  that  can  rapidly  digitize 
printed  material  and  read  it  into  a 
computer.  Kurzweil's  music  compa- 
ny, meanwhile,  is  a  leader  in  the  high 
end  of  music  synthesis,  devoted  to  a 
particularly  attractive  form  of  com- 
puter output. 

But  the  most  important  Kurzweil 
firm  is  Kurzweil  Applied  Intelligence, 
which  is  the  leading  seller  of  ad- 
vanced voice  recognition  products. 
Kurzweil's  chief  challenge  is  to  bridle 
his  extraordinary  breadth  of  interests 


(mit  Press  next  year  will  publish  his 
major  book  on  artificial  intelligence). 
He  must  now  focus  on  the  tremen- 
dous difficulties  of  running  three 
firms  on  the  frontiers  of  computer 
technology.  Wealthy?  Far  from  it.  He 
pocketed  just  $1.2  million  from  sell- 
ing Kurzweil  Computer  Products  to 
Xerox  for  $6  million. 

Carver  Mead 

I  have  saved  the  fellow  who  is  argu- 
ably the  single  most  influential  fig- 
ure in  the  current  era  of  microchip 
technology  for  last.  Carver  Mead,  55, 
is  chiefly  known  as  the  leader  in 
launching  the  new  technologies  of 
microchip  design  that  have  truly  rev- 
olutionized the  industry.  A  professor 
at  Caltech,  he  also  performed  key  re- 
searches in  the  physics  of  electron 
tunneling,  created  the  first  commer- 
cially successful  form  of  gallium  arse- 
nide transistor,  and  two  decades  ago 
prophesied  the  present  era  of  very 
large  scale  integrated  circuits  (vlsi), 
microchips  containing  millions  of 
transistors.  Coauthor  of  the  classic 
text  Introduction  to  vzsv  Systems  (1980), 
he  helped  invent  the  silicon  compiler. 
He  then  helped  launch  several  compa- 
nies: vlsi  Technology,  Silicon  Com- 
pilers Inc.  (now  Silicon  Compiler  Sys- 
tems Corp.)  and  Actel,  all  pioneers  in 
new  microchip  design  techniques. 

Founding  a  new  company,  Synap- 
tics Inc.,  with  Federico  Faggin,  a  key 
figure  in  the  invention  of  the  micro- 
processor, Mead  is  now  pioneering 
the  creation  of  massively  parallel  ana- 
log technologies:  These  perform  pat- 
tern recognition  by  simulating  the 


luman  eye  and  brain  in  neural  net- 
works. The  firms  he  has  helped 
launch  are  quite  valuable,  but  Mead 
owns  few  shares  in  them.  His  net 
worth  is  under  $5  million.  (For  more 
on  this  seminal  innovator,  see 
"Carver  Mead's  powerful  vision," 
Forbes,  Apr .4,  1988.) 
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When  ComputerLand*  professionals 
recommend  Toshiba  computers,  they  do  it 
from  a  rare  vantage  point.  Because  the  two 
industry  leaders  have  been  partners  ever 
since  Toshiba  introduced  its  very  first 
laptop.  And  they've  been  going  gangbusters 
ever  since. 

Toshiba  now  boasts  the  broadest  selection 
of  portables:  fifteen  models  ranging  from 
the  diminutive,  battery-powered  T1000  to 
the  super  power  386-based  T5200. 

ComputerLand,  in  turn,  has  become 
the  premiere  reseller  of  and  support  net- 
work for  Toshiba  computers  and  printers. 
And,  as  our  field  force  can  attest,  we 
practice  what  we  preach. 


"One  of  the  first  things  I  wanted  to 
get  into  the  hands  of  my  field  team 
was  a  communication  device — 

a  laptop. 

I  chose 


Toshiba  solutions  for  the  office  and  the  road. 


ComputerLand 

Business  to  business.  Person  to  person. 

©1989  ComputerLand  Corporation. 


Toshiba." 

Martin  L  Strayer, 
Vice-President, 
Field  Operations 
and  Development, 
ComputerLand 
Corporation. 

TOSHIBA 


The  Forbes  Four  Hundred  Cost  of  Living  Extremely  Well  Index  is 
still  heading  up,  but  not  quite  as  fast  as  it  used  to. 


Are  you  watching, 
Chairman  Greenspan? 


By  Manjeet  Kripalani 


If  Federal  Reserve  Bank  Chairman  Alan  Greenspan  were 
concerned  primarily  about  inflation  as  it  affects  the  coun- 
try's ultrarich,  he  could  slash  interest  rates  tomorrow.  For 
two  years  running,  inflation  for  the  rich,  as  measured  by 
The     Forbes     Four 


Hundred  Cost  of 
Living  Extremely 
Well  Index  (Clewi), 
has  been  moderat- 
ing steadily.  Clewi 
rose  19%  in  the  year 
ended  July  1987, 
10%  in  1988,  and 
around  8%  for  1989. 
Unfortunately,  the 
government's  cpi 
for  all  urban  con- 
sumers— a  number 
that  Chairman 

Greenspan  does 
watch — has  been  ac- 
celerating slightly, 
from  4.1%  last  year 
to  this  year's  5%.  So 
perhaps         interest 


rates  will  remain  at  their  high  current  level. 
On  a  brighter  note,  if  the  trend  lines  of  Clewi  and  of  the 

ordinary  worker's  cpi  continue  indefinitely,  a  middle-class 

lifestyle  will,  sometime  next  century,  cost  more  than  a 

Forbes  Four  Hundred  lifestyle. 
Why  is  the  cost  of  living  high  on  life's  hog  moderating? 

The  dollar,  recently 
strong,  is  part  of  the 
answer.  Getting 
outfitted  by  Adolfo 
across  the  Atlantic, 
for  example,  didn't 
go  up  a  cent,  in  dol- 
lar terms,  this  past 
year.  Again.  At 
Spain's  Loewe,  its 
classic  suitcase, 
now  part  of  a  new, 
improved  line,  went 
■.  s  down    29%,     to    a 

mere  $1,200. 

Dinner  in  Paris? 
Prices  at  La  Tour 
d'Argent  (dinner  for 
one,  not  including 
wine:  $133)  were  no 
higher      than      last 


Apparel 


Coat,  natural  Russian  sable  by  Maximilian  Fui  Co.,  NY. 

1976:  $40,000  1989:  $165,000  Change  1988-89:  +  10% 


Dress,  Adolfo  Couture 

1976:  $950  1989:  $1,500 


Change  1988-89:  none 


Loafers,  Gucci 
1976:  $89 


1989:  $195 


Change  1988-89:  none 


Shirts,  1  dozen  cotton  Turnbull  &  Asser,  made  to  measure 

1976:  $448  1989:  $1,360  Change  1988-89:  none 


Shoes,  men's  black  calf  wing-tip,  custom  made,  John  Lobb,  London 
1976:  $202  1989:  $1,302  Change  1988-89:  +  1% 


Educational  expenses 


School,  preparatory,  Croton,  I -year  tuition,  room,  board 

1976:  $4,200  1989:  $15,200  Change  1988-89:  +9% 


University,  Harvard,  l-yeai  tuition,  room,  board,  insurance 

1976:  C5. 900  1989:  SI 9,395  Change  1988-89:  +  7% 


Entertainment 


Catered  dinner,  for  40,  by  Ridgewells,  Inc.,  Wash.,  D.C. 

(Menu:  soup,  salmon,  veal,  dessert;  wine  not  included! 

1976:  $2,200  1989:  $4,938  Change  1988-89:  +8% 


Opera,  2  season  tickets,  Metropolitan  Opera,  Saturday  night,  box 
1976:  $480  1989:  $1,890  Change  1988-89:  +  7% 


Food  at  home 


Caviar,  beluga  malossol,  1  kilo  tin,  average  retail 

1976:  $283  1989:  $1,430  Change  1988-89:  +30% 


Champagne,  Dom  Pengnon,  case,  Sherry-Lehmann,  N.Y. 

1976:  $300  1989:  $815  Change  1988-89:  +  17% 


Filet  mignon,  7  pounds,  Lobel's,  N.Y. 
1976:  $50  1989:  $105 


Change  1988-89:  +25% 


Food  away  from  home 


Dinner,  La  Tour  d'Argent,  Pans;  estimated  per  person 

1976:  $34  1989:  S133  Change  1988-89:  none 
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year's,  in  dollar  terms.  Calling  for  reservations  also  stayed 
about  the  same,  though  getting  there  via  the  Concorde  was 
up  (8%). 

There  were,  of  course,  many  items  whose  dollar  prices 
did  rise.  This  was  especially  true  in  markets  where  the 
Japanese  made  their  presence  felt.  Not  content  with  set- 
ting real  estate  prices  aboil  with  purchases  of  plum  proper- 
ty around  the  country  in  the  prior  two  or  three  years,  the 
Japanese  began  going  after  many  U.S.  luxury  goods,  too. 
Japanese  buyers,  for  example,  outbid  the  Americans  at  the 
annual  Keeneland  horse  auctions,  causing  the  average 
price  of  a  Thoroughbred  yearling  to  rise  8%  (to  $395,746), 
after  falling  1%  the  year  before. 

Food  was  on  the  rise  too  last  year.  A  juicy  7-pound  filet 


mignon  at  Lobel's  butcher  shop  in  New  York  City  now 
costs  $105,  up  25%.  And  Dom  Perignon  champagne's  price 
climbed  17%. 

A  fur  coat?  The  Russian  sable  we  follow  was  up  10%,  to 
$165,000.  The  cost  of  entertaining — a  four  course  catered 
dinner — rose  8%,  as  did  the  price  of  being  entertained: 
Saturday  night  season  tickets  for  two  at  New  York's  Met- 
ropolitan Opera  were  up  7% . 

Still,  on  average,  the  cost  of  living  really  well  is  rising  at 
a  decelerating  rate.  And  remember  this:  The  absolute 
minimum  required  to  make  The  Forbes  Four  Hundred  this 
year  was  a  hefty  $275  million,  up  22%  from  $225  million 
last  year.  So  in  real  terms,  the  rich  are  definitely  getting 
richer. 


Home  furnishings 


Piano,  Steinway  &  Sons,  concert  grand,  Model  D,  ebonized 
1976:513,500  1989:549,900  Change  1988-89:  + 14% 


Flowers  in  season,  arrangements  for  6  rooms,  changed  weekly,  by 

Christatos  &  Koster,  Inc.,  N.Y.,  per  month 

1976:51,400  1989:54,025  Change  1988-89:  +15% 


Sheets,  set  of  embroidered  silk,  by  Pratesi,  queen  size 

1976:  51,218  1989:  53,020  Change  1988-89:  none 


Silverware,  Kirk  Stieff  Co.,  Colonial  Williamsburg  Shell  pattern, 

4-piece  place  setting,  for  12 

1976:51,341  1989:53,150  Change  1988-89:  +5% 


Lodging  while  out  of  town 


Hotel,  2-bedroom  suite,  park  view,  The  Sherry  Netherland,  N.Y. 
1976:  5250  1989:  5700  Change  1988-89:  none 


Medical  care 


Face-lift,  Amer.  Acad,  of  Facial  Plastic  &  Reconstructive  Surgery 
1976:54,000  1989:57,500  Change  1988-89:  +25% 


Hospital,  VTP,  Washington  Hospital  Center,  Wash.,  D.C.,  1  day 

(2  bdrms,  lvg  rm,  concierge,  security,  gourmet  meals) 

1976:  5325  1989:  5618  Change  1988-89:  +9% 


Psychiatrist,  Upper  East  Side,  N.Y,  45  minutes,  standard  fee 
1976:540  1989:5150  Change  1988-89:  +  7% 


Personal  services 


Lawyer,  established  mid- Atlantic  firm,  partner,  estate  planning, 

average  hourly  fee 

1976:  580  1989:  5275  Change  1988-89:  +  10% 


Spa,  The  Golden  Door,  California,  basic  weekly  unit 

1976:  51,250  1989:  53,500  Change  1988-89:  none 


Toilet  goods  and  personal  care  appliances 


Perfume,  1  oz.,  Joy  by  Jean  Patou 

1976:5100  1989:5265  Change  1988-89:  +6% 


Sauna,  by  Helo,  Inc.,  6x8  feet,  8-person,  cedar,  stained-glass  window 
1976:  55,000  1989:  58,572  Change  1988-89:  +4% 


Sporting  goods 


Motor  yacht,  Hatteras  54 

1976:  5384,300    '  1989:  5856,800 


Change  1988-89:  +  10% 


Sailing  yacht,  Nautor's  Swan  65 
1976:  5384,300  1989:  51,300,000 


Change  1988-89:  -19% 


Sporting  goods 


Shotguns,  pair  of  (ames  Purdy  &.  Sons,  at  Griffen  &.  Howe,  N.Y. 
1976:  520,000  1989:  579,000  Change  1988-89:  +  13% 


Thoroughbred,  yearling,  average  price  at  Keeneland  select  sales 
1976:567,300  1989:5395,746  Change  1988-89:  +8% 


Sports  facilities 


Swimming  pool,  Olympic,  standard  site 
1976:  5180,000  1989:  5556,000 


Change  1988-89:  +10% 


Tennis  court,  clay,  standard  site 
1976:  525,000  1989:  547,000 


Change  1988-89:  +4% 


Toys  and  hobbies 


Train  set,  G  gauge,  by  LGB,  FAO  Schwarz,  N.Y. 

1976:  5178  1989:  5550  Change  1988-89:  +29% 


Transportation,  private 


Airplane,  Learjet  35A,  standard  equipment,  certified  10  passengers 
1976:51,800,000  1989:54,050,000  Change  1988-89:  +  7% 


Helicopter,  Sikorsky  S-76,  full  executive  options  [introduced  1978) 
1976:51,300,000  1989:55,795,000  Change  1988-89:  +30% 


Automobile,  Rolls-Royce  Silver  Spirit  (formerly  Silver  Shadow| 
1976:  538,000  1989:  5129,800  Change  1988-89:  +  10% 


Transportation,  public 


Airline  ticket,  British  Airways  Concorde,  round-trip  N.Y-London 
1976:51,512  1989:56,934  Change  1988-89:  +8% 


Utilities  and  public  services 


Telephone  call,  10  minutes,  AT&T,  N.Y-London 

1976:  512  1989:  510.56  Change  1988-89:  none 


Other  goods  and  services 


Cigars,  Cuban,  box  of  Davidoff  No.  2,  Toronto 

1976:5146  1989:5638  Change  1988-89:  +22% 


Magazine,  Forbes,  1-year  subscription 
1976:  515  1989:  548 


Change  1988-89:  none 


Suitcase,  Loewe,  black  napa  leather,  27-inch-long 

1976:  5739  1989:  51,200  Change  1988-89:  -29% 


Watch,  Patek  Philippe  classic  man's  gold,  leather  strap 
1976:52,450  1989:57,150  Change  1988-89:  none 


Purse,  Hermes,  "Kelly  Bag,"  calf,  10  inches 

1976:  5550  1989:  52,350  Change  1988-89:  none 


Sotheby's  Art  Market  Trends 

1976:5111         1989:5877 


Change  1988-89:  +33% 
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The  Forbes  Four  Hundred  has  acquired  a 
place  in  the  national  consciousness,  and 
therefore  in  the  media.  Sometimes  the  at- 
tention seems  like  a  two-edged  sword. 

The  JFJ  will  get 

you  if  you  don't 

watch  out 


God  help  you  if  you  own  an 
office  building  and  Justice  For 
Janitors  puts  you  on  its  hit 
list.  The  jFjers  will  find  out  where  you 
live  and  call  on  your  neighbors,  plead- 
ing for  canned  food  to  feed  the  mini- 
mum-wage janitors  you  employ. 
They'll  find  out  where  you  party  and 
show  up  uninvited  to  leaflet  your 
friends. 

Tonight  their  quarry  is  .  .  .  one 
Mortimer  B.  Zuckerman,  real  estate 
baron,  owner  of  US.  News  &  World  Re- 
port and  Atlantic  Monthly  .  .  . 

Zuckerman's  alleged  crime:  He  is 
responsible  for  the  starvation  wages — 
$4.75  an  hour,  the  D.C.  minimum 
wage  for  custodial  work,  and  no  bene- 
fits— paid  to  the  200  janitors  who 
clean  the  four  D.C.  buildings  owned 
by  his  real  estate  firm,  Boston  Proper- 
ties. Although  the  janitors  are  not  em- 
ployed directly  by  Zuckerman — they 
work  for  a  cleaning  company  that  has 
contracted  the  job — jft  has  found  the 


mogul  guilty  in  absentia.  Zucker- 
man's sentence:  humiliation,  badger- 
ing, heckling,  and  shame,  shame, 
shame,  shame,  shame — until  he 
buckles  and  helps  the  janitors  get 
$6.50  an  hour  plus  benefits.  .  .  . 

The  JFjers'  main  local  targets  to 
date  have  been  Zuckerman  .  .  .  and 
neurosurgeon  Laszlo  Tauber,  whose 
real  estate  investments  boost  his 
worth  to  $400  million  and  consistent- 
ly place  him  on  the  Forbes  richest 
Americans  list.  .  .  . 
Jon  Cohen 
City  Paper,  Washington,  D.C. 

Help  from  Sam 

.  .  .  The  study  concluded  that  there 
was  more  customer  loyalty  to  a  com- 
pany that  admitted  an  error  and 
promptly  refunded  a  customer's  mon- 
ey or  replaced  the  item,  than  to  a 
company  that  never  made  mistakes. 
People  have  a  tendency  to  remember  a 
company  and  do  more  business  there 


i 


*1 


1 


i 
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if  they  feel  they  were  treated  "fairly" 
by  the  company,  the  study  concluded. 
I  suppose  that  is  one  reason  Sam 
Walton,  owner  and  founder  of  Wal- 
Mart,  is  such  a  rich  man.  .  .  .  His  com- 
pany maintains  a  policy  of  customer 
satisfaction.  .  .  . 
Mike  Tabb 
Camilla  [Ga.J  Enterprise 

No  help  from  Sam 

Sam  Walton  is  being  sued  by  a  man 
who  slipped  and  fell  in  one  of  his  Wal- 
Mart  stores,  but  the  billionaire  isn't 
being  very  cooperative.  Walton, 
whose  $6.7  billion  fortune  makes  him 
the  richest  man  in  the  country,  ac- 
cording to  Forbes  magazine,  refused 
to  go  to  Fort  Worth,  Tex.,  or  even  give 
a  video  deposition  from  his  home  in 
Bentonville,  Ark.,  for  the  case  of  An- 
drew Carrizales,  who  fell  in  a  Wal- 
Mart  store  in  Sulphur  Springs,  Tex.  in 
1986.  The  judge  threatened  to  order 
Walton  to  pay  Carrizales  $1  million  a 
day  until  he  cooperated,  but  the  judge 
held  off  pending  word  from  an  appeals 
court.  Walton's  lawyers  told  the  ap- 
peals court  that  about  1,000  slip-and- 
fall  lawsuits  are  filed  against  the  de- 
partment store  chain  each  year  and 
that  Walton  cannot  be  involved  in 
every  one. 
William  C.  Trott 
Parkersburg  [W.  V.J  Sentinel 

The  future  of  America 

.  .  .  Melvin  Simon  (Forbes  magazine 
estimates  his  fortune  at  $550  million) 
says  he's  always  believed  [shopping] 
centers  should  be  more  than  just  a 
place  to  shop.  Mall  of  America,  he 
says,  will  be  witness  to  that  theory. 
Grand  opening  is  scheduled  for  the 

fall  of  1992 It  will  include  four 

major  anchors,  800  specialty  stores, 
18  theaters — and  Camp  Snoopy. 

The  latter  will  be  a  300,000-square- 
foot  theme  family  entertainment  park 
created  and  operated  by  Knott's  Berry 
Farm  of  Buena  Park,  Calif.  The  park 
alone  will  cost  $70  million. 

Phase  I  of  the  project  will  cost  $600 
million  and  will  cover  78  acres.  In- 
cluded will  be  a  golf  course  and  park- 
ing space  to  accommodate  13,000  ve- 
hicles— an  area  the  size  of  96  football 
fields. 

Plans  call  for  developing  as  much  as 
9.5  million  square  feet  of  space  at 
Mall  of  America,  including  hotels  and 
office  space.  .  .  . 
I  hilly  Hem Ul.  Palatine,  III. 

1812  overture 

Life  is  tough  for  big-city  developers. 
Oh  sure,  you  say,  cry  me  a  river.  But 
Sam  LeFrak  will  tell  you,  it's  a  strug- 
gle. .  .  .  "It's  incredible!  An  example 
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is,  I  ran  into  this  problem  down  on  the 
waterfront  in  New  Jersey  where  the 
Army  Corps  of  Engineers  asked  us  to 
kind  of  shore  up  the  bank.  So  we  did 
that.  Then  the  state  Department  of 
Environmental  Protection  tells  us, 
hey,  you  can't  put  anything  in  the 
river. 

"So,  I  said,  look,  there's  this  letter 
from  the  Corps  of  Engineers  saying  I 
had  to  do  it.  They  said,  we  don't  care, 
it's  illegal.  So  the  state  files  suit.  Sud- 
denly, I'm  in  court!  And  the  decision 
is  that  the  state  has  jurisdiction.  OK, 
fine.  But  now  the  federal  government 
files  an  appeal.  Meanwhile,  I'm  stand- 
ing there  as  a  bystander.  You  under- 
stand what  I  mean?  I'm 
not  there  for  debates  or  for 
arguments.  I'm  there  to 
build!  .  .  . 

"You  know  what  we 
found  down  there  in  the 
river?  Wrecks!  Wrecks  go- 
ing back  to  1812!  You  un- 
derstand what  I'm  saying? 
It  hasn't  been  cleaned  up 
down  there  since  the  be- 
ginning of  time!  You'd 
think  they'd  kiss  me  on 
both  cheeks  for  cleaning  it 
up.  But  no!  .  .  . 

"Well,  you  can't  cry  in 
your  beer.  You've  got  to 
light  candles.  You've  got 
to  open  windows  and 
doors  and  keep  moving 
straight  ahead.  You've  got 
your  forward  motion."  .  .  . 

If  there  is  one  thing  LeFrak  does  not 
lack,  it  is  forward  motion. 

Last  year  Forbes  magazine  listed 
LeFrak  as  the  20th-richest  American, 
with  a  fortune  of  $1.5  billion.  .  .  . 
Rick  Lyman 
News  Journal,  Mansfield,  Ohio 

Out  front 

From  the  backwaters  of  Arkansas  and 
the  welfare  rolls  of  the  Depression, 
John  H.  Johnson  has  risen  to  become 
the  most  successful  black  business- 
man in  American  history.  Listed  by 
Forbes  magazine  as  one  of  the  400 
wealthiest  Americans  [in  1986],  John- 
son parlayed  a  $500  loan  into  a  pub- 
lishing, cosmetics  and  insurance  em- 
pire that  is  now  worth  more  than 
$200  million.  In  Succeeding  Against  the 
Odds,  a  new  book  written  by  Johnson 
with  Lerone  Bennett  Jr.,  the  founder 
of  Ebony  magazine  charts  his  phe- 
nomenal rise  to  the  pinnacle  of  suc- 
cess and  tells  how  anyone,  regardless 
of  race,  can  make  a  dream  reali- 
ty. ...  If  it  could  happen  to  a  black 
boy  from  Arkansas,  It  could  happen 
to  anyone." 
Capital  Spotlight,  Washington,  D.C. 


But  the  mouse  ears  do  look  funny 

The  Gene  Autry  Western  Heritage 
Museum,  which  opens  Tuesday,  is 
meant  as  a  gift  to  the  world,  not  a 
monument  to  himself,  said  Autry.  "I 
felt  that  I  owed  something.  The  West 
has  been  very  kind  to  me  over  the 
years."  . . . 

Autry's  tile-dotted,  Spanish-style 
museum  has  seven  main  galleries 
with  51,000  square  feet  of  space,  each 
featuring  a  "spirit"  or  aspect  of  the 
West.  The  building  cost  $34  million 
and  houses  $20  million  worth  of  ex- 
hibits. It  has  two  exhibition  halls,  a 
theater,  library  and  restaurant  on  13 
acres  in  Griffith  Park.  The  exhibits 


Jwish  the  media 

would  get  off  mq 

back  about  me 

l    not  reporting 

*,  what  I'm  worth.. . 

r/ft.    m 

Don't  ttiey  know  that 
it  would  be  unfair? 
Thefiquresforthe 
399  other  people 
listed  are  estimated. 


My  figures  would 
be  presumed  factual 
because  1  own 
the  magazine. 


Besides...  a  person's 
wealth  should  be 
no  one's  business 
r*\  except  his  own. 


funds  available,"  he  said.  "We'll  use 

our  own  money."  .  .  . 

Floyd  Norris 

Daily  Review,  Hayward,  Calif. 

The  question 

.  .  .  Some  of  the  rich  create  jobs  and 
prosperity  through  industry;  others 
charitably  give  their  fortunes  away. 

The  rich  serve  a  purpose  and  using 
the  government  to  crush  them  would 
be  wasteful  and  immoral. 

But  something  about  the  rich  both- 
ers me.  Why  would  someone  like 
computer  whiz  kid  William  Henry 
Gates  III,  32  years  old  and  worth  $1.1 
billion,  keep  seeking  wealth,  creating 
jobs  in  the  process?  Give 
me  $1.1  billion  and  I'll 
leave  the  confines  of  a  job, 
get  myself  a  country 
home  and  some  land, 
write  a  book,  work  in  my 
garden,  enjoy  my  family 
and  forget  trying  to  build 
another  fortune.  But  then, 
I'm  no  altruist.  .  .  . 
Randy  Davidson 
Valley  Morning  Star,  Harlin- 
gen,  Tex. 


Deb  PoNlon,  The  Daih  Recurd 


to  have 


were  designed  by  Disney's  Imagineer- 

ing  team.  .  .  . 

Helena  [Mont]  Independent  Record 

When  it's  your  money:  before  . . . 

.  .  .  There's  a  level  of  cheapness  to  be 
found  in  anybody,  I've  found.  I,  for 
instance,  don't  mind  that  much  if  I 
have  to  pay  ten  bucks  for  a  T-bone 
steak,  but  I  won't,  under  any  circum- 
stances, pay  50  cents  for  a  cup  of  ice  at  ■ 
one  of  those  convenience  stores  that 
think  you  should  pay  a  bonus  if  you 
don't  want  Coke  to  pour  over  it. 

You  think  Sam  Walton  got  rich  by 
paying  50  cents  for  a  cup  of  ice? 
Joe  Miller 
Frederick  fOkla]  Press 

And  after 

...  It  is  a  measure  of  the  aura  that 
surrounds  Trump,  whose  net  worth 
was  estimated  at  $1  billion  by  Forbes 
magazine  last  week,  that  no  one 
thought  to  ask  at  the  news  conference 
how  he  would  raise  the  $365  million 
in  cash  he  has  agreed  to  pay  for  the 
Eastern  shuttle. 

One  of  his  lawyers,  Gerald 
Schrager,  a  partner  in  Dreyer  &.  Traub, 
said  later  that  no  specific  financing 
plans  were  needed.    "We  have   the 


The  answer 

.  .  .  Jeremy  Maurice  Ja- 
cobs, a  48-year-old  Auro- 
ra, N.Y.  father  of  six,  is 
Delaware  North's  chief 
executive.  Forbes  maga- 
zine lists  Jacobs  as  one  of  the  400 
richest  men  in  America,  controlling 
Delaware  North's  businesses  worth 
an  estimated  $600  million.  .  .  . 

"I'm  avaricious  as  hell,"  Jacobs  was 
quoted.  .  .  . 
Bill  French 
The  Birmingham  [Ala.]  News 

And  some  miss  the  good  old  days 

...  A  32-year-old  former  model  with 
no  business  experience,  Maggie  Jes- 
sup  expects  to  gross  $1  million  selling 
"upscale  designer  baskets"  from  the 
Philippines  and  Indonesia. 

Her  2-year-old  company,  S'Cargo, 
grew  out  of  her  disenchantment  with 
a  15-year  career  modeling  for  gm  and 
Chrysler,  Apple,  Colgate  and  Bacardi, 
among  others.  .  .  . 

"I  was  tired  of  the  jet  life,"  said 
Jessup,  "but  the  only  job  I  could  get 
when  I  moved  back  to  the  States 
was  as  a  receptionist.  And  I  was 
used  to  a  lot  more  money  than 
that."  .  .  . 

Her  goal:  "To  be  the  first  woman  to 
make  it  on  her  own  to  The  Forbes 
Four  Hundred.  Nothing's  impossible 
if  you're  willing  to  work  for  it." 
Lloyd  Watson 
San  Francisco  Chronicle 
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ADVERTISEMENT 


)ealerscope  Merchandising  Products  of  the  Month 


ew  Golfphone  from  Bondwell 

indwell's  new  Golfphone  is  sure  to  make 
lit  with  sports  enthusiasts  everywhere. 
ie  Golfphone  combines  high  performance 
d  convenient  features  with  the  realistic 
d  colorful  styling  of  an  actual  golf  bag, 
ly  on  a  much  smaller  scale.  The  Golf- 
one  features  dual  pulse/touch-tone  dial- 
r,  last  number  redial,  mute  key,  and 
iger  on/off  switch.  Available  in  three 
or  schemes,  red  on  black,  brown  on 
ige  and  red  on  white,  the  telephone  car- 
6  a  suggested  retail  price  under  $60.00. 
r  more  information,  call  Bondwell  at 
5)  490-4300. 


cursion 

»0S 

r 

z  Excursion 
!0S  has  two 

^y 

ypads    and 
o  speakers 
wing  mem- 
rs  of  your       ' 
ne  or  office 

5^w- "  It 

conven- 
ce  of  making 
I  receiving 
5  on  either  the  handset  or  hands  free, 
.he  base,  via  the  speakerphone.  Acces- 
le  through  both  the  handset  and  base, 
0-number  memory  and  two-way  inter- 
i,  which  allows  conversations  between 

handset  and  base,  adds  to  the  phone's 
•satility.  Other  features  include  tone- 
se  switchable,  redial,  pause,  flash  and 
•laceable  battery  and  antenna.  Extras 
nd  only  on  the  base  include  hold,  mute, 

auto  redial.  Suggested  retail  $199.99. 

more  information,  write  Northwest- 
.  Bell  Phones,  9394  W.  Dodge  Road, 
aha,  NE  68114  or  call  (402)  390-8600. 


OKI  telecom  — 

The  Premium  Product  for  the 

Discriminating  User 


OKI  telecom  produces  a  full  family  of 
mobile,  transportable  and  portable 
phones.  OKI,  America's  first  cellular 
phone  manufacturer,  offers  fully-featured, 
high-quality  phones.  Available  features 
include:  dual  NAM,  alphanumeric  busi- 
ness directory  for  100  names,  ergonomic 
design  and  attractive  packaging.  For  more 
information  contact  OKI  telecom,  Dept. 
M,  437  Old  Peachtree  Road,  Suwanee,  GA 
30174,  (404)  995-9800. 


Psion  Organiser  II 

Psion  makes  the  most  sophisticated  hand- 
held computers  on  the  market.  Versatile 
enough  to  duplicate  the  functions  of  all  the 
other  hand-helds  combined.  Intelligent 
enough  to  perform  functions  other  hand- 
helds  can  only  dream  of.  With  Psion, 
you're  getting  an  information  library  that 
grows  with  your  needs.  You  can  continually 
add  memory,  write 
your  own  programs, 
or  interface  with  IBM 
PC  and  MAC  com- 
puters. There  are  also 
dozens  of  prerecorded 
programs  and  peri- 
pherals, with  more  on 
the  way.  For  more 
information,  write  to: 
Psion  Incorporated, 
118  Echo  Lake  Road, 
Watertown,  CT  06795. 
Or  call  (203)  274-7521. 


t 
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Mitsubishi  Model  900 

When  your  time  matters,  the  Mitsubishi 
Model  900  portable  cellular  telephone 
makes  every  minute  count.  Wherever 
your  active  business  and  social  lifestyle 
finds  you,  the  Model  900  keeps  you  in 
touch.  Advanced  electronics  provide  user- 
friendly  features  like  an  alphanumeric  99 
name  and  number  telephone  directory. 
Even  an  electronics  menu  of  advanced  cel- 
lular functions  is  available  at  the  touch  of 
a  button.  Optional 
kits  allow  profes- 
sional vehicle  in- 
stallation and  add 
features  like  in- 
creased signal  gain, 
automatic  battery 
charging,  and  hands- 
free  operation.  For 
more  information, 
call  toll-free  1-800- 
678-9999. 


New  From 
Panasonic's 
Media 
Division 


Panasonic  introduces  two  new  packages  of 
Super  High  Grade  T120  video  tape.  NV- 
T120SG2,  two-packs  and  NV-T120SG3, 
three-packs  are  new  economical  configura- 
tions of  Panasonic's  outstanding  High 
Grade  video  tape.  Super  High  Grade's  en- 
hanced magnetic  properties  give  you  vivid 
performance  in  both  picture  and  sound.  Its 
high  density  makes  Super  High  Grade  a 
fine  choice  to  improve  the  quality  of  SLP 
recordings.  Super  High  Grade  offers  fine 
0.23  m  magnetic  particles  which  retain 
more  picture  and  sound  information,  and 
4-layer  tape  construction  which  reduces 
dropouts  and  extends  long-term  reliability. 
Video  Signal-to-Noise  ratio  is  up  by  26% 
for  sharper  resolution.  Excellent  for  camera 
recording,  family  memories  and  other 
precious  recordings.  For  more  infor- 
mation, call  George  Dzan  at  (201)  392-6385. 
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Developing  Internationally 


On  An  Expansion  Course 


First-Half  Profits  up  19% 

The  strong  development  of 
VEBA's  business  is  continuing  in 
1989.  Sales  in  the  first  half-year  in- 
creased by  14%  to  DM  24.4  billion. 
VEBA's  profits  grew  by  19%  to 
DM  397  million. 

Growth  Focused  on  Chemicals 

The  chemical  business  remains  the 
focal  point  of  the  company's 


Development  of  Profits 
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expansion.  While  extension  of 
present  lines  of  business  contin- 
ues, the  company  is  also  increas- 
ing its  international  presence, 
with  particular  emphasis  on  Eu- 
rope and  the  USA. 
Trading  and  transportation  activ- 
ities are  also  expanding  abroad. 
The  services  sector  has  been 
extended  by  the  addition  of  a 
new  security  division. 

Participation  in 
FELDMUHLE  NOBEL  AG 

VEBA  AG  has  now  a  46%  inter- 
est in  the  FELDMUHLE 
NOBEL  AG.  VEBA  regards  this 
as  an  entrepreneurial  activity  and 
intends  to  achieve,  in  coopera- 
tion with  the  existing  manage- 
ment, growth  of  capital  value  and 
investment  returns  of  this  solid 
corporation  which  VEBA 
believes  has  great  potential. 

Increase  of  Capital  Stock 

Reflecting  VEBA's  active  invest- 
ment program,  capital  funds  have 
been  increased  to  DM  2,215  mil- 


Results  in  Brief  in  the  First  Half-Year 


1988 


1989 


Change 


Sales 

DM  million 

21,337 

24,383 

+  1 4% 

Profit 

DM  million 

335 

397 

+  19% 

Capital  expenditure 

DM  million 

1,236 

1,222 

1% 

Employees 

83,830 

91,657 

+   9% 

lion.  The  strength  of  the  VEBA 
share  price  during  the  rights  offer 
period  indicates  positive  investor 
support  for  this  measure. 

VEBA  today 

VEBA  AG  -  with  600,000  share- 
holders -  is  a  group  of  companies 
with  a  solid  foundation  for  the 
future.  Their  markets  include: 
Electricity,  chemicals,  oil,  trading, 
transportation  and  services. 

PREUSSENELEKTRA  and 
VEBA  KRAFTWERKE  RUHR 
deliver  about  18%  of  all  electricit 
consumed  in  West  Germany. 
HULS  is  a  major  producer  of 
chemicals,  plastics,  rubber  and  raj 
materials  for  detergents,  with  ov« 
2,000  special  products. 
VEBA  OEL  holds  a  strong  positic 
in  the  German  mineral-oil  marke 
STINNES  and  RAAB  KARCHER 
rank  among  the  large  interna- 
tional trading  houses. 


If  you  would  like  to  receive  a  cop 
of  the  1989  interim  report,  the 
1988  annual  report,  or  further 
information,  please  write  to: 
VEBA  AG,  Karl-Arnold-Platz  3, 
D-4000  Diisseldorf  30, 
West  Germany. 


Capital  Markets 


MONEY  &  INVESTMENTS 


You  dont  know  much  about  investing 
I  and  you  are  about  to  retire  with,  say,  $1 
million  in  liquid  assets?  What  are  your 
choices,  and  what  will  they  cost? 

WRAP  SESSION 


By  Ben  Weberman 


Let  us  suppose  that  you  have  $1 
million  to  put  away  as  you  near 
retirement.  No,  that's  not  a  fortune 
these  days.  Invested  conservatively, 
and  reinvested  so  that  the  nest  egg 
retains  its  purchasing  power,  a  $1 
million  account  will  produce  a 
spendable  annual  income  of  only 
$30,000  to  $40,000.  And  that's  be- 
fore taxes.  So,  clearly  a  retiree,  even 
a  relatively  affluent  one,  must  in- 
vest with  great  care  if  he  or  she 
doesn't  want  to  end  up  living  on 
Social  Security. 

There  are  several  options  for  you 
if  you  have  $1  million  and  no  desire 
to  manage  it  yourself.  One  is  to  find 
a  professional  money  manager.  The 
best  ones,  however,  often  have  min- 
imums  of  $10  million  or  more.  The 
fee  would  probably  be  at  least  1%  a 
year,  to  which  commission  costs 
would  be  added;  that's  probably 
more  than  our  hypothetical  retiree 
could  reasonably  afford. 

Another  option  is  to  hand  the 
money  over  to  a  broker  and  let  him 
select  investments.  There  is  no  an- 
nual fee  in  this  case,  but  the  com- 
mission costs  can  get  very  steep.  A 
broker  might  be  tempted  to  put  you 
into  a  mix  of  load  mutual  funds 
with  sales  charges  of  3%  to  5%  and 

Bert  Weberman  is  a  contributing  editor  of 
Forbes  magazine. 


stocks  and  bonds  packing  markups 
and  commissions  of  1  %  to  3% .  Here 
the  problem  is  that  the  broker's  in- 
terests could  conflict  with  your 
own.  He  lives  off  trading  activity  in 
your  account,  while  you  have  no 
guarantee  that  all  that  trading  will 
yield  superior  investment  results. 
This,  then,  is  not  a  good  way  to  go 
for  an  older  person  with  limited 
knowledge  about  investing. 

That  leaves  two  other  options. 
One  is  a  mix  of  low-overhead,  no- 
load  mutual  funds.  The  other  is  a 
so-called  wrap  fee  arrangement 
with  the  broker. 

If  you  are  not  familiar  with  the 
term,  the  wrap  account  is  a  relative- 
ly new  method  of  handling  invest- 
ments for  the  individual  who  wants 
guidance  in  handling  his  or  her 
money  but  doesn't  want  a  broker  as 
portfolio  manager.  Wrap  accounts 
are  sold  by  stockbrokers,  who  then 
turn  your  money  over  to  an  outside 
professional  money  manager;  you 
select  the  manager  from  an  ap- 
proved list  maintained  by  the  bro- 
ker. The  brokerage  firm  charges  you 
a  fixed  annual  fee  for  the  account, 
generally  3%  for  equity  holdings 
and  1.25%  to  1.75%  for  fixed-in- 
come holdings.  This  is  all  you  pay; 
the  broker  absorbs  the  money  man- 
ager's fee  and  the  commissions  in- 
volved in  trading  your  account. 
Shearson  Lehman  Hutton's  Select 
and  Merrill  Lynch's  Consults  are 
the  best-known  wrap  accounts. 

A  wrap  account  safeguards  you 
from  churning,  since  the  broker  has 
no  incentive  to  overtrade.  It  also 
entitles  you  a  certain  amount  of 
hand-holding  from  the  broker  plus 
supervision  of  the  money  manager. 
If  the  money  manager  fails  to  per- 
form, the  broker  is  supposed  to  rec- 


ommend another  one. 

The  Merrill  service  has  a  list  of  25 
approved  money  managers.  Neu- 
berger  &  Berman  in  New  York  City, 
for  example,  is  one  of  the  bond  man- 
agers, and  it's  at  the  conservative 
end  of  the  spectrum.  Its  portfolios  of 
U.S.  Treasurys  lean  to  intermedi- 
ate-term issues  with  fairly  good 
yields  but  less  price  volatility  than 
on  a  long  bond.  At  the  other  ex- 
treme in  Merrill's  stable  of  manag- 
ers is  Nicholas-Applegate  Capital 
Management  of  San  Diego,  a  man- 
ager that  buys  stocks  of  small 
growth  companies. 

The  drawback  is  that  a  wrap  ac- 
count is  still  quite  expensive.  With 
a  $1  million  account  equally  divid- 
ed between  stock  and  bond  hold- 
ings, the  annual  fee  would  come  to 
around  $18,000  a  year.  That  would 
make  a  big  hole  in  your  after-infla- 
tion return. 

In  some  cases,  it  can  be  demon- 
strated that  the  commission  savings 
alone  can  cover  the  annual  charge. 
But  the  real  test  of  these  arrange- 
ments is  whether  they  can  earn 
more  than  they  cost.  After  all,  why 
pay  3%  in  charges  to  earn  12% 
gross,  9%  net,  in  a  year  when  the 
average  stock  is  up  12%?  A  wrap 
fund  will  pay  only  if  the  money 
manager  is  so  good  that  he  can  beat 
the  market  by  at  least  three  percent- 
age points  a  year.  The  sad  fact  is 
that  very  few  money  managers  can 
consistently  do  so. 

What,  then,  should  our  hapless 
millionaire  do?  Our  advice  is  to 
spread  the  nest  egg  over  four  or  five 
top-performing  no-load  mutual 
funds.  There  are  no  direct  commis- 
sions involved  in  these  no-load  mu- 
tuals,  and  the  management  fee  and 
operating  expenses  needn't  run  to 
much  more  than  1  % . 

Thus  for  $  10,000  a  year — which  is 
deducted  from  the  fund's  income 
before  dividends  are  paid — the  retir- 
ee gets  the  services  of  four  or  five 
managers  with  proven  records.  If 
you  select  carefully  the  costs  can  be 
a  good  deal  less  than  1%.  Van- 
guard's bond  funds,  for  example, 
run  annual  expenses  of  about  0.3% 
a  year. 

How  do  you  pick  the  best  funds, 
in  default  of  a  broker's  advice?  You 
can  check  their  long-term  records  in 
Forbes'  annual  mutual  fund  survey 
(Sept.  4,  1989).  If  for  any  reason  you 
become  dissatisfied  with  the  perfor- 
mance of  one  or  more  of  the  funds, 
it  costs  nothing  to  switch  to  another 
good  performer.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 


By  David  Dreman 


You  dont  need  to  be  in  The  Forbes  Four 
Hundred  to  pass  on  a  reasonable  nest 
egg  to  your  heirs— just  solid  planning. 

PROTECTING 
YOUR  ESTATE 


compounding  the  money  at  12%, 
they  will  have  over  $13  million. 
Not  a  bad  start  to  a  large  fortune. 

Sure,  few  of  us  have  the  luxury  of 
giving  $1.2  million  and  $20,000  a 
year  to  our  young  kin.  But  smaller 
one-time  gifts  and  annual  gifts 
thereafter  add  up  to  a  sizable  nest 
egg,  thanks  to  the  magic  of  com- 
pound interest.  A  $200,000  gift  and 
$10,000  a  year,  for  example,  become 
almost  $3  million  after  20  years 
(again  compounded  at  12%).  Not  a 
half  bad  start  for  anyone. 

A  good  safeguard  for  passing  on 
capital  to  your  heirs  is  a  recently 
developed  form  of  insurance  (joint 
survivorship)  combined  with  an  ir- 
revocable trust.  You  will  need  a 
good  estate  lawyer  to  handle  the 
details.  The  concept  is  simple:  If 
something  happened  to  both  you 
and  your  spouse,  taxes  would  eat  up 
a  large  part  of  your  estate.  But  if  you 
set  up  an  irrevocable  trust  and  as- 
sign the  survivorship  insurance  for 
both  husband  and  wife  to  the  trust, 
it  receives  the  insurance  tax-free, 
thus  being  able  to  pay  all  or  part  of 
the  estate  taxes.  The  trust,  howev- 
er, must  pay  the  premiums. 

This  insurance  is  relatively  cheap 

for  a  couple  in  their  30s  or  40s.  If,  for 

example,  you  are  both  45  and  take 

out  $1  million  of  insurance  for  the 

trust,   you  will  pay  premiums  of 

about  $4,600  a  year  for  nine  to  ten 

years,  after  which  the  policy  is  paid 

in  full.  When  the  last  spouse  dies, 

the  money  goes  to  the  trust.  Be  sure 

to  check  payment  schedules  and 

rates  with  a  number  of  insurance 

companies,  as  they  can  vary  widely. 

Yes,  there  are  a  number  of  good 

ivs  to  avoid  the  "three  genera- 

ns    from    shirtsleeves    to    shirt - 

ves"  syndrome.  But  putting  to- 


"Three  generations  from  shirt- 
sleeves to  shirtsleeves."  So  the  old 
saying  goes.  Grandpa  made  the  fam- 
ily fortune,  sonny  squandered  it, 
and  grandson  is  back  on  the  assem- 
bly line.  Is  this  tale  apocryphal  or 
true?  The  answer  is,  sometimes 
true,  most  often  not.  The  list  of  the 
rich  does  change  rapidly  over  the 
decades,  and  very  few  of  the  super- 
rich  of  one  generation  make  the  list 
several  generations  later,  but  you 
don't  have  to  be  in  The  Forbes  Four 
Hundred  to  pass  on  a  reasonable 
nest  egg  to  your  heirs.  What  you  do 
need  is  solid  investment,  legal  and 
financial  planning. 

Here  arc  a  few  tips  that  have 
helped  many  of  my  clients. 

A  good  wa'  to  start  is  to  give 
systematic  gifl  your  children. 

The  higher  your  income  or  net 
worth,  the  large  th  ^ifts  should 
be.  You  and  your  *  i  e  allowed 

to  give  a  one-tinu  s  600, 000 

each  or  a  total  of  S>  on  tax- 

free  to  your  benefici.  veil  as 

$10,000  per  year  fron  .use 

to  each  child — indefin  vou 

have  two  children,  taku,  \i- 

mum  gift  for  a  20-year  p 

David  Dreman  is  managing  din 
Dreman  Value  Management,  LP.,  /< 

tth'tu  Counsel  New  York,  and  autba 
The  Ncv\  Contrarian  Investment  Strategy 


gether  the  proper  trusts  and  gifts,  no 
matter  how  shrewd  your  tax  attor- 
neys or  accountants  are,  is  only  half 
the  battle.  Properly  investing  the 
funds  is  just  as  important. 

Stocks  and  bonds  (as  well  as  real 
estate,  if  you  have  a  knack  for  it)  are 
still  the  time-honored  ways  of  pre- 
serving and  enhancing  your  capital. 
In  spite  of  its  dramatic  rise,  the 
stock  market  provides  solid  funda- 
mentals. I  would  keep  about  60%  of 
the  portfolio  in  a  diversified  group 
of  high-grade  common  stocks;  the 
remaining  40%  in  ultra-high-quali- 
ty bonds  (or  a  portion  in  real  estate). 

On  the  bond  side,  keep  your  ma- 
turities very  short.  I  know  everyone 
says  inflation  is  deader  than  a  dodo 
bird  and  interest  rates  are  destined 
to  go  lower.  But  bond  yields  are  al- 
ready among  the  lowest  in  a  decade, 
fully  discounting  a  safe  landing  and 
lower  inflation.  If  we  have  an  up- 
ward surprise  in  the  ppi  or  cpi  num- 
bers, or  a  pickup  in  the  economy, 
interest  rates  could  skyrocket.  By 
staying  very  short  in  your  maturi- 
ties or  in  money  market  funds,  you 
get  current  yields  that  are  higher 
than  those  on  long-term  bonds  and 
far  greater  safety. 

Turning  back  to  the  stock  portion 
of  the  portfolio,  here  are  some  is- 
sues that  present  good  values. 

b/c  Corp.  (26)  is  a  manufacturer  of 
low-cost  consumer  disposable  prod- 
ucts. Although  the  unsuccessful 
launch  to  date  of  a  low-cost  perfume 
will  slow  earnings  growth  this  year, 
other  product  lines,  particularly  dis- 
posable razors,  should  result  in 
10% -plus  growth  in  1990.  bic  trades 
at  a  p/e  of  13  and  yields  4.3%. 

Scott  Paper  (49)  is  a  major  paper 
consumer  products  company.  Earn- 
ings should  be  up  10%  for  1989, 
with  another  10% -plus  increase 
likely  next  year.  Scott  trades  at  a  p/e 
of  9  and  yields  1.6%. 

Telefonica  de  Espaha  adr  (27)  pro- 
vides all  domestic  and  international 
telephone  service  in  Spain.  Demand 
for  telephones  is  booming.  Earnings 
should  grow  at  double-digit  rates  for 
the  next  several  years.  The  stock 
trades  at  a  p/e  of  6  and  yields  3.9%. 

Travelers  Corp.'s  (40)  earnings 
should  improve  significantly  this 
year,  to  $3.50  from  the  $2.60  earned 
in  1988.  The  company  is  steadily 
cutting  back  its  loss-laden  real  es- 
tate operations  and  also  paring 
losses  in  its  property/casualty  sec- 
tor, which  is  likely  to  result  in  a 
further  gain  in  1990.  tic  trades  at  a 
p/e  of  4  and  yields  6%.  ■ 
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Land . . .  what  else  can  give  you  so  much  pleasure  now  and  for  years  to  come? 


The  land  we're  offering  is  far 
from  the  crowds  and  rat  race  of 
cities,  away  from  noise  and 
pollution.  It's  nature  in  an  un- 
spoiled state. 

Each  ranch  is  40  acres  or  more. 
A  really  big  spread.  With  controlled 
access  that  assures  exclusivity 
and  privacy.  We're  up  in  the  moun- 
tains of  Colorado's  glorious  San- 
gre  de  Cristo  range — the  heart  of  the 
Rockies.  Where  deer,  elk,  eagles, 
wild  turkey  and  other  birds  and  ani- 
mals still  roam. 

Very  few  owners  will  share  this 
part  of  the  American  Alps,  and  our 
concept  for  buyers  is  simple:  A 
large,  desirable  piece  of  property, 
offered  with  financing  and  full 
buyer  protection.  You  can  build 


here  if  and  when  you  want.  You 
may  use  it  as  a  base  for  vacations, 
for  cross-country  skiing,  hunting, 
fishing,  hiking,  camping  and  all 
kinds  of  outdoor  sports  and  fam- 
ily fun. 

It's  the  perfect  place  to  acquire 
a  substantial  part  of  the  American 
dream.  Here  you  will  taste  life  on 
the  scale  it  was  meant  to  be  lived. 

Forbes  Magazine's  division, 
Sangre  de  Cristo  Ranches,  put  this 
project  together  based  on  the 
many  requests  received  over  the 
years  for  a  really  large  tract  of 
land.  Through  Forbes  Wagon  Creek 
Ranch,  we're  pleased  to  be  able  to 
share  a  part  of  it  with  you  and  your 
family.  We've  ranched  this  area 
for  almost  two  decades  and  plan  to 


be  around  for  generations  to 
come.  Our  neighboring  Forbes 
Trinchera  Ranch  covers  over  400 
square  miles,  which  is  our  firm 
commitment  to  the  future  of  this 
unspoiled  paradise  in  Colorado. 
Ranches  here  start  at  $30,000. 
It's  not  a  small  sum.  But  unlike 
paintings  and  jewelry  or  new  cars, 
this  ownership  extends  past  your 
lifetime  and  the  lives  of  those  you 
love  to  guarantee  your  own  sub- 
stantial heritage  in  America  the 
beautiful. 

For  complete  information, 
without  obligation,  call  719/379- 
3263  or  write  to:  Errol  Ryland 
Manager,  Forbes  Wagon  Creek 
Ranch,  P.O.  Box  303    H2 
Ft.  Garland,  CO  81133. 


ain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has 
}ed  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and  Housing  Opportunity  A  statement  and  offering 
ement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval 
ie  sale  or  lease  or  offer  for  sale  or  lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed 
o  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de  Cristo 
ches  NYA86- 1 53  A  ^.alement  of  Record  died  with  the  New  Jersey  Real  Estate  Commission  permits  this  property 

offered  to  New  Jerseyresidents,  but  does  not  pass  upon  its  merits  or  value  Obtain  the  New  Jersey  Public 
tring  Statement  and  read  it  before  signing  anything  NJA  #60686004  CO;  Florida  AD  20537 
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MONEY  &  INVESTMENTS 


The  big  money  doesnt  vanish;  it  just 
changes  hands.  First  oil,  then  real  estate 
and  now  LBOs.  Where  will  it  move  next? 


MONEY  ON 
THE  MOVE 


By  Frederick  E.  Rone 


During  the  oil  boom  of  the  late 
1970s,  financial  sophisticates  in  the 
Petroplex  (Texas'  Midland-Odessa 
area)  first  started  sizing  up  their 
friends'  oil  business  successes  by 
the  "unit."  A  unit  was  defined  as 
$100  million  in  net  worth.  Typical 
usage:  "Ole  Bubba's  gotten  richer  'n 
hell.  I  heard  he's  got  three  units 
now."  Midland,  you  will  remember, 
is  where  the  young  oil  man,  George 
Bush,  moved  to  seek  his  fortune  af- 
ter graduating  from  Yale. 

By  1984  the  oil  boom  in  west  Tex- 
as had  turned  into  a  bust,  but  what 
happened  to  all  those  "units"?  Mi- 
chael Young,  a  Dallas  real  estate 
magnate,  first  hinted  at  the  Unit 
Theory  of  Wealth  Relocation  when 
he  said  over  lunch  around  that  time: 
"Shad,  I  don't  believe  all  those  units 
the  west  Texas  oil  guys  talked  about 
really  disappeared.  They  just  moved 
to  North  illas."  He  meant  that  the 
wealth  ha*,   oioved  from  oil  people 

•  real  estate      "pie. 

Dallas  in  198     vas  in  the  midst  of 

;il  estate  bin   a  that  had  to  be 

to  be  believed    At  that  time 

and  I  specuLi        ibout  where 

the         s  would  shov  xt,  after 

they  k     Dallas  real  ^  e 


Frederick  /  (Shad)  Howe  Jr.,  a& 
mst.  l\  the  general  partner  of  Dal, 
brier  Partners,  a  hedge  fund 


they  most  certainly  did.  By  1986 
virtually  all  of  Texas,  North  Dallas 
included,  was  in  a  financial  bust. 
Many  of  the  victims  are  well 
known.  Two  former  governors  of 
Texas,  John  Connally  and  Preston 
Smith,  were  forced  to  seek  refuge  in 
bankruptcy.  Denton  Cooley,  the 
world-famous  heart  surgeon,  also 
went  through  bankruptcy.  Former 
Forbes  Four  Hundred  members  like 
Bunker,  Herbert  and  Lamar  Hunt, 
Clint  Murchison  and  H.R.  (Bum) 
Bright  watched  much  of  their  net 
worth  evaporate.  Most  of  the  state's 
major  banks,  including  FirstRepub- 
lic,  MCorp  and  First  City  Bank,  re- 
quired federal  bailouts. 

So  where  did  the  units  relocate 
after  they  left  Texas?  Why,  in  Man- 
hattan, of  course,  home  of  the  lever- 
aged restructuring  of  America.  The 
new  unit  holders  don't  wear  Luc- 
chese  cowboy  boots  and  Rolex 
watches.  They  wear  Gucci  loafers 
and  Piagets.  But,  as  with  the  Texans 
before  them,  New  York's  financial 
wizards  believe  that  their  prosperity 
will  last  forever,  and  that  their  fi- 
nancial successes  are  testament  to 
their  own  intelligence. 

Is  there  a  common  denominator 
in  the  appearance,  disappearance 
and  reappearance  of  units?  I  believe 
there  is:  the  changes  in  the  tax 
code.  Until  December  1984,  so- 
called  unearned  income  was  taxed 
at  a  maximum  marginal  rate  of 
70%.  This  gave  oil  and  gas  opera- 
tors and  investors  a  huge  incentive 
to  drill  up  their  tax  dollars  rather 
than  pay  them  out  to  the  tax  collec- 
tor. When  the  maximum  rate  was 
cut  from  70%  to  50%  at  the  same 
time  the  oil  depletion  allowance 
was  further  reduced,  drilling  activi- 
ty dropped  dramatically,  as  did  the 


value  of  leases.  Most  of  the  units  in 
Midland  simply  vanished  into  the 
west  Texas  sky. 

In  1982  tax  legislation  brought  ac- 
celerated depreciation  and  invest- 
ment tax  credits  to  real  estate  devel- 
opment. Tax  incentives,  combined 
with  s&l  deregulation,  created  the 
incentives  for  real  estate  developers 
and  investors  to  engage  in  a  massive 
and,  as  it  turned  out,  uneconomic 
building  boom.  Tax  reform  in  1986 
once  again  stretched  out  deprecia- 
tion, eliminated  interest  deductibil- 
ity above  $10,000  for  most  investors 
and  removed  investment  tax  cred- 
its. The  real  estate  boom  went  bust 
before  the  ink  had  dried. 

In  January  1987  maximum  mar- 
ginal rates  dropped  from  50%  to 
28%,  and  the  distinction  between 
earned  income,  unearned  income 
and  capital  gains  was  phased  out. 
But  one  strong  tax  preference  re- 
mained: The  tax  code  penalized  eq- 
uity and  subsidized  debt.  The  new 
unit  holders  were  those  who  knew 
how  to  play  this  distortion  in  the 
tax  system.  Aggressive  financial  en- 
trepreneurs had  tax  incentives  to 
bust  up  companies,  borrow  money 
to  pay  liquidating  dividends  and  in 
general  seek  high  current  returns, 
since  there  was  no  longer  any  tax 
incentives  to  invest  for  the  longer 
term.  By  making  debt  capital  cheap- 
er aftertax  than  equity  capital,  the 
tax  code  was  providing  incentives 
and  subsidies  to  liquidate  compa- 
nies, rather  than  to  build  them. 

Most  people  probably  agree  that 
we  are  better  served  by  builders  and 
operating  entrepreneurs  than  by  li- 
quidating entrepreneurs.  If  you  be- 
lieve, as  I  do,  that  the  tax  code  is 
once  again  to  be  altered  in  a  materi- 
al way  and  that  incentives  for  long- 
term  capital  again  will  reappear, 
what  then  are  the  implications  for 
units?  First,  the  joy  ride  will  be  over 
for  Henry  Kravis  and  the  other  lbo 
and  liquidation  entrepreneurs. 
Their  units  will  experience  the 
same  fate  as  those  of  the  west  Texas 
oil  operators  and  North  Dallas  real 
estate  developers. 

Where  will  the  units  show  up 
next?  My  guess  is  in  the  hands  of 
owners  of  emerging  growth  compa- 
nies. Growth  stocks  represent  the 
cheapest  sector  of  the  stock  market. 
The  public  is  not  participating,  and 
if  there  is  tax  incentive  to  invest  for 
the  long  term,  look  for  this  area  to 
take  off — and  to  provide  a  host  of 
new  names  for  The  Forbes  Four 
Hundred.  ■ 
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CORPORATE  ITEMS 


CORPORATE  ITEMS 


100%  Cotton/Your  Logo!— 

Better  Than  Lacoste  or  Ralph  Lauren! 

Our  great  quality.  uncitnditii>nally-guarantecJ-pi>L>  ■•hirt?  ar«  100%  cotton.  American 
Made,  and  custom  embroidered  with  your  logo  or  design.  Minimum  order  just  six  shirt-. 
For  a  price  list,  brochure  and  information  about  our  other  great  products  call: 

1-800-274-4787 
The  Queensboro  Shirt  Company 

Dept  F17,  119N  11th  St.,  Greenpoint,  NY  11211 


WINE  CELLARS 


WINE  CELLARS 


WlNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models  - 

\ot  Handmade 

40  Bottle  Glass  Door 
60  Bottle  Class  Door 


$  599 
749 


499 
659 


FurVault  holds  about  8  Furs  $3495 


$  1895 


VtsaMCIAmExIDiscovet 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131st  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


MERCHANDISE 


MAILORDER 


>TOP  SWEAT 
:0R6WEEKS 


RIO  N I C  •-  t  he 
swer  to  costly  and 
ibarrassing  under- 
m,  hand  or  foot 
real.  Short  treatment 
th  electronic  Drionic 
eps  these  areas  dry 
I  6  week  periods.  Try 
£tor  recommended 
ionic  @  $125  ea.  pair 
jecify  which).  Send 
or  MC/ Visa  *  &  exp. 
te.  CA  res.  add  6% 
t.  45  DAY  MONEY 
»CK  GUAR. 

NERAL  MEDICAL  CO. 

Dept.  FOB- 25 
935  Armacost  Ave. 
s  Angeles,  CA  90025 

■one  ordert  —  MCI 
sa-800  HEAL  DOC 


FEET 


C  '999  GEN  UEDCO 


ARTS  AND  ANTIQUES 


MUSEUM  QUALITY 
OLD  WEST  ART 

iginak  by  The  Old  Masters  of 
?stem  Art  •  Russell  •  Remington 
•loran  and  more 
f  Color  Catalogs  write  or  call: 

ONTIER  SPIRIT  GALLERY 

)  Pearl  St.  •  La  Jolla  CA  92037 
9)456-1953 


FORBES  BINDERS 


CASE 


VE  YOUR  COPIES  OF  FORBES 

se  custom-made  cases 
i  binders  protect  your 

able  copies  from  dam- 

They  hold  about  half  a 

'  s  issues  Made  from  re- 
■  'ced  board  covered  with 

ler-hke  material  in 

Title  is  hot-stamped 
j  JkJ  Binders  have 

:ial  spring  mechanism 

M  snap-in  rods 

es:1-$7.95    3-52195    6-S39  95 

lers:1-$9  95     3-S27  95     6-S52  95 

ER  FROM  Jesse  Jones  Industries  Depi  FB. 

East  Erie  Ave     Phiia     PA   19134    Enclose 

.:  address  (no  P  0  Box)  &  payment  Add  Si  per 

«P»H  Outside  USA  S2  50  per  unit  (U  S  lunds 

Pa  residents  add  6%  sales  tax  Credit  card 

I  -s  call  1  -900-972-5858  (mm  S15)  Please  allow 

i  «ee«s  'or  delivery  Satlatictlon  Guaranteed 


^ 


BINDER 


Make  Your 
Two-Story 
Home  A 
One-Story 
Home  With 
"ELEVETTF'a 

"Elevette,"  a 
custom-built  resi- 
dence elevator 
serving  two  or 
more  floors.  Tax 

deductible  if  doctor  recommended. 

Send  for  free  literature. 

Inclinator  Company  of  America 

Dept.  7,  P.O.  Box  1557 

Harrlsburg,  PA  17105-1557 


EXECUTIVE  GIFTS 


Can't  beat  'em?  lain  'em  with 

Sue  For  A  Million9 

The  game  of  suit  and  (ountersuit 

Challenging  strategy,  hilarious  fun  - 

and  social  commentary? 

Perfect  gift  for/from  a  lawyer/anti-lowyer 

$19.95  +  52  shipping;  satisfaction  guaranteed 

loured  Gomes,  hit,  Suite  19F,  1623  Third  Ave., 

N.Y.,  N.Y.  10128  or  coll  (212)  996-7622 


9X12  COLOR  POSTER 


■■^ 'J^i7 i 

Ken  Tannenbaum.  Inc  1989 


EXCEPTIONAL  OPPORTUNITY 

Top  quality  Furs  by  Prestigious  Couture 
Designer/Furrier  lor  the  Rich  and  Famous 
with  40  years  in  business.  Natural 
Canadian  Female  Fisher  full  length 
coat  —  S1 9,000.00.  Sables,  Broadtail, 
Mink  and  others  available. 
Custom  Designs  uoon  request 
Tel.  1  • 800-543-3877  or  1-202-338-2500 


CORPORATE  ITEMS 


Make  your  training  messages 
stick  with  humor. 

Learn  how  from  John  Cleese. 

Free  8  minute  video  rental 
with  your  first  order  of  a 
Video  Arts  program  in 
management,  selling,  or 
customer  care. 

For  a  FREE 

catalog  call: 

VIDEO 
ARTS 

1-800-553-0091 
xl69 

In  IL 

1-312-291-1008 
\169 


EXECUTIVE  GIFTS 


CORPORATE  ITEMS 


TMECo.l 


Ambassador  Lapel  Flags© 

24K  gold-plated,  full  colors 
Elegant  and  Exclusive 
For  worldwide  business/marketing  Customize 
any  2-flag  mix  with  company  logo  In  stock 
rectangular  panel  (shown),  round,  oval,  square, 
others  Or  send  own  preferred  design  100% 
USA-made.  3-5  weeks'  delivery  Best  value 

TME  Co  .  1 1 7  Park  Lane  Drive. 

Suite  101.  New  Milford.  CT  06776 

(2031  354-0686  Fax  (2031  354-2786 


EMBROIDERED 

CAP  SALE 

FROM 

S425 


The 

Corporate 
Choice®  (* 

America's  top  companies  can't  afford 
to  look  second-rate  That's  why  they 
choose  our  distinctive  corporate  image 
products.  Amencan  made  caps,  shirts, 
jackets  and  more,  and  now  finely 
crafted  gift  items,  too.  each  with  your 
name,  logo  or  custom  design  Discover 
the  quality  difference. 


YOUR 

IMPRIrtf 
HERE 


CALL  FOR  FREE  CATALOG 

800-792-2277 

IN  CA  800-826-8585 

^wiimi'     3952  P0INT  E0EN  WAY 

'♦"5531  T*"  HA  WARD,  CA  94545 
'»»<oUi  «•*         FAX  (415)  786-1111 


Your  Business 
ft"~."       card  Sealed 
r  in  Plastic 

3  for  $5.00 

SEND  FIVE  BUSINESS  CARDS  AND  $5 
CASH  OR  CHECK  TO: 
Travel  Tags,  18  Valley  Forge  Drive, 
East  Brunswick.  NJ  08816 


Special  10%  discount  on  classified  ads  that 

run  in  both  AMERICAN  HERITAGE  Exchange 

and  FORBES  Market  /Classified. 


<. 


Forbes  Market/ 


CD 


FINE  WINES 


FINE  WINES 


WEST  COAST 'S  LARGEST  SELECTION  OF  RARE  WINES 


100,000  Bottle  Inventory  for  Collectors 
Fine  Wines  of  the  World  from  1870-1986 


ROMANEE  CONTI 
MONTRACHET 
CHATEAU  PETRUS 


CH  DYQUEM 
RARE  PORTS 
RARE  CALIFORNIA 


Request  our  60-page  catalog  of  fine  &  rare  wines. 

Vk  ship  promptly.       VISA/MC/Am.  Exp. 
415  459-3823        415  456-9463        FAX  415  456-8858 


2138  4th  St.  San  Rafael 
CA  94901 


Marin  Wine  Cellar 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Build  ¥)ur 

Future  With 

Lindal. 


Build  .in  independent  business 
on  ,i  MihJ  foundation.  With 
Lindal  Cedar  Homes,  the  world's 
most  populai  custom  houses  tor 
i  ivei  40  yean 

•  No  tr.nu  hise  fees 

•  Internationally  recognized 
housing  giani 

•  Dealei  training  schools  and 
onKomt;  regional  seminars 

•  National  advertising, 
marketing,  .md  co-op 
support 

•  Best  planKxiks  and  sales  aids 
in  thi-  industry 

•  Multiple  product  lines — 
cedai  homes,  loc  homes, 

ind  hardw(K>d 

lliKi: 

Right  now  we're  looking  for 
id  dealet  in  many  areas 
lor  mi  0      il    Miianon.  please 
call  800-221 

ALindalC       r  Homes 


VO  Box  24, 


■ 


1 


1-800-USA-LIST 


BUY  -  SELL  -  TRADE 


PROPERTY— PRODUCTS— SERVICE 


NO  BROKERAGE  FEES 


RICH  &  FAMOUS? 

PART/T  S25K  FL'LL/T  S250K 

MARKET  A  COUPON  BOOKLET  THAT 

ENTITLES  THE  USER  TO  20  RECORDS, 

TAPES,  CD'S,  BLANK  VIDEO  + 

BONUSES  ♦  DOUBLE  BONUS  A  5 

DAY,  6  NIGHT  PRE  PAID  LODGING  TO 

THE  TROPICS  FOR  ONLY  S9.98. 

CALL  FEDERAL  MUSIC  &  VIDEO 

•1-800-999-8788. 

MIN  INV.  $750 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES  FARMS  4  RANCHES 

FOR  SALE  ST  OWNERS 
MANY  OFFERING  OWNER  FINANCING' 
To  List  ot  Buy  Call  Toll  Ftee  1-800-999-SALE 
m       NO  BROKERAGE  FEES 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC 


REPOSSESSED  VA  &  HUD  HOMES 
available  (torn  government  from  S1  without  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  lor  repo  list  your  area 


SEIZED  CARS — Porsche  Ferrari  Vette 
etc  Trucks  boats  4 -wheelers  TVs  stereos 
furniture  by  Drug  Enforcement  Agency  FBI  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  18051 682-7555  EXT  C-1031 


BUSINESS  ACQUISITION 


PRESIDENTS 


wi 


IND    IT- 
BUY  IT 

IUN    IT 

SEND  RESUME  AND  LETTER  TO  CHAIRMAN 
1500  EXECUTIVE  DR.  ELGIN,  IL  60123 

BUSINESS  SERVICES 


N.A.G.L.S. 

View  precious  geanstones  for  sale. 

on  computer,  tree  of  charge 

(416)  238-4985 

For  further  information. 

(416)  238-8044 


REAL  ESTATE  SERVICES 


DEVELOP  REAL  ESTATE,  PROFIT,  1990  2000 

Turbulent  marvets  create  opportunities  SSS  Millions  will  be 
made  or  lost  m  the  next  decade  Knowledge  is  the  deciding 
factor  300  leading  and  tested"  US  Developers  combine 
know-how  the  ins  and  outs,  n  the  1990  Edibon,  Sell  Study 
Development  Course  20000  graduates,  senous  firms  like 
Olympla  1  York,  Irammell  Cnw.  nautman  A  Broad  Homart 
Pulte  Corp  Toll  Bros  .  Roiae  Co  General  Dev  Corp.. 
Prudential  Dev. .  Del  Webb  $345  plus  S/H  Limited  Edition 
PLAN  CAPITALIZE  ON  MARKET  CONDITIONS  To  place  your 
order  serious  parries  only  call  THE  REDI  FOUNDATION  -  (506) 
3M2665 


Real  E»t»te/De»elopw«iit/Conitructlon 
OPPORTUNITY  &  TREND  REPORT,  1990  2000 

The  Country  s  leading  real  esiale  developers  share  ivfte/e  when 
and  ho*  to  prosper  m  the  next  decade  Another  quality  publica- 
tion from  THE  REDI  FOUNDATION,  serving  20  000  members 
serious  fir rm  9co  Olympia  4  York,  Trammell  Crow,  Kaufman 
&  Broad  Homart  Pulte  Corp. ,  Toll  Bros  .  Rouse  Co .  General 
Dev.  Corp. .  Prudential  Dev. ,  Del  Webb.  Mitsui  Rehouse,  Dai 
Ichl  Kangyo  Bank.  Chase  Manhattan  Bank,  Manufacturers 
Hanover,  Coldwell  Banker,  Cushman  &  Wakefield,  Grubb  A 
Ellis  US  Government $55 pusS/Htor Members  Toorder- 
1508)  358-2665  MC  VISA 


Forbes: 
Capital:    Tool 


REACH  THE  PEOPLE 
WHO  OWN  AND  RUN 
AMERICAS  BUSINESS 


MISCELLANEOUS  FOR  SALE 


INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamonds  and  all  Precic 
Gemstones  Free  wholesale  catalog  sin 
1967'  Member:  Jewelers  Board  of  Trade  | 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville.  Kentucky  42345 

TOLL  FREE  1-800-6264352 


EDUCATIONAL  SERVICES ; 


FULLY  APPROVED  UNIVERSITY  DEGREES  | 

Economical  home  study  for  Bachelor^ 
Master's,  Ph.D.,  fully  approved  by  Call 
forma  State  Department  of  Educatio 
Prestigious  faculty  counsels  for  ind 
dent  study  and  life  experience  credl 
(5,100  enrolled  students,  500  facult) 
Free    information — Richard    Ctct 
M.D.  (Harvard),  President,  Columbia P 
cific  University,  Department  3D  10  14 
Third  Street,  San  Rafael,  CA  94901. 
Free:  (800)  227-0119;  California:  (80( 
552-5522;  or  (415)  459-1650. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATI 

For  Wort  Life  and  Acakffl* 

Fjperience  No  Classroom 

Attendance  Required 

Call  (213)  471-03( 

OutaMa  California 
1  •  800-423-324 

or  send  detailed  resum 
tor  Free  Evaluation 
Pacific  Western  University 

600  N   SeouivwU  Blvfl     Q«pt   IBS   L&s  *"«wes   CA  900 


FREE  COLLEGE  TAR 


•  EXTERNAL  DEGREES 

Business  &  Public  Administration. 

Criminal  Justice  Mgt .  Theology.  LAW 

Financial  aid  available 

TOLL  FREE  24  hrs.  (800)  759-00 

LA  SALLE  UNIVERSITY 


FORBES 
MARKET/CLASSIFI 

Advertising  closing  date  is 
month  preceding  date  of  issu 

Frequency    discounts    avail 
Payment  must  accompany 
unless  from  accredited  agen 

FOR  ADDITIONAL  INF0RMAT 
WRITE  OR  CALL: 

LINDA  L0REN 
FORBES  MARKET/CLASSIFI  I 

60  Fifth  Avenue,  New  York,  NY  1 
(212)  620-2440 


brbes  Market/ 


T-m* 


WINE  CELLARS 


WINE  CELLARS 


FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


HE  WINE  CELLAR  SUPERMARKET 


Lowest  Prices  on  Name  Brands 

MODEL  BOTTI.ES       11ST  SALE 


COMPACT 
SOMMEL1ER  3- Temp 
EUROCAVE 
EUROCAVE  3-Temp 
EUROCAVE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 


40 

60 

140 

210 

250 

325 

480 

700 

%0 

1400 


>U.T[T 

xiiniim 
_1  iirrm 

jM""Ti 

jlin'  rr 
_nm'  m 
j  nil"  nr 


S449.00 

WW  00 

$99500 

$  1295.00 

S119S.00 

$1495.00 

51595  00 

$1995.00 

$289?.00 

$3695.00 


FREE  Catalog  or  Consultation:  800-356-8466 

Custom  Cellars 
6r  Ratting  Start 


50  Centi  Bnfl/f 


-  THE  WINE  (^0ENTHUSIAST' 


AMERICAN  ASSOCIATION  OF  INDIVIDUAL  INVESTORS 

The  110,000  members  of  AAJJ  invite  you  to  find  out  more  about  this 
non-profit  organization  created  by  and  for  the  serious  individual  investor. 

-  AAII  Journal  -  Introductory  through  advanced  seminars  -  Sub- 
group and  special  publication  for  computerized  investors  -  Support 
of  University  Research  -  Annual  Guide  to  No-Load  Funds  - 
Annual  Guide  to  software  and  databases  -  Home  study  guides  - 
Video  courses  -  and  much  more. 

Most  members  are  mature  investors  with  significant  portfolios  but  there 
are  special  programs  for  newer  investors.  Annual  dues  are  only  $49  but 
send  for  Free  membership  information  with  no  obligation. 

AAII-625  N.  Michigan  Ave,  #1901,  Chicago,  DL  60611  -  (312)  280-0170 


FAX  PAPER 


REAL  ESTATE 


AX      PAPER 


Guaranteed  lowest  prices 
24  hour  shipping 
Dealer  inquiries  invited 


Call  or  fax  for  catalog/price 
Tel:  (516)  239-1854 
Fax:  (516)  239-1939 


A-Z  FAX  PAPER  MFG. 


COMPUTERS 


ITIflRY(TlflC  INDUSTRIESINC 


)ur  13th  year  of  DISCOUNTS 

Tandy®Computers 

Radio  Shack*Products 

Toll  Free  800-231-3680 

1  Katy  Fwy.  Katy(Houston)  TX  77450 

3-392-0747  Fax  (713)  574-4567 


REAL  ESTATE 


Own  Spectacular  Land, 
W  acres  in  the  Colorado 
ckies.  $30,000  and  up,  1% 
wn,  9%  financing.  Write: 

■orbes  Wagon  Creek  Ranch 
<  303,  Fort  Garland,  CO  81133 
(719)  379-3263 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 

|  Total  management:  74.7% 

total  paid  circulation:  735,000 

,  ^'erage  household 
ncome:  $162,000 

|  Average  value  of  investment 
portfolio:  $899,000 


:: 


SHERIDAN  AREA  EXECUTIVE 
HORSE  RANCH.  This  ranch  is  tucked 
away  in  its  own  valley  on  359  acres,  one 
and  a  half  miles  from  Big  Horn. 
Wyoming.  The  architect-designed  4,000 
square  foot  main  residence  commands 
e\pansi\e  views  of  the  Big  Horn 
Mountains.  The  valley  includes 
irrigated  meadows,  six  ponds  and  a 
caretaker's  residence.  Attractive  barn, 
dressage  and  jumping  arena  and 
paddocks  complete  the  package. 

CHAIR  ROCK  RANCH.  More  than 
y.000  acres  of  two  private  valleys  at  the 
end  of  the  road  in  the  wild,  rugged 
Laramie  Mountains  offer  the  absolute 
in  privacy.  This  ranch  is  adjacent  to  the 
national  forest  and  has  two  mountain 
streams  running  through  it  for  about 
four  miles,  plus  (wo  lakes.  Attractive 
summer  improvements.  Abundant  big 
game  and  great  horseback  riding 
country.  This  part  of  Wyoming  has  all 
i he  features  of  Cody,  Sheridan  and 
Jackson,  but  no  one  has  discovered  it, 
yet! 

Contact  exclusive  agent  for  sellers:  Hall 
and  Hall.  Inc.,  P.O.  Box  1924,  Billings. 
Montana  59103.  (406)  252-2155  or 
(406)  587-3090. 


COLORADO  RANCH 

Prime  for  subdividing  or  family  compel. 
240A  21/2  mi  no.  of  Hotchkiss,  all  weather 

road;  power,  city  water;  fantastic  1 80° 

mountain  view.  Deer,  elk,  fish.  Adjacent  to 

public  land.  No  pollution  Irr.  pasture  leased 

to  rancher.  Cabin.  $300,000. 

Owner,  303-872-3079  of  409-297-6696 

after  Nov.  6,  or  en  route 


SOUTH  LAKE  TAHOE,  NEV. 

Spacious  4320  sf,  2  story,  3  bd,  31/2 

ba  (1  w/6'  Jacuzzi).  Open  kitchen/ 

dining,  27x  1 6  liv  mi  with  oversized 

fireplace.  Beamed  ceilings,  baseboard 

hot  water  heat  and  carpet  throughout. 

864  sf.  finished  garage.  Original 

owner,  shows  like  new.  $399,000 

Call  408-252-4110 


NYSE  STOCKS 
THAT  SIZZLE: 

A  new  study  from  Quick  &  Reilly— 
a  major  discount  broker  — lists 
200  NYSE  Biggest  Movers.  For 
example,  VALERO  ENERGY: 

Low  High       %  Diff. 


1985 

6.0 

14.8  . 

147% 

1986 

6.6 

14.3 

117% 

1987 

4.5 

13.9 

209% 

1988 

4.5 

9.5 

111% 

To  get  the  study,  come  join 
425,000  investors  who  save  at 
Quick  &  Reilly.  Call  for  an  appli- 
cation and,  when  you  return  it, 
print  NYSE  Biggest  Movers  at 
the  top.  No  obligation. 

1-800-333-5972/Ext.  2300 

Quick&Reilly 

^*.— ..    ....    .   . INC  +J 


MEM8ER  NEW  rOftK  STOCK  EXCHANGE -SIPC 


'INC 


FACSIMILE  MACHINES 


FAX 
PAPER 

With  Machine 
Purchase 

TOP  DISCOUNTS 

ON  NEW  SHARP,  MURATA, 
XEROX,  CANON,  RICOH 

Best  prices  In  the  country. 

Full  Service  &  Training. 

We  Take  Trade-Ins. 

Used  FAX  Machines  Available. 

New  Toshiba  Laptop  Computers. 

CALL  US  TODAY  i 1 

FAX  OF  AMERICA 

1-800-342-FAXX    ' — ' 

America's  tow  Price  FAX  Distributor 


Forbes:  Capitalist  Tool 


Introductory  Trial 

Value  Line 
Only  $60 


An  introductory  subscription  to  The 
Value  Line  Investment  Survey 
brings  you  the  2000-page  Investors 
Reference  Service — Value  Line's  most 
recent  reports  and  ratings  on  1700 
stocks.  You  will  also  receive  analyses 
of  about  130  stocks  each  week  for  10 
weeks  for  $60.  Available  only  once 
every  two  years  to  any  household.  30 
day  Money-Back  Guarantee. 

SCall  Toll-Free 
1-800-633-2252 

(Ext.  2686-Dept.  416  F2  3) 

American  Express,  MasterCard  or 

Visa.  7  days  week,  24  hrs.  a  day. 

BIG-NAME  STOCKS 
TO  UNLOAD  NOW: 

My  new  Performance  i 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely vulnerable 
stocks  (rated  8  or  9) 
-including  some  very  j 
famous  names  — 
which  I  believe  could 
"take  a  bath."  I'll  rush  ' 
you  the  Performance  MARTINZWEIG 
Ratings  ($39  value)  as  a  bonus  with 
your  subscription  to  The Zweig  Fore- 
cast. Time  is  crucial. 

Three-Month  Trial  $50.  One  Year 
$245.  Visa  or  MC  1-800-633-2252 
Ext.  9064. 

THE  ZWEIG  FORECAST 

P.O.  Box  360,  Bellmore,  N.Y.  11710 

TRAVEL 


CORPORATE  HUNTING 
DAKOTA  HILLS 

Specializes  in  private  pheasant 

hunts.   We  provide  everything. 

Call  for  Free  brochure 

605-424-2905 

Season  Sept  1-  March  31 


Statistical  Spotlight 


Have  you  ever  wondered  what  happened  to  all  those  stocks  the 
Bass  brothers  filed  13-Ds  on?  We  did.  Here's  the  answer. 

How  the  Basses 

caught  their 

billions 


By  Christopher  Palmeri 

T|  he  Bass  brothers  of  Fort 
Worth  don't  talk  about  their  in- 
vestment portfolio.  But  unlike 
most  investors'  holdings,  many  of  the 
Basses'  positions  are  so  big  they're 
public.  Under  Securities  &  Exchange 
Commission  rules,  any  person  or 
group  that  buys  5%  or  more  of  a  pub- 
lic company's  stock  must  report  the 
transaction  to  the  sec. 

We  decided  to  track  the  Basses'  in- 
vestments through  these  filings  and 


see  what  would  have  happened  had 
you  bought  and  sold  along  with  the 
Basses,  as  tracked  by  their  13-D  fil- 
ings. Answer:  You'd  have  done  very 
well.  The  table  on  the  following  page 
lists  the  44  investments  we  found 
where  the  Basses  told  the  public  they 
were  buying.  The  table  ranks  the  in- 
vestments based  on  their  return.  You 
would  have  enjoyed  a  26%  average 
annual  return  on  these  investments, 
had  you  followed  their  lead. 

No,  not  every-  Bass  move  was  a  win- 
ner. Had  you  bought  with  the  Basses, 


Deals  in 

progress 

Below  are  12  current  selections  from  the  Bass  portfolio.  The  brothers 
have  at  least  a  5%  interest  in  each  of  these  firms  and,  if  history  is  a  guide, 
will  find  a  profitable  way  to  leave  them. 

Company 

Date 
filed 

First 
price 

Recent                    % 
price                   change 

Avantek 

12/28/88 

Vh 

31% 

Bay  Financial 

2/27/89 

10 

7V«                      -23 

Disney 

10/2/84 

14V8 

120V,                      709 

Doskocil 

3/3/83 

u  y< 

7(4                         -31 

Drew  Inds 

11/26/80 

10 

3Vt                     -69 

Enterra 

3/24/88 

7 '/it 

12  V8                          70 

La  Quinta  Motor  Inns 

8/29/88 

13% 

16%                        22 

Longview  Fibre 

7/5/89 

63  '/s 

67V8                              7 

Sensonnatic  Electronics 

11/1/88 

BVi 

12H                        46 

Universal  Hlth  CIs  B 

6/9/88 

Wh 

14Vj                        26 

Vons 

4/6/89 

16V» 

19                            16 

Xicor 

2/1/89 

7 

5V,                      -18 

Prices  reflect  •-plus 

you  would  have  lost  money  in  16  of 
these  44  investments.  One  rather  em- 
barrassing foray  was  into  Church's 
Fried  Chicken.  The  Basses  filed  a 
13-D  on  Church's  in  1979.  If  you  had 
stuck  with  them  until  they  reported  a 
large  selloff  in  March  of  1988,  your 
gain  would  have  been  just  3%,  spread 
over  nine  years.  More  embarrassing 
still,  just  six  months  later  Church's 
was  bought  out  at  a  43%  premium. 

Another  problem  with  piggyback- 
ing the  Basses  is  that  they  play  by 
different  rules.  If  you  had  bought  Am- 
fac  when  the  Basses  filed  a  13-D  in 
late  October  of  1981,  you  would  have 
paid  a  takeover-frenzy  premium.  The 
Basses  got  rid  of  their  Amfac  holding  a 
year  later  in  a  complex  real  estate 
swap  with  the  company. 

Needless  to  say,  the  public  inves- 
tors enjoyed  no  greenmail.  The  Basses 
easily  doubled  their  investment.  But 
if  you  had  sold  at  that  point  you 
would  have  lost  money.  On  the  other 
hand,  if  you'd  held  on  you  would  have 
made  good  money  when  Four  Hun- 
dred members  Neil  Bluhm  and  Judd 
Malkin's  jmb  Realty  Corp.  took  it 
over  late  last  year. 

Also  worth  noting  is  that  the  Bass 
organization  has  changed  dramatical- 
ly in  recent  years.  Many  of  the  Basses' 
best  investments  were  made  in  the 
early  1980s  in  companies  like  Mara- 
thon Oil,  Sperry  &.  Hutchinson  and 
Texaco.  Those  were  the  days  when 
Richard  Rainwater,  the  Stanford  Busi- 
ness school  classmate  of  Sid  Bass,  was 
in  charge  of  investing  the  brothers' 
money.  It  was  Rainwater  who  turned 
a  $400  million  investment  in  Disney 
into  $2.5  billion.  But  now  Rainwater 
is  managing  his  own  money.  The  Bass 
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brothers  still  participate  in  many  of 
his  deals,  but  they  can  no  longer 
count  on  his  undivided  attention  to 
their  accounts. 

The  Bass  brothers  split  up  their  fi- 
nances in  1985.  Sid  and  Lee  stuck 
together,  Bob  formed  his  own  private 
investment  firm  (Robert  M.  Bass 
Group),  and  Edward  is  in  Arizona.  Sid 
and  Lee  have  filed  very  few  13-Ds 
during  the  last  couple  of  years,  as  Sid 
struggled  through  a  divorce.  Their  in- 
vestment activity  has  picked  up  a  lit- 
tle lately,  however.  Bob,  meanwhile, 
took  over  Bell  &.  Howell,  made  a  prof- 
itable run  at  MacMillan  and  did  the 
ever  fashionable  Texas  savings  and 
loan  shuffle. 

The  table  on  the  previous  page 
shows  12  of  the  Basses'  current  hold- 
ings. Disney,  Drew  Industries,  Dosko- 
cil  and  Universal  Health  go  back  a  few 
years.  Bob's  two  5% -plus  positions, 
Longview  Fibre  and  Vons,  were  actu- 
ally engineered  by  investors  outside 
the  Robert  M.  Bass  Group,  which  is 
playing  along  with  John  Scully  at  San 
Francisco  Partners  and  Peter  Joseph  at 
Acadia  Partners,  respectively.  But 
Sid's  people  are  responsible  for  the 
other  six. 

Will  the  Basses  do  as  well  on  their 
current  holdings  as  they  did  on  past 
positions?  Oppenheimer  &  Co.  ana- 
lyst Lior  Bregman  thinks  Sid's  group 
might  be  trying  to  force  the  sale  of 
troubled  microwave  component  mak- 
er Avantek.  In  that  scenario,  Avantek, 
currently  trading  at  around  6,  could  be 
worth  between  $8  and  $9  a  share, 
which  is  still  about  double  what  the 
Basses  paid  when  they  started  buying 
it.  Thomas  Richter  at  Robinson  Hum- 
phrey thinks  that  at  current  prices, 
Sensormatic  Electronic  is  fairly  well 
valued  at  17  times  his  1990  earnings 
'  estimate;  but  he  also  figures  Sid  has 
picked  a  strong  company  with  growth 
potential  into  the  1990s. 

Bob  is  very  much  the  passive  inves- 
tor in  Vons  Co,,  since  Kohlberg  Kravis 
&.  Roberts  controls  33%  of  the  stock. 
But  analysts  are  looking  for  the  com- 
pany to  turn  a  profit  next  year  and  for 
the  stock  to  jump  accordingly.  For 
Bob's  recent  foray  into  Longview  Fi- 
bre, Merrill  Lynch  analyst  Richard 
Palm  has  worked  out  several  takeover 
scenarios,  one  of  which  involves  a 
Japanese  bidder  paying  as  much  as 
120%  more  than  the  current  price. 
But  Palm  is  not  recommending  Long- 
view  because  it  is  trading  well  above 
fundamentals. 

One  thing  is  for  sure:  Past  perfor- 
mance does  not  guarantee  future  suc- 
cess. That's  true  for  mutual  funds  as 
well  as  individuals,  even  the  brothers 
Bass.  ■ 


Watching  the 

filings 

If  the  thought  of  investing  with  the  Bass  brothers  intrigues  you,  here's 
how  you  would  have  done  in  44  market  plays.  Remember,  these  prices 
were  taken  when  the  Basses  filed  with  the  SEC.  The  prices  they  bought 
and  sold  at  were  likely  quite  different. 

Company 

Date  of       Date  of 
first  filing  last  filing 

First 
price 

Last 
price 

% 
change 

Annual 
return 

Spectramed" 

11/30/87 

9/1/88 

2 

12 

500% 

969% 

Amer  Medical  Intl* 

10/31/85 

10/31/88 

3'/2 

28 

700 

100 

Sperry  &  Hutchinson* 

11/17/80 

10/28/81 

20% 

36 

73 

79 

Intermedics* 

3/28/86 

7/19/88 

13  V» 

43 

228 

67 

Gtech 

12/31/84 

12/31/85 

Wh 

18'/2 

48 

48 

Taft  Broadcasting* 

10/29/85 

10/6/87 

76% 

157'/8 

104 

45 

Major  Realty 

7/9/82 

10/24/84 

4% 

9¥a 

123 

42 

Quantum 

1/29/87 

5/21/87 

54% 

60% 

11 

41 

Mattel 

4/3/84 

7/6/84 

8% 

9i/8 

9 

40 

Valmac* 

6/3/83 

1/16/85 

17 1/2 

30 

71 

39 

MacMillan* 

10/12/87 

11/3/88 

65  Vi 

90% 

38 

35 

Alexanders 

9/13/84 

11/19/86 

IVh 

40% 

82 

31 

Houghton  Mifflin 

1/20/89 

4/26/89 

35  Vi 

38 

7 

30 

McDennott 

6/24/85 

7/25/85 

24 

24'/2 

2 

27 

Bell  &  Howell* 

6/9/87 

5/17/88 

51 

64 

25 

27 

Georgia-Pac  Series  A 

3/29/85 

7/12/85 

35% 

37 

5 

20 

Universal  Health  Realty 

9/28/87 

10/11/88 

97/8 

11% 

20 

19 

Munford  * 

10/6/83 

4/17/85 

19  Va 

24% 

29 

18 

Castle  &  Cooke 

12/21/84 

1/29/86 

ll7/8 

14 

18 

16 

Munsingwear 

1/27/83 

8/8/86 

10'/4 

16% 

57 

14 

Foremost 

10/19/87 

2/25/88 

39% 

41% 

4 

11 

Georgia-Pac  Prefd 

8/10/84 

8/29/85 

33  ]A 

35% 

8 

8 

Champion  Parts 

12/29/80 

6/20/86 

4% 

6% 

54 

8 

Union  Carbide 

1/8/85 

5/8/85 

38 

38% 

1 

3 

Kaufman  &  Broad  Prefd 

11/1/84 

6/25/85 

78 

79Vi 

2 

3 

Blue  Bell* 

1/30/81 

11/17/83 

33% 

36  Va 

8 

3 

Church's* 

5/31/79 

3/4/88 

7% 

7% 

3 

0 

Trans  World  Prefd* 

4/13/81 

4/21/81 

7 

7 

0 

0 

Development  Corp* 

12/18/79 

12/24/86 

19% 

14*4 

-25 

-A 

Punta  Gorda  Prefd 

8/25/80 

12/10/81 

15  Va 

121/2 

-18 

-14 

Standard  Brands 

10/28/87 

9/14/88 

17 

14% 

-14 

-16 

Northwest  Energy* 

10/28/81 

11/9/82 

22  Vt 

18 

-19 

-18 

Punta  Gorda 

5/26/81 

10/17/85 

13% 

4% 

-67 

-22 

Allied-Signal 

3/6/86 

10/27/86 

50% 

40 'A 

-20 

-29 

LTV  Prefd 

6/29/84 

10/2/85 

52'/2 

33 '/s 

-37 

-31 

Amfac* 

10/23/81 

8/24/82 

26 

18% 

-28 

-32 

Fruehauf 

10/1/86 

1 1/25/86 

43% 

40% 

-6 

-33 

USX  Prefd 

7/25/85 

8/16/85 

133% 

129'/) 

-3 

-41 

Texaco 

2/14/84 

3/15/84 

39 

371/4 

-4 

-A3 

Marathon  Oil* 

12/30/81 

3/11/82 

84 

73 

-13 

-51 

Kentron  Intl* 

6/22/83 

3/1/85 

17!/4 

4% 

-75 

-56 

Entre  Comp " 

12/31/85 

12/31/86 

6% 

2  % 

-64 

-64 

People  Express  Prefd* 

6/24/86 

8/20/86 

5% 

41/2 

-16 

-68 

Allis-Chalmers 

6/12/81 

9/2/81 

27% 

17 

-39 

-89 

Prices  reflect  splits.     "Compam 

acquired. 
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PARADISE 


AN  ISLAND  PARADISE  that  offers  you 
.Zxtotal  relaxation  plus  the  thrill  of  dis- 
covery. Stroll  pristine  beaches.  Scuba  dive 
in  world  class  waters  and  reefs  renowned  for 
the  splendor  of  their  colors  and  tropical 
fish.  Or  snorkel  right  near  your  beach-side 
cottage.  Go  fishing  for  the  big  ones,  or  just 
relax  in  the  sun  by  the  pool.  On  Forbes  Maga- 
zine's Laucala  Island,  all  the  choices  are 
yours. 

BUT  JUST  FOR  A  FEW . . . 
Forbes  loves  its  private  Fiji  island,  and 
we  think  you  will,  too.  We've  put  out  the 
welcome  mat,  but  only  for  a  few  at  a  time. 
We  have  4  guest  cottages  so  we  can  take  only 
a  limited  number  of  people.  For  7  nights 
and  8  days  the  cost  is  $2150  per  person,  and 
that  includes  everything:  all  activities, 
meals,  drink,  lodging  and  a  round-trip  flight 
between  Laucala  and  Nadi  International 
Airport  (on  the  main  island).  It's  the  "in" 
place  to  go,  away  from  the  cold,  the  traffic, 
the  noise,  the  hassle.  Service  with  a  smile 
and  no  tipping. 

So  come  on  out.  Lose  yourself  in  a  South 
Pacific  dream,  the  way  you  knew  it  was 
meant  to  be. 


For  information  please  write: 
Errol  Ryland,  Manager 
Box  303,  Fort  Garland,  CO  81 133 
or  call:  719-379-3263 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


BOSTON  TW^S"    NEW  YORK  r,--.y* 


This  White  six-cylinder  model,  operated  by  the  Gray  Line  between  Boston  and  New 
York,  was  the  latest  word  in  intercity  bus  transportation  in  1929 


Sixty  years  ago  in  Forbes 

(From  the  issue  of  October  15,  1929) 
"Go  to  almost  any  part  of  the  earth, 
and  you  find  Rockefeller  money  be- 
neficently at  work.  The  Rockefeller 
family's  philanthropies  have  done 
more  than  any  other  single  develop- 
ment to  dispel  the  notion  that  all 
multimillionaires  must  necessarily 
be  selfish  mercenaries,  bent  only  on 
piling  their  fortunes  higher  and  high- 
er and  crushing  the  people  lower  and 
lower.  Quite  as  great  pains  are  being 
taken  to  distribute  worthily  the 
Rockefeller  millions  as  were  taken 
to  earn  them." 

"Edison's  first  commercial  lamps  sold 
for  $1.25  each,  equal  to  about  $2.37  at 
the  present  money  level.  The  house- 
hold today  buys  his  25-watt  electric 
lamp  for  20  cents;  prices  for  other 
sizes  running  in  proportion,  with  dis- 
counts for  quantity  purchases." 


First  practical  incandescent  lamp  (1879) 


"Looking  ahead,  one  cannot  view 
with  equanimity  what  may  happen 
when  the  year-end  demands  for  mon- 
ey have  to  be  met.  Prudence  suggests 
that — unless  trouble  comes  before 
then — it  will  be  well  to  have  cash  on 
hand  rather  than  debts  at  that  time." 

Fifty  years  ago 

(From  the  issue  of  October  1 5,  1939) 
"It  grows  clearer  every  day  that  the 
main  effect  of  the  outbreak  of  war  on 
business  was  to  awaken  industrial 
buyers  to  the  need  of  restocking 
shelves  and  warehouses,  which  in 
turn  blasted  the  business  ball  off  the 
dead  center  it  had  occupied  for  many 
months.  But  what  is  happening  in  do- 
mestic consumption  is  still  obscure, 
though  retail  sales  reports  are  dis- 
tinctly optimistic.  And  what  effect 
war  will  have  on  U.S.  exports — a  key 
to  the  wisdom  of  rebuilding  inven- 
tories which  business  economists  are 
watching  with  eagle  eyes — probably 
won't  be  known  until  the  year-end." 

"An  all-purpose  credit  card,  which 
certifies  the  bearer  as  a  good  cash- 
credit  risk  up  to  a  certain  amount,  is 
being  issued  by  many  finance  compa- 
nies to  businessmen  and  others  who 
are  likely  to  find  themselves  stranded 
for  funds  away  from  home." 

Twenty-five  years  ago 

(From  the  issue  of  October  15,  1964) 
"Amid  the  hoopla  of  the  New  York 
World's  Fair  last  month,  the  General 
Motors  of  the  floor  polishing  busi- 
ness, Johnson's  Wax,  introduced  a 
new  and  prospectively  world-shaking 
product — Bravo.  Johnson  touts  it  as 
the  most  significant  development  in 
floor    care    in    the    32    years    since 


Johnson  introduced  self-polishing 
floor  wax." 

"One  of  the  most  successful  Califor- 
nia banks  these  days  has  no  neighbor- 
hood branches  at  all.  This  is  the 
Union  Bank  of  Los  Angeles.  Instead  of 
opening  a  multitude  of  small 
branches  all  over  the  state,  it  operates 
from  six  full-sized  'regional  head  offi- 
ces' strategically  located  in  the  rich- 
est areas  around  Los  Angeles.  In  the 
process,  Union  Bank  (deposits  of  $1.1 
billion)  is  outperforming  five  spectac- 
ularly larger  rivals.  Just  since  1957  it 
has  jumped  from  68th  to  25th  among 
U.S.  banks — without  benefit  of  a  sin- 
gle merger." 

Ten  years  ago 

(From  the  issue  of  October  15,  1979) 
"What  if  the  Soviet  Union  should, 
like  the  U.S.  before  it,  cross  over  from 
a  net  exporter  to  net  importer  of  oil? 
Since  1977  the  U.S.  Central  Intelli- 
gence Agency  has  been  warning  of 
just  such  a  crossover  [which]  this 
year's  numbers.  .  .  reported  by  the  So- 
viets tend  to  confirm. .  .  . 

"The  heart  of  the  problem  is  the 
Soviet  Union's  enormous  production 
rate,  11.6  million  barrels  per  day  and 
headed  for  12  million  to  13  million. 
Producing  these  oceanic  amounts  de- 
pletes reservoirs  fast.  As  old  ones  de- 
cline, they  must  be  offset  with  new 
finds.  The  current  five-year  plan  calls 
for  a  'depletion  offset'  of  7.8  million 
bpd.  They  must  bring  in  new  produc- 
tion not  much  less  than  the  U.S.'  total 
annual  production  just  to  stay  even." 

"Unlike  any  other  Western  nation, 
the  French  have  learned  fast  to  live 
with  an  accelerating  nuclear  power 
program  that  should  catapult  the  nu- 
clear-generated percentage  of  electric- 
ity from  14%  now  to  60%  within  the 
next  six  years.  Comparable  [U.S.]  fig- 
ures: 12%  now,  25%  in  1985." 

"Whenever  you  see  a  lot  of  banks  all 
doing  the  same  thing,  it's  time  to  look 
out.  Consider  bank  credit  cards,  the 
industry's  fastest-growing  product. 
The  nation's  bankers,  the  same  peo- 
ple who  decided  reits  were  terrific 
credits  and  that  lending  hundreds  of 
millions  of  dollars  to  countries  like 
Zaire  and  Turkey  was  good  business, 
are  heading  full  speed  into  what  could 
be  yet  another  fiasco:  losses  on  bank 
credit  cards." 
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Money  is  human  happiness 
in  the  abstract:  he,  then, 
who  is  no  longer  capable  of 
enjoying  human  happiness  in 
the  concrete  devotes  himself 
utterly  to  money. 
Schopenhauer 


Few  rich  men  own  their  own 
property.  The  property  owns  them. 
Robert  Ingersoll 


It  requires  a  great  deal  of 
boldness  and  a  great  deal  of 
caution  to  make  a  great  fortune, 
and  when  you  have  got  it,  it 
requires  ten  times  as  much  wit 
to  keep  it. 
Ralph  Waldo  Emerson 


A  billion  dollars  here,  a 
billion  dollars  there,  and 
pretty  soon  you're  talking 
about  real  money. 
Everett  Dirksen 


Corporation:  An  ingenious  device 
for  obtaining  individual  profit 
without  individual  responsibility. 
Ambrose  Bierce 


There  is  nothing  like  a  ticker 
tape  except  a  woman — nothing 
that  promises,  hour  after  hour, 
day  after  day,  such  sudden 
developments;  nothing  that 
disappoints  so  often  or 
occasionally  fulfils  with 
such  unbelievable,  passionate 
magnificence. 
Walter  K.  Gutman 


When  a  man  is  trying  to  sell  you 
something,  don't  imagine  he  is 
that  polite  all  the  time. 
Ed  Howe 


The  most  valuable  of  human 
possessions,  next  to  a  superior 
and  disdainful  air,  is  the 
reputation  of  being  well-to-do. 
Nothing  else  so  neatly  cases 
one's  way  through  life,  especially 
in  democratic  countries. 
H.L.  Mencken 


Thoughts 

on  the  Business  of  Life 


A  nation's  economic  salvation 
does  not  lie  in  the  amount  of 
money  its  rich  inhabitants 
can  squander  recklessly.  A 
nation 's  economic  salvation 
lies  in  the  amount  of  money 
its  inlxibitants  can  save  and 
invest  after  providing  themselves 
u  ith  all  the  necessaries  and 
all  the  reasonable  comforts 
of  life 
B.C.  Forbes 


Speculation  is  the  romance  of 
trade,  and  casts  contempt  upon  all 
its  sober  realities.  It  renders  the 
stock-jobber  a  magician,  and  the 
exchange  a  region  of  enchantment. 
Washington  Irving 


I  don't  like  money  actually, 
but  it  quiets  my  nerves. 
Joe  Louis 


If  you  can  build  a  business 
up  big  enough,  it's  respectable. 
Will  Rogers 


It  is  better  to  live  rich 
than  to  die  rich. 
Samuel  Johnson 


Few  of  us  can  stand  prosperity. 
Another  man's,  I  mean. 
Mark  Twain 


More  than  6,000  "Thoughts,''  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $31.95  {$18. SO  per  vol- 
ume if  purchased  separately).  Also  avail 
able,  a  one-volume  edition  of  over  3,000 
"Thoughts  Price:  $18.50.  Send  check  and 
order  to  Forbes  Inc.,  60  Fifth  Ave..  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Making  a  lot  of  money 
is  all  right,  provided 
you  don't  have  to  pay 
too  much  for  it. 
Albert  Lasker 


I  finally  know  what 
distinguishes  man  from 
the  beasts:  financial  worries. 
Jules  Renard 


God  must  love  the  rich  or 
he  wouldn't  divide  so  much 
among  so  few  of  them. 
H.L.  Mencken 


There  are  few  ways  in 
which  a  man  can  be  more 
innocently  employed  than  in 
getting  money. 
Samuel  Johnson 


A  Text . . . 

Peace  I  leave  with  you, 
my  peace  I  give  unto 
you:  not  as  the  world 
giveth,  give  I  unto  you. 
Let  not  your  heart  be 
troubled,  neither  let 
it  be  afraid. 
John  14:27 


Sent  in  by  Diane  Nielson  Weilenmann, 
Salt  Lake  City,  Utah.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  presented  to  senders 
of  texts  used. 


In  democracies,  nothing  is  more 
great  or  more  brilliant  than 
commerce:  It  attracts  the  attention 
of  the  public  and  fills  the 
imagination  of  the  multitude;  all 
energetic  passions  are  directed 
towards  it. 
Alexis  de  Tocqueville 


Men  make  counterfeit  money; 
in  many  more  cases,  money 
makes  counterfeit  men. 
Sydney  J.  Harris 
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Culver I 


Edward  G.  Robin 
son  (t.)  portraying 
founder  Paul  fu/iii 
Reuter  (b.) 


Politicians  propose,  markets  dispose 

In  the  early  1980s,  with  most  of  Western 
Europe  in  mild  recession,  French  Presi- 
dent Francois  Mitterrand  tried  to  reflate 
France's  economy.  Hardly  had  his  propos- 
als been  uttered  when  the  franc  collapsed. 
To  save  it,  Mitterrand  was  obliged  to  scrap 
most  of  his  reflationary  package. 

Thanks  to  advances  in  global  telecom- 
munications, the  world's  financial  mar- 
kets now  have  what  amounts  to  veto  power 
over  politicians'  programs.  At  the  center  of 
this  technological  advance  is  $6-billion- 
plus  (market  capitalization)  Reuters  Hold- 
ing Pic,  the  British  news  agency  founded  in 
1851  by  Paul  Julius  Reuter.  Whereas  Reu- 
ter (played  in  1941  by  Edward  G.  Robinson 
in  A  Dispatch  from  Reuters)  used  homing 
pigeons  to  transmit  information,  the  mod- 
ern Reuters  uses  computers  and  graphics, 
fiber-optic  and  satellite  transmission,  arti- 
ficial intelligence  software.  Its  170,000- 
plus  terminals  form  a  vibrant  nervous  sys- 
tem that  quickly  tells  politicians  when 
their  policies  are  getting  out  of  line. 

Europe  Bureau  Manager  John  Marcom 
was  especially  impressed  by  Reuters  Man- 
aging Director  Glen  Renfrew.  Renfrew  was  a  young  Reuter 
correspondent  in  Singapore,  South  Africa,  the  U.S.  and  Belgium 
he's  still  getting  out  the  news,  but  on  a  far  vaster  canvas.  "In 
thinly  veiled  reference  to  his  diversified  rivals  who  have  com' 
and  gone,"  says  Marcom,  "Renfrew  told  me,  'To  succeed  in  an 
business,  you  have  to  concentrate.'  "  Story  starts  on  page  143. 

Does  the  SEC  control  Wall  Street  cafeterias? 

Readers  who  saved  $19.95  by  not  buying  Tlie  Hud  of  Nature  (se> 
"Hi  there,  Bambi,"  Oct  lb)  may  wish  to  buy  Michael  Lewis 
hilarious  Liar's  Poker  (W.W.  Norton,  $18.95).  It's  a  witty  insider' 
account  of  goings-on  on  Salomon  Brothers'  trading  floor;  as  Jo 
Queenan  reports,  even  Salomon  is  responding  with  good  humo 
(see  Informer,  />  14).  In  one  chapter,  the  partners  dupe  a  younj 
trader  into  thinking  the  sec  is  after  him  for  stealing  food  fron 
the  cafeteria.  Says  Lewis  over  tea  in  London:  "It's  a  funny  scene 
but  it  does  kind  of  make  you  wonder  how  much  Wall  Streeter 
know  about  the  securities  laws  they're  supposed  to  obey."  Ai 
entertaining  read  about  an  important  economic  activity. 

Thank  you,  Acer,  Inc.  judges 

Our  new  Computers/Communications  section,  one  year  ol( 
last  month,  has  been  paid  a  great  compliment.  In  the  busines 
publications  category  of  the  first  Excellence  in  Technology 
Communications  awards,  five  of  our  articles  are  among  the  tei 
finalists.  The  articles — by  David  Churbuck,  Kathleen  Wiegne: 
and  John  Heins,  Gary  Slutsker,  George  Gilder  and  Williarr 
Baldwin — are  all  from  Computers/Communications,  which  As 
sistant  Managing  Editor  Bill  Baldwin  has  shepherded,  wit! 
obvious  skill,  from  its  inception.  The  contest  is  sponsored  b) 
personal  computer  manufacturer  Acer,  Inc.  and  the  Compute 
Museum  of  Boston. 
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The  Latest  Roman  Masterpiece 


Suriss  Made  Timepieces  From  $250  to  $750  •  Water  Resistant  to  5 ATM  (165ft)  •  Quartz 

ABRAHAM  &  STRAUS  •  B.  ALTMAN  •  BARCLAY  •  BELK  •  BLOOMINGDALE'S  •  THE  BON  •  BULLOCK'S  •  CARSON  PIRtE  SCOTT  •  CASTNER  KNOTT  •  DAYTON'S  • 
DILLARD'S  •  EMPORIUM  CAPWELL  •  FENDI  BOUTIQUES  •  FILENE'S  •  FOLEY'S  •  G  FOX  •  HECHT'S  •  HESS'S  DEPARTMENT  STORE  •  THE  HK3BEE  CO  •  HUDSON'S 
'  I  MAGNIN  •  JOHN  WANAMAKER  •  JORDAN  MARSH  •  KAUFMAN'S  •  LIBERTY  HOUSE  •  UTTMAN  •  LORD  &  TAYLOR  •  LS.  AYRES  •  MAAS  BROTHERS  •  MACY'S  • 
MAISON  BLANCHE  •  MARSHALL  FIELD'S  •  MAY  D&F  •  MEIER  &  FRANK  •  NORDSTOM  •  RICH'S  •  STRAWBRIDGE  &  CLOTHIER  •  THALHIMER  •  WOODWARD  &  LOTHROP 

•  ULTIMA  BRANDS  USA  INC  1989 


Follow-Through 


Edited  by  Kerry  Hannon 


Cold 

nor  easter 

Sept.  7,  19X7 


Tlhe  Bank  of  Boston  was  forced  to 
own  up  to  big  losses  on  real  estate 
loans  earlier  this  month.  At  the  same 
time,  Bank  of  New  England  said  that 
regulators  are  concerned  about  the 
bank's  exposure  in  New  England  real 
estate  loans.  Forbes  readers  should 
have  seen  this  coming.  Two  years  ago 
we  wrote  that  New  England  banks 
could  soon  suffer  from  their  overzeal- 
ous  lending  in  the  Northeast's  red-hot 
real  estate  market.  We  pointed  out 
that  many  smaller  banks  had  an  in- 
creasing number  of  problem  real  es- 
tate loans,  and  said  that  for  the  re- 
gion's bigger  banks  the  day  of  reckon- 
ing would  come.  Karl  Case,  a  visiting 
scholar  at  the  Federal  Reserve  Bank  of 
Boston,  told  us  back  then:  "This 
boom  tops  everything,  even  Florida  in 
the  1920s.  I  can't  understand  why 
people  aren't  worried  about  the  large 
amounts  of  mortgage  credit  going  out 
in  the  Northeast." 
Prescient  fellow. 


Some  victory 

Aug  7,  1989 


in  very  costly  junk  bonds  and  pre- 
ferred stock. 

Harcourt  had  been  a  Wall  Street 
darling  ever  since  it  eluded  British 
press  baron  Robert  Maxwell  two  years 
ago  by  paying  a  $40-a-share  cash  divi- 
dend and  taking  on  heavy  debt.  One 
year  later,  when  Harcourt  was  forced 
by  banks  to  restructure  a  giant  portion 
of  that  debt,  gullible  investors  wel- 
comed the  news  with  a  fresh  wave  of 
buy  orders.  Then  this  summer,  when 
Harcourt  announced  that  its  Sea 
World  theme  parks  were  for  sale,  Wall 
Street  analysts  tripped  over  each  oth- 
er to  be  the  first  to  recommend  the 
stock.  The  analysts  trumpeted  claims 
that  the  parks — which  feature  Shamu 
the  performing  killer  whale  and  other 
littoral  marvels — would  fetch  as 
much  as  $1.7  billion.  The  stock  ran  to 
a  high  of  $18.63. 

But  Forbes  reasoned  that  even  if 
Harcourt  sold  the  parks,  it  wouldn't 
get  enough  to  do  much  good.  Now  at 
last,  the  company  has  confirmed  our 
fears.  On  Sept.  28  hbj  made  the  em- 
barrassing announcement  that  it  was 
selling  the  parks  to  Anheuser-Busch, 
but  for  only  $1.1  billion.  The  stock 
sank  like  a  boulder.  It  was  last  sighted 
at  $9  a  share,  descending  at  a  rather 
brisk  pace. — Stuart  Flack 


The  plot 
thickens 

M,i\   /5    1989 
Kenned)  Puller 


A  tew  months  back,  Forbes  seemed 
.like  a  voice  in  the  wind  warning 
that  debt-ridden  Harcourt  Brace  Jo- 
vanovich,  a  bedraggled  rump  of  a  com- 
pany that  was  groaning  under  a  debt 
load  (it  $.*  billion,  was  in  for  more 
trouble.  We  warned  readers  that  Har- 
court's  cash  flow  was  simply  too  mca- 
.  cover  its  $340-milhon-a-year 
interest  bill.  Any  money  the  company 
IBSet  sales  would  first 
to  ;  t)  off  its  cheapest  debt,  the 
Harcourt  would  then  be 
ig  beneath  nearly  $2  billion 


It  was  an  invitation  for  abuse. 
That's  how  we  characterized  the 
Department  of  Housing  ck  Urban  De- 
velopment's privatization  program 
for  multifamily  housing.  Mortgage 
brokers  who  had  been  deputized  to 
approve  government-backed  mort- 
gages were  making  a  killing.  Their 
fees  were  high,  capital  requirements 
low  and  the  Federal  Housing  Admin- 
istration supervision  was  almost  nil. 
We  predicted  that  the  government 
might  have  to  shell  out  $1  billion  to 
pay  for  losses  on  the  privatization 
program. 

It  could  be  worse  than  we  thought. 
In  late  September,  nup  disclosed  that 
an  audit  put  the  actual  loss  so  far  at 


about  $960  million.  The  primary 
cause,  the  auditors  said,  was  misman- 
agement of  the  program,  which  was 
suspended  soon  after  our  story  ran. 
Most  of  the  losses  uncovered  so  far 
stem  from  the  $3.4  billion  of  loans 
made  before  the  end  of  1986.  Nearly 
$6  billion  more  was  guaranteed  by  the 
deputies  between  1987  and  1989,  and 
defaults  typically  don't  surface  for  at 
least  two  years. 

Moreover,  the  $960  million  loss  on 
the  privatization  program  is  just  a  por- 
tion of  a  far  larger  $4.2  billion  loss  last 
year  for  fha  funds  overall. 

Some  good  news  amid  the  rubble: 
Housing  &  Urban  Development  Sec- 
retary Jack  Kemp  is  now  putting 
together  reforms  that  would  correct 
some  of  the  glaring  shortcomings 
in  the  original  privatization  pro- 
gram.— Matthew  Schifrin 


Surprise 
attack 

June  26,  1989 
diaries  Dill, 
Uarsliall  Buller 


No  one  was  more  surprised  than 
Forbes  to  learn  that  New  York 
City-based  capacitor  maker  avx  Corp. 
was  selling  out  to  a  Japanese  rival. 
When  we  profiled  avx  in  June,  Chair- 
man Marshall  Butler  outlined  his  ag- 
gressive operating  strategy,  which 
was  aimed  primarily  at  defeating  the 
Japanese.  When  Japanese  competitors 
tried  to  move  into  avx'  capacitor  terri- 
tory a  few  years  ago,  Butler  cut  prices 
by  as  much  as  20% .  Said  he,  "We  were 
not  going  to  let  the  Japanese  walk  all 
over  us." 

In  a  deal  that  was  announced  late 
last  month,  avx  agreed  to  be  ac- 
quired for  $561  million  by  Kyocera 
Corp.,  one  of  Japan's  top  ceramic  ca- 
pacitor makers.  It  is  easy  to  see  what 
attracted  Kyocera.  As  we  said  early 
this  summer,  avx  (1988  revenues, 
$408  million)  had  a  record  of  smart 
capital  spending,  low  labor  costs  and 
some  unique  technology.  Butler  told 
us  that  he  wanted  avx  to  oust  Mur- 
ata  Manufacturing  Co.,  the  world's 
leading  ceramic  capacitor  maker 
with  $1.8  billion  in  annual  revenues, 
from  the  top  spot. 

Now  that  avx  has  teamed  with 
Kyocera,  Murata  Manufacturing  had 
better  watch  its  flanks.  And  we'd  bet- 
ter raise  an  eyebrow  the  next  time  an 
executive  vows  to  beat  the  Japanese. 


FORBES,  OCTOBER  30,  1989 

■ 


Its  impressing 
some  very  1 

important  people. 
Its  owners. 


or  1990  Ninety-Eight  Regency™ 
ougham  is  a  rare  combination  of 
'lid  performance  and  personal 
xury 

Its  standard  engine  is  the 
)werful  3800  V6,  with  sequential 
)it  fuel  injectioa  Its  remarkable 
ie  is  due  in  part  to  four-wheel 
dependent  suspension  and  auto- 
atic  load  leveling. 


The  Ninety-Eight's  large  and 
luxurious  interior  is  quite  impres- 
sive, and  luxury  features  that  are 
optional  on  some  other  cars  are 
standard  on  this  one.  Such  im- 
pressive items  as  big,  luxurious, 
power-adjusted  seats,  electronic  air 
conditioning,  power  windows  and 
locks,  and  seek-scan  stereo/cassette. 

If  all  that  isn't  impressive 
enough,  consider  this:  we've  also 
added  a  3-year/50,000  mile 


Bumper-to-Bumper  Plus  warranty 
See  your  Oldsmobile®  dealer  for 
terms  of  this  limited  warranty 

Visit  your  Olds  dealer  for  a  test 
drive.  Or  call  for  a  catalog  at 
1-800-242-OLDS,  Monday  through 
Friday  9  am  to  7  p.m.  EST. 

You'll  be  impressed,  too. 

Ill  The  New  Generation  of 

ffl  OLDSMOBILE 
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He's  waiting  for  Flight  47. 

He  doesn't  know  a  soul  on  board. 

Roger  Ward  is  there  to  meet 

the  engines,  a  pair  of 

PW4000s. 

They're  the  most  advanced 

commercial  jets  in  the 

world,  so  well  engineered 

they  have  half  the  usual 

number  of  parts. 

So  far  they're  performing 

with  flying  colors,  but 

they're  still  brand-new 

on  the  job. 

So,  just  to  make  sure  his 

newest  engines  do  him  proud, 

Roger  and  his  service  team 

meet  every  single  flight 

they  take. 

Roger  Ward  is  one  of  the 

most  dedicated  people  who 

work  for  Pan  Am. 

And  we're  proud  to  say 

his  paycheck  comes  from 

Pratt  &  Whitney. 

Our  Pratt  &  Whitney  division 
is  a  leading  company  in  the 
aerospace  industry. 


R3  UNITED 

IZJ  TECHNOLOGIES 

Automotive  •  Building  •  Aerospace 
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There  goes  the  bonus 


Lawrence  Barno 


Salomon  s  Glitfreund 
He  was  just  joking. 


One  of  the  season's  best  financial 
books  is  the  just-published  Liar's  Poker 
(WW.  Norton,  $18.95),  an  insider's 
hilarious  (and  often  acute)  account  of 
how  mighty  Salomon  Brothers'  bond 
business  works.  Written  by  28-year- 
old  Michael  Lewis,  who  did  very  well 
for  himself  as  a  freshman  bond  sales- 
man for  Salomon  from  1985  to  1988, 
the  book  depicts  the  firm's  bond  de- 
partment as  a  kind  of  financial  Ani- 
mal House. 

The  book  takes  its  title  from  an 
incident  in  which  Salomon  Chairman 
[ohn  Gutfreund  supposedly  dared 
bond  trader  and  Salomon  board  mem- 
ber John  Meriwether  to  play  liar's  pok- 
er— a  bluffer's  game  in  which  players 
bet  on  the  combinations  of  serial  num- 
bers on  dollar  bills — for  a  cool  $1  mil- 
lion. As  Lewis  tells  it,  Meriwether  saw 
this  as  a  no-win  situation:  It's  nice  to 
win  a  million  bucks,  but  not  a  good 
idea  to  win  it  from  your  boss.  On  the 
third  hand,  how  can  a  macho  bond 
trader  refuse  his  boss'  challenge?  So 
Meriwether  faced  down  Gutfreund  by 
insisting  that  they  play  for  "real  mon- 
ey"— S10  million.  Gutfreund  walked 
away.  (Salomon  Brothers  denies  the 
incident  took  place,  Lewis  says  his 
source  was  Meriwether  himself,  who 
is  now  a  vice  chairman  of  Salomon.) 

Salomon  Brothers'  long-awaited  re- 
action to  Lewis'  volume  came  on  Oct. 
1.  At  the  regular  Monday  morning 
sales  meeting  beamed  to  Solly's  staff 
worldwide  teleconferencing 

n  from  New  York  City,  Gut- 
ad  and  Bill  Mcintosh,  head  of 
sales  and  fading  at  the  firm,  began 


14 


playing  liar's  poker,  this  time  for  $1 
billion.  When  Mcintosh  bluffed,  Gut- 
freund called  him. 

"Oh  well,  I  lose,"  said  Mcintosh. 
"Take  it  out  of  my  next  bonus." 

Mcintosh  then  talked  about  the 
book  for  five  minutes  amidst  contin- 
ued tittering.  The  liar's  poker  inci- 
dent, he  explained,  was  obviously  a 
joke  that  the  impressionable  young 
Lewis — who  had,  after  all,  spent  most 
of  his  Salomon  stint  in  the  London 
office — had  somehow  managed  to 
misconstrue. 

Mcintosh    purportedly    was    more 
than  gracious  about  Lewis'  literary  ef- 
forts, saying  that  the  book  was  quite 
amusing  in  depicting  the  lighter  side 
of  life  at  Salomon  Brothers.  But  he  did 
deplore  the  overwhelming  impression 
that    Salomon    customers    "get 
their  faces  ripped  off.  And  we  all 
know  that  that  is  not  true."  What 
next?  After  an  ambitious  publici- 
ty tour  for  the  book,  Lewis  is  off 
to    Japan,     to    write    his    first 
novel. — Joe  Queenan 

From  busto  to  IPO 

How  hot  is  the  stock  market?  Hot 
enough  to  support  a  gutsy  new  issue 
from  Cable  Applications,  Inc.,  a  tele- 
communications and  temporary  per- 
sonnel concern  in  Garden  City,  N.Y. 
What's  so  nervy  about  the  S3  million 
common  stock  and  warrants  deal? 
The  company  is  in  Chapter  11,  and 
has  been  since  1985.  Going  straight 
from  bankruptcy  protection  to  a  pub- 
lic offering  may  be  a  first  on  Wall 
Street,  but  no  matter:  The  company's 
reception  among  investors  has  been 

Midi  i.  iu. -tulis 


surprisingly  warm.  According  to  Ne\ 
York  City's  R.H.  Damon  &.  Co.,  man 
ager  of  the  offering,  the  $5-per-uni 
deal  is  already  oversubscribed. 

The  offering  statement  shows  Ca 
ble  Applications  with  a  $1.6  millioi 
profit  on  $17  million  in  sales  for  th 
year  ended  Mar.  31 — up  160%  fron 
the  previous  year.  So,  bankruptcy  o 
no,  now  is  as  good  a  time  as  any  to  g 
public.  What  pushed  the  concern  int<| 
Chapter  11  in  the  first  place  was 
little  matter  of  $1.3  million  that  foi: 
mer  managers  expropriated  and  usei 
for  "other  than  business  reasons. 
What  is  it  they  say  about  bull  market 
and  geniuses? — Gretchen  Morgenson 

And  still  they  bring  it  in 


John,  Ringo,  Paul  and  George 
Settling  up  big. 


I'ln  ti  trepan 


The  surviving  members  of  the  Beat 
ties,  George,  Paul  and  Ringo,  and  Beai 
tie  widow  Yoko  Ono  may  be  about  ti 
hit  the  jackpot  yet  again.  Word  is 
their  ten-year  lawsuit  against  Capito' 
Records  and  emi  Records,  Ltd.  (U.K. 
will  be  settled  any  day.  The  $80  mil 
lion  suit  alleges  that  Capitol  and  em 
(owned  by  emi  Music  Worldwide 
committed  royalties  fraud  and  under 
reported  record  sales  during  the  lat 
1960s  and  mid-1970s,  the  height  o 
Beatlemania.  Capitol  is  accused  o 
scrapping  millions  of  Beatles  record 
as  defective  or  unsalable,  then  sellin 
the  platters  on  the  sly.  In  a  relate« 
suit,  Nike's  use  of  the  Beatles'  "Revo 
lution"  in  its  ads  is  being  contested 
the  Beatles  claim  Capitol  had  no  ngh 
to  sell  Nike  the  song.  Sources  sa' 
Yoko  et  al.  stand  to  win  possibly  thi 
largest  settlement  in  the  history  o 
the  music  business. — Peter  Newcomb 

Playing  Tootsie 

Tootsie  Roll  Industries,  the  dentists 
friend,  has  not  exactly  endeared  itsel 
to  the  sugar  lobby.  Tootsie  is  nov 
fighting  in  Washington  to  keep  it 
own  sweet  deal  on  imported  sugar. 


For  several  years  Tootsie  was  al- 
lowed to  sidestep  the  country's  ex- 
pensive and  protectionist  quotas  on 
imported  sugar  by  shipping  cheap  raw 
sugar  from  the  Caribbean  to  the  Lake 
Calumet  Foreign  Trade  Zone  in  Chi- 
cago. Tootsie  concocted  a  syrup  there 
that  was  imported  quota-free  into 
Chicago,  where  the  chewy  logs  are 
made.  In  today's  prices,  that  saved 
$129  million  (sales)  Toostie  Roll 
around  $4  million  a  year.  But  a  new 
tariff  schedule  effective  this  year 
knocked  out  the  trade  zone  gambit. 

So  Tootsie  lobbyists  rallied  con- 
gressional friends  to  the  cause.  A  mea- 
sure retaining  the  earlier  trade  zone 
provision  got  through  a  House  com- 
mittee as  a  tag-on  to  the  massive  rec- 
onciliation bill  now  in  the  works.  But 
the  Senate  version  doesn't  include  the 
Tootsie  Roll  amendment,  and  the 
powerful  domestic  sugar  lobby  likes  it 
that  way.  Tootsie  uses  20,000  tons  of 
sugar  a  year,  versus  total  U.S.  con- 
sumption of  14  million  tons.  "Not  a 
great  amount,"  admits  David  Carter, 
)  president  of  the  U.S.  Beet  Sugar  Asso- 
ciation, "but  this  is  a  matter  of  princi- 
ple." Aren't  all  special  interests? 

Urkiddingco 

.Odd  little  ipo  number  two:  A  Fort 

Worth,  Tex.  company  named  Urcarco 

.has  filed  to  go  public  through  Alex. 

Brown  &  Sons  this  fall.  Aptly  named 

Urcarco  is  a  chain  of  used  car  lots. 

■With  shares  priced  between  $9  and 

,$11,  the  deal  could  raise  up  to  $33 

million,  which  will  be  used  to  repay 

:  debt,  buy  cars  and  start  new  lots. 

Though    barely    road    tested,    28- 
month-old  Urcarco  has  grown  explo- 
■  sively.  In  the  year  ended  June  30,  net 
j  sales  were  $26  million,  up  500%  since 
;  the  company's  iirst  three  months  of 
|  operations.  Earnings  were  up  366%, 
j  to  28  cents  per  share.  The  industry's 
I  view  is  that  the  used  car  business  is 
j  supposed  to  be  less  vulnerable  to  hard 
times  than  the  new  car  market.  There 
.is,  however,  a  deadbeat  risk.  Urcarco 
|  finances  customer  purchases  at  rates 
up  to  27%,  with  down  payments  as 
!  low  as  10% .  And  the  company  recent- 
ly dropped  a  requirement  that  all  pur- 
chasers take  full  collision  insurance, 
;  meaning  the  company  has  to  eat  the 
cost  if  a  buyer  wrecks  his  car  and 
i  defaults  on  the  loan. 
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More  Connections 
Throughout  Southern  Africa— 


. .  •  Compliments  of  SAIL 

It's  a  compliment  to  the  international  traveller  when  an 
airline  goes  out  of  its  way  to  make  things  a  lot  easier. 

So  SAA  offers  all  travellers  the  widest  choice  of 
connections  and  services  throughout  Southern  Africa. 

And  if  you  fly  Blue  Diamond  (first)  Class  service  roundtrip 
from  any  of  our  8  European  gateways,  we  will  give  you  a 
complimentary  ticket  on  the  fabulous  Blue  Train.  Or  fly  Gold 
(business)  Class  and  you  can  take  in  a  famous  game  reserve 
compliments  of  SAA. 

No  wonder  more  US  passengers  fly  home  with  us  than 
with  all  other  airlines  combined. 

For  more  information  on  our  free  offers  contact 
your  travel  agent  or  call  1-800-722-9675.  In  NYC 
(212)826-0995. 


A» 


SOUTH  AFRICAN  AIRWAYS 

Connections  to:  BLOEMFONTEIN  •  CAPE  TOWN  •  DURBAN  •  EAST  LONDON 

•  GABORONE  •  HARARE  •  JOHANNESBURG  •  KIMBERLEY  •  LILONGWE 
•  LUSAKA  •  MAPUTO  •  MASERU  •  MBABANE  •  PORT  ELIZABETH  •  WINDHOEK 
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L.L.Bean- 


(  ♦  SKIING  ♦   ) 


FREE 
Christmas  Catalog 

Features  active  and  casual  wear  for  men 
and  women  who  enjoy  the  outdoors. 
Winter  sports  equipment,  luggage  and 
furnishings  for  home  or  camp.  Practical 
and  functional  gift  ideas.  All  fully 
guaranteed  to  give  100%  satisfaction. 
Our  77th  year  of  providing  dependable 
mail  order  service.  We  pay  all  regular 
postage  and  handling  charges  and 
offer  toll-free  telephone  services. 

□  Send  FREE  Christmas  Catalog 

Name 

Address 

City 

State Zip 

L.  1 .  Bean.  Inc..  3663  Casco  St..  Freeport,  ME  04033 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine 

New  Subscription.  To  order  Forbes,  till  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$48  □  3  years  $96  (the  equivalent  of 
one  yi  .ii  free|  Canadian  orders  i  yeai 
$77C,  3  years  $172C.  Orders  for  other 
countries  add  $57  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 

LABEL  OR  WRITE 

SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name        (please  print) 


New  Addiess 


ip 


hange 


Readers  Say 


Rightly  rich 

Sir:  My  gut  is  still  churning  over  the 
irrational  views  in  your  issue  on  the 
world's  highest  paid  entertainers  (Oct. 
2).  I  represent  U2,  Jack  Nicholson  and 
Keith  Richards.  I  don't  understand  a 
publication  that  draws  the  line  at  be- 
ing a  concerned  citizen  if  you're 
wealthy.  I  find  the  questions  raised  by 
U2  and  Springsteen  through  their  art- 
istry moving  and  admirable. 

On  the  matter  of  Mr.  Nicholson 
asking  for  photo  and  quote  approval, 
Forbes  should  be  aware  that  some 
respectable  publications  have  taken 
quotes  out  of  context  and  like  to  use 
seemingly  embarrassing  photographs 
for  no  valid  purpose.  You  shouldn't 
assume   that   everyone   is   aware   of 
Forbes.  I  know  educated,  intelligent 
performers  who  wouldn't  be  found 
dead   reading  a   business   magazine. 
Ciao  for  now. 
— Paul  Wasserman 
MaboneyWassernian  &  .Associates 
BeverfyHills,  Calif. 

Sir:  Why  wasn't  your  own  Chairman 
Malcolm  included  in  your  list  of  the 
world's  highest  paid  entertainers? 
— II.B.  Brandon 

( larksdale,  Miss 


Sales  commitment 

Sir:  Your  article  on  the  demise  of  Cui- 
sinarts  missed  the  point  ("Diced  and 
sliced,"  Oct  2).  Consumers  never 
needed  to  spend  $275  for  a  Cuisinart. 
Lower-priced  machines  have  been 
around  since  the  beginning. 

What  the  new  ownership  failed  to 
realize  is  that,  at  $275,  a  Cuisinart 
food  processor  is  hardly  an  impulse 
purchase.  The  sale  was  made  in  the 
past  with  a  major  commitment  to 
consumer  education  (demonstration, 
newsletters,  etc.)  and  followed  up 
with  a  long-term  warranty,  an  800 
consumer  advice  number  and  a  strong 
repair  and  replacement  program. 
—William  I'  McQuinn 
Former  Chief  Operating  Officer  of 

Cuisinarts,  hu 
old  Greenwich,  Conn 


Shelve  the  cabinet  idea 

Sir:   Re  your  interview  with  James 
Cooper  (Fact  and  Comment,  Oct  2).  For 

the  record,  Mr.  Cooper  had  it  wrong 


when  he  thought  I  had  "called  upon- 
President  Bush  to  create  a  cabinet- 
level  position  for  the  arts."  My  pro- 
posal was  the  establishment  of  a  Na- 
tional Commission  on  the  Arts  to 
consider  current  issues  and  recom- 
mend a  comprehensive  arts  agenda.  I 
am  not  at  all  sure  that  a  cabinet-level; 
position  would  be  necessary  or  even 
helpful. 

— Arthur  Schlesinger  Jr. 
New  York,  NY. 


Forsake  the  art 


Sir:  Apart  from  the  fact  that  the  cover 
illustration  (Sept.  18)  is  not  exactly  a! 
work  of  art,  I  feel  that  this  expression^ 
of  horror  might  be  warranted  if  thej 
subject  were  murder  or  terrorism,  but 
it  certainly  doesn't  fit  the  subject. 
—A'.  T.  Lend! 
New  York,  NY 

Sir:  It  looks  more  like  a  kindergarten 
drawing  by  kids. 
— Jean  McCarthy 
Montvale,  N.J, 


Sir:  Your  cover  scared  the  daylights  i 
out  of  my  5-year-old  daughter! 
— Stanley  Adam  Wirpsza 
Ocean  City,  N.J. 


Sir:  Showcasing  this  "art"  is  an  insult  I 

to  every  woman  who  wears  cosmetics  li 

and  to  every  man  who  appreciates.:! 

their  effect. 

— Anne  Moroner 

North  Andorer.  Mass 

Sir:  I  LOVED  the  cover! 
— Barbara  Wiskow 
Da/las.  Tex 


Sole  brother  no  more 

Sir:  Your  article  about  Timberland 
was  inaccurate  ("Sidney  Swartz'  dolce 
vita,"////)'  10).  The  thrust  that  I  was  a 
country  bumpkin  discovered  by  Giu- 
seppe Veronesi,  and  that  under  his 
tutelage  Timberland  became  success- 
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ful,  is  the  tail  wagging  the  dog.  We 
advertised  in  upscale  magazines  as 
early  as  1974  and  shipped  our  product 
to  the  best  department  stores 
throughout  the  1970s. 

You  also  imply  that  the  relation- 
ship between  my  brother  and  me 
soured  because  I  did  not  get  full  value 
for  my  half  of  the  company  when  I 
sold  out  to  him.  This  is  not  so.  The 
relationship  started  to  unravel  when 
my  brother  and  his  lawyer  started  ne- 
gotiations to  sell  the  company  to  Ree- 
bok without  my  knowledge. 

The  last  inaccuracy  is  the  caption 
under  our  picture,  "Now  hoping  for  a 
1  reconciliation." 
— Herman  Swartz 
Boston,  Mass. 


Eau  de  battlefield 

Sir:  Re  Jacques  Cousteau  on  body 
scent  versus  perfume  (Fact  and  Com- 
ment, Oct.  2).  Recall  that  Napoleon 
Bonaparte,  the  not-so-crazy  Corsican, 
admonished  Josephine  to  refrain  from 
ablutions  for  three  days  prior  to  his 
returns  from  the  battlefield. 
— Brooks  Conrad 
Stuart,  Fla 


Living  in  the  U.S.A. 

Sir:  The  article  "How  to  stay  out  of 
trouble"  (Oct.  2)  on  the  difference  be- 
tween fudging  and  tax  evasion  does 

'discredit  to  your  magazine.  It  is  an 
exquisite  privilege  to  be  a  citizen  of 
this  country.  That  privilege  carries 
obligations,  one  of  which  is  to  pay 
taxes  fairly. 

My  returns  and  those  of  my  father, 
dating  back  to  1913,  show  not  a  single 

'instance  of  underpayment.  I  suspect 
millions  can  make  the  same  state- 
ment. It  is  that  philosophy  which 

'should  have  colored  your  article. 
— William  B.  Klee 

' Hilton  Head  Is/and,  S.C. 


Brailled  menus 

;Sir:  You  mentioned  The  Lighthouse, 
'The  New  York  Association  for  the 
Blind,  will  braille  restaurant  menus 
'Fact  and  Comment,  Sept.  18).  Unf  ortu- 
aately,  the  price  noted  was  incorrect. 
We  will  braille  a  menu  for  $3  per 
brailled  page  for  the  first  copy,  30 
cents  a  page  for  each  additional  copy. 
—Norman  Katz 
director  of  Communications 
The  Lighthouse 
Vew  York,  N.Y. 
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Our  Second  Gourse  Is 
LoadedWithBearTraps. 


*it'salso  loaded  with  all  the  other  fun  challenges  you'd  expect  out  of  a  JackNicklaus- 

designed  golf  course.  Landfall.  It's  the  only  private  golf  club  community  in  America 

with  both  a  Nicklaus  and  a  Pete  Dye  golf  course.  And  if  you  love  golf,  it's  the  only 

place  for  you.  Call  1-800-227-8208  or  1-800-634-7857  or  send  in  the  coupon  today. 


I'd  like  to  know  more  about  living  at  Landfall. 


FOB 


Name 


Address 


City 


State 


Zip 


Phone  Work 

Mail  to:  Post  Office  Box  5368,  Hanover  Station,  Wilmington,  NC  28403 


jwfairs 


^*^The  Golden  Bear  logo  is  a  registered  trademark  of  Golden  Bear  International,  Inc 

^^JObtain  the  Property  Report  required  by  federal  law  and  read  it  before  signing  anything  No  federal  agency  has  judged  the  merits  or  value,  if  any.  of  this 

S&SBS  property.  This  advertisement  is  not  an  offering  to  residents  of  New  York  or  New  Jersey  or  to  the  residents  of  any  other  state  where  prohibited  by  law 


Our  performance 
speaks  for  itself. 


Twentieth  Century  Growth  Investors  Fund 


Average  Annual  Total  Return  as  of  June  30, 1989 

20.2*  19.9*  20.7  24.5' 


lYear 


5  Years 


10  Years 


15  Years 


Call  toll-free: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment  return 
and  principal  value  will  fluctuate  and  redemption  value  may 
be  more  or  less  than  original  cost.  For  complete  information 
about  Twentieth  Century,  including  charges  and  expenses, 
call  toll-free  for  an  information  kit  and  prospectus. 
Please  read  the  prospectus  carefully  before  investing. 


•  1989  Twentieth  C.ntur 


P.  O.  Box  419200,  Kansas  City,  MO  64141-6200 


No -Load  Mutual  Funds 
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At  Georgia'Pacific,  * 

if  the  fish  arerit  biting,  we  change  the  bait. 


A 


With  the  largest  wholesale  distribution  network  in  the  U.S., 
Georgia'Pacific  now  markets  over  one  hundred  thousand  building 
products  across  America.  And,  not  only  do  we  fish  where  the  fish 
are  biting.  We  respond  quickly  to  what  they're  biting. 

By  decentralizing  the  management  of  our  Distribution  Centers  and 
allowing  them  to  adjust  product  lines  and  inventories  to  meet  their  local  mar' 
ket  demands,  Georgia'Pacific  can  increase  building  product  sales  and  sustain 
profits  even  when  new  construction  starts  are  down. 

This  flexibility,  along  with  key  acquisitions,  and  the  increased  distribu 
tion  of  higher  margin  specialty  products  to  the  active  repair,  remodeling  and 
additions  market,  allows  our  building  products  group  to  do  what  it  does  best. 

Reel  in  more  business  and     C^^kT\rrtl^  D^r^if  ir* 
more  profit    very  day.  0©OlCJIa"rxlCITIC 

Savvy  From  the  ground  up" 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IMAGINE— U.S.  AND  RUSSIA  IN  A  BIDDING  WAR  ON  DISARMAMENT! 


Extraordinary,  isn't  it. 

On  chemical  warfare,  on  atomic  ballistic  missiles,  on 
the  conventional  forces  of  the  Warsaw  Pact  powers 
versus  nato,  the  United  States  and  Russia  keep  upping 
the  ante  on  the  extent  of  cutbacks  and  curbs.  While  we 


and  they  are  a  long  way  from  agreement,  the  present 
relationship  and  defusing  progress  is  near-miraculous 
when  you  consider  the  preceding  four  decades  of  escalat- 
ing military  confrontation,  of  cold  war  that  sometimes 
became  dangerously  heated. 


IN  THE  ALL  OUT  DRUG  WAR,  A  LOW  COST  BLOW  TO  THE  JUGULAR 


:an  be  tellingly  struck  with  relative  swiftness  by  closing  in 
on,  clamping  down  on  the  drug-money  launderers. 

Start  jailing  the  branch  bank  personnel  to  whom  those 
storefront  "drug  banks"  hand  over  their  suitcases  full  of 
cash  for  pipelining  out  of  the  country. 

Do  you  really  think  everybody  in  such  a  legitimate  bank 
branch  hasn't  a  clue  when  relatively  overnight  a  fictitious 
company  becomes  a  significant  cash  transferer? 

Do  you  realize  that  efforts  to  strengthen  laws  and  close 
legal  loopholes  in  such  states  as  California,  Texas,  New 
York  and  others  have  failed  to  be  enacted? 

Do  you  realize  that  those  whose  job  it  is  to  monitor 
suspicious  cash  flow  are  so  few  we  can't  begin  to  cope? 

Do  you  realize  that  bank  regulators  have  identified  more 
than  130  illegal  money  transmitters  in  the  Big  Apple  area? 

Do  you  realize  that  many  state  prosecutors  can't  grab 
the  criminals  because  consorting  bank  personnel  list  only 


company  names  of  the  money  launderers? 

Treasury  Secretary  Nick  Brady  has  been  impressively 
coping  with  some  other  massive  money  problems,  but  he 
hasn't  the  authority  on  the  federal  level  to  slash  fatally  the 
veins  through  which  laundered  drug  money  courses.  It's 
principally  a  power  of  the  states  and,  in  many,  adequate 
laws  are  lacking.  He  has  mandated  U.S.  banks  to  keep 
records  on  international  electronic  transfers. 

At  Brady's  direction  the  Treasury  Department  is  setting 
up  the  Financial  Crimes  Enforcement  Network  to  coordi- 
nate the  information  available  to  federal  agencies.  By  such 
actions,  federal  leadership  can  light  fires  under  lagging 
state  legislators  and  prosecutors. 

We  are  not  talking  about  big  money  costs  to  the 
taxpayers.  We  are  talking  about  a  potentially  lethal  blow 
to  the  very  heart  of  the  whole  drug  operation — money 
laundering. 


AFTER  THE  HURRICANE  AND  HEADLINES,  BITTER  REALITY  CLOSES  IN 


Terrific  tv  and  press  coverage  of  devastating  disasters 
like  Hurricane  Hugo  engulf  us  all  while  they're  happening. 

But  when  the  floodlights  and  the  flashbulbs  cease,  the 
devastation  to  souls  begins  to  take  a  toll  that  couldn't  be 
depicted  as  vividly  as  the  destruction  to  homes  and  busi- 
nesses and  possessions. 

I  haven't  read  anything  that  better  captures  those 
despairing  human  depths  than  these 
paragraphs  by  the  New  York  Times' 
Peter  Applebome  reporting  from 
Charleston,  S.C.:  "Only  today  did 
Debra  Deas  (right)  stop  and  think 
about  what  comes  next.  After  the 
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worst  week  of  her  life,  the  future  is  the  most  frightening 
part  of  all.  Her  uninsured  mobile  home  was  crushed  like 
a  matchbox  by  Hurricane  Hugo.  She  has  no  work 
because  the  houses  she  cleans  have  been  destroyed.  Her 
husband  has  no  work  because  the  commercial  fishing 
boats  he  works  on  no  longer  exist.  And  their  four  sons 
do  not  know  where  they  will  go  to  school. 

"  'I  guess  it  just  hit  me,'  she  said,  'I 
can't  describe  how  sad  all  this  is.  I 
have  no  idea  what  we'll  do.' 

"Like  a  photograph  slowly  develop- 
ing before  people's  eyes,  the  full  ex- 
tent of  the  devastation  from  the  hur- 


Alan  \\  einer  >AT  Pictures 
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ricane  has  finally  become  clear,  leaving  most  of  South 
Carolina  and  much  of  North  Carolina  staggered  and  dazed. 
"Officials  say  the  economic  toll  of  what  may  be  the 
nation's  costliest  storm  could  take  a  decade  to  over- 
come. Estimates  for  South  Carolina  alone  have  ranged 

I  THOUGHT  THE  WORLD 

In  singularly  effective  fashion  he  combined  a  great, 
warm  heart  with  ample  brains  and  a  capacity  to  articulate 
that  sometimes  ran  in  overdrive.  He  was  quick  with  good- 
natured  wit. 

At  Forbes'  50th  anniversary  party  21  years  ago,  he  began 
his  remarks  to  our  several  hundred  ceos  and  wives  in 
attendance  by  saying,  "I  am  apparently  the  only  vice 
president  here.  .  ." 

I  was  reminded  of  how  much  we  miss  him  when  I  read 
this  poignant  anecdote  from  Larry  King's  irresistible  best- 
seller Tell  It  to  the  King. 

"Humphrey  told  me  he  had  checked  into  Sloan-Kctter- 
ing  just  before  the  holiday  season — they  had  diagnosed 
cancer  and  were  going  to  begin  treatment — and  he  called 
his  wife,  Muriel,  and  said,  'Go  visit  the  kids.  I'm  going  to 
start  this  treatment  tomorrow  morning,  I  want  to  be  alone 
and  get  a  good  night's  sleep.  No  sense  your  staying  here.' 

"  'So  I'm  in  this  private  room  in  Sloan-Kettering  Insti- 


from  $1  billion  to  $3  billion. 

"The  human  cost  to  one  of  the  nation's  most  evocative 
cities  and  one  of  its  poorest  states  will  never  be  known. 
But  it  is  clear  that  rather  than  a  short-term  catastrophe, 
the  storm  will  have  a  lasting  impact  here." 

OF  HUBERT  HUMPHREY 

tute,'  he  told  me,  'and  I  pick  up  the  phone  and  call  the; 
switchboard.  I  say,  "This  is  Senator  Humphrey.  I'd  like  not 
to  be  disturbed."  Then  I  read  a  little,  and  I've  just  turned; 
off  the  light  to  go  to  sleep  when  the  phone  rings.  I  say  to 
myself,  Damn.  I  pick  up  the  phone,  and  it's  Richard  Nixon. 
He's  in  San  Clemente  recovering  from  phlebitis  and  he's 
all  alone.  He's  waiting  to  go  spend  time  with  the  kids.  And 
we  talked  for  two  hours.  We  talked  about  old  times,  we 
talked  about  cancer,  we  talked  about  Watergate.  We  were 
just  two  old  warriors.' 

"I  was  almost  crying  when  Humphrey  told  me  that 
story.  Here  were  two  men  who'd  run  against  each  other 
for  the  presidency  in  one  of  the  closest  elections  in 
American  history  and  who  couldn't  be  more  different 
from  each  other.  Now  it's  nine  years  later:  One  of  them 
is  dying  of  cancer,  the  other  is  out  of  office  in  disgrace. 
And  they're  both  alone  before  the  holidays,  commiserat- 
ing with  each  other." 


RESTAURANTS— GO,  ,  STOP 


•  There  are  six  delightful  restaurants  in  the  daz- 
zlingly  towerful  new  World  Financial  Center  near  the 
Hudson  River  tip  of  Manhattan.  One  and  all,  this  excep- 
tional concentration  of  stimulating  places  to  cat  arc  a 
contrast  to  the  mostly  sadsack  potpourri  of  restaurants 
in  the  South  Street  Seaport  area  on  the  opposite,  East 
River,  side  of  Manhattan. 

Au  Bon  Pain  -(Tel:  766-98441.  An  aromatic,  irresist- 
ibly waistful  French  bakery  cafe. 

Au  Mandarin — (Tel:  385-0313).  In  a  soaring  setting, 
excellent  Chinese  classic  dishes  swiftly  served. 
Donald  Sacks  -(Tel:  619-46001.  A  varied  and  appeal- 
ing menu  where  everything  tastes  as  good  as  it  reads, 


and  that's  very  good  indeed. 

Edward  Moran  Bar  &  Grill— (Tel:  945-2255).  Thriv- 
ing, on-the-ball  pub  with  a  great  menu.  Overlooks  the 
Center's  posh  yacht  basin  with  dozens  of  umbrella'd 
tables  outdoors  when  weather  permits. 
Minters — (Tel:  945-4455).  Tropical  bar  featuring  col- 
orful ice  creams  and  desserts.  Heaven  for  those  who 
don't  give  a  damn. 

Pipeline— (Tel:  945-2755).  Refreshingly  different, 
sprightly  eatery.  Incongruous  "refinery"  decor  inside, 
with  multiple  outside  tables  overlooking  the  Hudson.  I 
can't  believe  anyone  is  able  to  finish  one  of  their  huge, 
imaginative  sandwich  platters. 


•  Cafe  de  Bruxelles  118  Greenwich  Ave.  (Tel:  206- 
1830).  Well  experienced  chet/proprietor  Thierry  Moity 
cooks  up  some  great  Belgian  specialties  here,  including  a 
mouth-watering  beef-in-beei  stew,  richly  sauced  chicken 
wings  and  splendid  pommes  tntes  with  mayonnaise  dip. 
Lovely! 

Elios     !     M    Second  Ave,  near  84th  St.  (Tel:   772- 

Pe<  i  a  nose  tor  good  food  jam  this  Upper  East 

i1    arest  urant    rhe  pastas  are  great,  and  tradition- 

eal  dishes  .ire  flavorful     though 

nk     em.   So  much   is  so 


good — including  desserts  and  an  extensive,  comparatively, 
reasonable  wine  list — that  one  can  overlook  uninspired 
vegetables  and  limp-fried  zucchini. 

•  Positano—  250  Park  Avenue  South,  at  20th  St.  (Tel: 
777-621 1).  In  a  spaciously  handsome  setting,  a  menuful  of 
really  fine  pastas  of  succulent  variety.  A  cool  place,  a 
relaxed  atmosphere  and  cheerful  service. 

•  Duane  Park  Cafe— 157  Duane  St.  (Tel:  732-555f 
What  a  happy  blend  of  culinary  cultures.  Here  two  Japa- 
nese owner-chefs  are  turning  out  deliciously  innovative 
Italian  and  American  dishes  of  solid  Two-Star  quality  \ 
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(some  critics  are  so  carried  away  they  give  it  Three)  at 
prices  that  are  impressively  moderate.  The  result  is  a  full 
house  of  intelligently  appreciative  cognizants. 

•  Island— 1305  Madison  Ave.,  at  92nd  St.  (Tel:  996- 
1200).  Those  in  the  burgeoning,  expensive  high-rises  in  the 
upper  80s-90s  of  East  Side  New  York  have  had  to  cab  it  if 
they  wanted  to  eat  well  with  other  animated  Affordables. 
To  be  within  their  walking  distance,  Island  opened  here. 


IF  THESE  LADIES 

WERE  THEIR 

HUSBANDS1  BOSSES 

the  fed's  antitrusters  would  probably  be 
less  happy  than  this  winsome  trio.  Shown 
tete-a-teting  in  Tangier  on  the  occasion  of 
someone-or-other's  70th  birthday  party. 

(I.  to  r.)  Marian,  wife  of  Harold  Poling,  vice 
chairman,  Ford  Motor  Co.,  Glenda,  wife  of 
Jerry  Greenwald,  vice  chairman,  Chrysler  Mo- 
tors Corp.;  Barbara,  wife  of  Roger  Smith,  chair- 
man, General  Motors 


Sitting  down  to  a  tasty,  imaginative,  French-ish  menu  are  a 
very  alertly  attractive  and  attired  group  of  lively  With-its. 
•  Pinocchio— 168  East  81st  St.  (Tel:  879-0752).  We  last 
•  ed  this  Northern  Italian  bistro  eight  years  ago  and — 
unusual  as  it  may  be — can  say  again  what  we  said  then: 
"A  personal  touch  combined  with  freshness  and  A-l 
ingredients  make  the  variations  on  traditional  dishes 
work  out  splendidly." 


ALL  AMERICANS  ARE  ABSOLUTELY  HAPPY  THAT  JFK  JR. 

is  such  an  unpretending,  totally  unpretentious  Good  Guy.  His  Dad 
has  to  be  pleased  as  punch,  and  his  Mom  deserves  a  salute.  It  wasn't — 
isn't — easy  growing  up,  being  the  nation's  favored,  favorite  son. 


IF  YOU  DON'T  USE  YOUR  FINGERS 

when  eating  squab,  you  shouldn't  eat  squab. 


DON'T  BELIEVE  ANYONE  WHO  SAYS 

British  food  doesn't  deserve  its  reputation. 


BOOKS 


•  The     Politics     of     Inclusion — by 

Thomas   H.   Kean   (The   Free  Press, 
$17.95).    An   absorbingly   discerning 
look  at  state  governing  by  a  true-blue 
Governor  who  won  reelection  in  the 
traditionally  Democratic  state  of  New 
Inn'         Jersey  with  a  phenomenal  70%  of  the 
lHUUMUIIjJ      vote— including  60%  of  the  black  vote. 
'  The  Garden  State  never  had  it  so  good  or  a  governor  so  good. 
The  why  of  bothbecomes  clear  on  these  well-wrought  pages. 

Excerpts:  Incredibly,  I  find  that  people  will  sometimes 

\say  things  to  a  governor  that  they  might  not  say  to  their 

closest  friend.  Unfortunately,  there  is  rarely  time  for  even 

;  the  most  casual  banter.  The  room  is  usually  crowded,  a 

'  band  may  be  drowning  out  conversation,  and  the  host  or 

I  hostess  may  have  me  in  an  armlock  rushing  to  get  me  to 

'greet  as  many  guests  as  possible.  I  often  have  trouble 

'hearing  people  in  such  circumstances,  and  have  a  habit 

of  smiling  and  nodding.  Debby  hates  it.  "How  do  you 

know  they  haven't  told  you  their  best  friend  just  diedl" 

she  has  asked  me.  .  .  .  I  believe  that  governors  cannot 

afford  the  comfort  provided  by  an  absolute  devotion  to 

any  ideology.  One  has  to  have  basic  principles,  to  be 

sure.  I,  for  one,  feel  that  the  private  sector  should  be 
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allowed  as  much  freedom  to  do  what  it  wants  as  possi- 
ble. But  government  must  provide  the  level  playing  field, 
to  help  people  starting  out  or  people  unable  to  make  it 
through  no  fault  of  their  own.  I  believe  in  these  basic 
principles  and  apply  them  to  various  situations  as  I  en- 
counter them.  In  politics,  I  feel  that  Emerson  was  right 
when  he  wrote  that  "a  foolish  consistency  is  the  hobgob- 
lin of  little  minds."  Because  facts  and  circumstances 
change,  an  open  mind  is  essential. 


C^L 


HEARTLANDS 


1 


•  Heartlands:  An  American  Odys- 
sey— by  Jane  Sobel  and  Arthur 
Klonsky  (Simon  &  Schuster, 
$29.95).  Breathe  there  Americans 
with  souls  so  dead  who  never  for 
themselves  have  dreamed  of  some- 
day odysseying  through  the  back 
roads  and  small  towns  of  America? 
Vast  urban/suburban  U.S.  millions 
for  some  reason  feel  that  "real"  Americans  and  "real" 
American  values  are  mainly  found  along  those  byways.  In 
this  visually  and  insightfully  glorious  volume  you  can 
take  that  trip  and  find  how  right  that  feeling  is. 
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TOOLING  DOWN  THE  MISSISSIPPI 

T 

h 


Everyone  with  four  wheels  (and, 
for  sure,  everyone  with  two)  should 
take  the  trip  we  did  down  the  length 
of  the  Mississippi.  Or  at  least  the  top 
half  of  it.  Most  Americans  with  a 
wanderlust  for  our  great  land  travel 
across  the  country  from  the  Atlantic 
to  the  Pacific.  Seldom  do  many  go 
from  our  northern  border  to  our 
southmost. 

We  began  at  the  Canadian  bor- 
der, biked  115  miles  to  the  head- 
waters of  our  greatest  river  at  Be- 
midji,  Minn.,  where  the  Mississip- 
pi begins  as  a  straddleable  trickle. 
Wc  followed  it  2,000  road  miles  through  ten  states  to 
New  Orleans  at  its  wide  delta  mouth. 

It's  a  trip  few  actually  make  other  than  in  the 
imaginations  of  those  beguiled  by  Twain's  tales  of  rafts 
and  Huck  Finn. 

For  three-quarters  of  the  quite  well  marked  National 
Great  River  Route  that  hugs  the  Mississippi's  edges,  you 
sec  almost  no  cars  and  absolutely  no  trucks.  Not  too 
many  people,  either.  The  "towns"  other  than  the  real 
biggies  (like  Minneapolis,  St.  Louis,  Memphis  and  such) 
consist  of  a  store  or  two,  or  a  ferry  crossing,  or  a  place 
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where  country  roads  begin  or  end  or  blend. 

Yet  you  have  the  feeling  you're  seeing  the  heart  of 
America.  You're  filled  with  a  sense  of  our  nation's  history, 
whether  it's  because  of  markers  at  pioneer  crossings  or  at 
Civil  War  turning  points  such  as  Vicksburg. 

It  seems  odd  that  you  see  the  least  of  the  river  itself  in 
Mississippi  and  Louisiana.  That's  because  the  little-trav- 
eled roads  that  follow  the  banks  are  below  the  formidable 
levees  built  over  the  years  to  prevent  the  floods  for  which 
our  greatest  river  is  infamous. 

These  pictures  by  Forbes'  perceptive  photographer 
and  fellow  Capitalist  Tool  Glen  Davis  tell  the  tale 
better  than  I  could. 

And  so  do  the  words  (below)  of  Los  Angeles  Times  staff 
writer  Bob  Sipchen,  excerpted  from  that  paper. 

"Motorcycling  is  'totally  different  from  being  in  a  car,' 
Forbes  observed.  'Your  every  decision  is  consequential.  All 
your  senses  are  attuned.  Your  sense  of  awareness,  of  obser- 
vation— you're  aware  of  the  weather,  road  conditions,  ev- 
erything is  heightened. 

"  'The  nearest  analogy  to  how  a  motorcyclist  feels  on  his 
horsepower  machine  is  the  way  a  cowboy  felt  on  his 
horse,'  Forbes  said.  'The  world  is  open  to  you.  That  feeling 
also  frees  your  mind  from  the  mundane,  and  your  imagina- 
tion is  released.  Your  mind  roams  along  with  your  wheels. 


"It  was  the  entrance  every  kid 
who  saw  The  Wild  One  fantasizes 
about. 

"The  boss  got  word  that  a  cer- 
tain teenage  girl  was  sequestered 
at  a  ritzy  Minnesota  summer 
camp,  just  up  the  road  from 
where  his  motorcycle  gang  was 
spending  the  night. 

'Let's  ride,'  or  something  to 
that  effect,  he  said. 

"A  few  minutes  later,  eight  big 
bikes  growled  single  file  through 
the   pink   and   blue   dusk,   wound 


\  startled  hut  delighted  ( />• 


down  a  forest-fringed  road  and 
sputtered  to  a  stop  in  front  of  a 
Bavarian-style  chalet. 

"Startled  summer  campers 
stopped  and  stared.  With  nervous 
camp  directors  eyeing  the  emblem 
emblazoned  in  gold  and  red  on  his 
leather  jacket,  the  boss  approached 
the  object  of  his  visit. 

"A  shy  13-year-old  stepped  for- 
ward, at  once  mortified  and  de- 
lighted. 'Grandpa!'  she  said,  as  the 
gang's  three  photographers  reflex- 
ively  recorded  the  scene." 
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Michael 


"Forbes  blasted  alongside  the 
Mississippi,  whipping  around  lum- 
ber trucks,  leaning  into  tight  turns, 
and  kicking  up  billows  of  dust  on 
remote  dirt  roads. 

"With  Forbes  in  the  lead,  Tools 
who  fell  behind  sometimes  found 
themselves  wailing  down  the  two- 


lane  roads  at  90-95mph.  At  those 
speeds,  an  encounter  with  a  deer  or 
raccoon,  even  a  dead  raccoon,  can 
make  a  rider  look  as  if  he  went 
head  to  head  with  a  grizzly. 

"On  the  first  day  of  the  ride,  mo- 
torcycle publisher  Elliot  Borin 
tried  stopping  to  help  another  bik- 


er, hit  the  brakes  too  hard  and 
dumped  his  bike  at  a  speed  that 
one  witness  put  at  about  60mph. 
Amazingly,  he  came  out  alive  and 
was  back  in  the  saddle  two  days 
later,  although  parts  of  his  arms 
looked  like  the  stuff  found  in  a 
supermarket  meat  department." 


You  grab  the  passing  thoughts.'  In  that  almost  meditative 
state,  Forbes'  mind  moves  from  thoughts  of  family  (he  has 
four  sons  and  a  daughter)  to  business  decisions  to  the  sort 
of  aphoristic  noodling  that  went  into  his  1978  The  Sayings 
of 'Chairman  Malcolm  and  its  sequel. 

"The  requisite  concentration  on  a  motorcycle  brings 
the  surrounding  countryside  into  clear  focus.  Silos  and 
barns  and  forests  seem  to  drift  by.  Subtle  variations  in 
the  texture  of  the  road  and  the  temperature  of  the  air 
keep  nerve  endings  continually  sparking.  One  afternoon 


is  filled  with  the  tangled  aromas  of  the  river  and  freshly 
cut  hay.  Another  day,  the  scent  of  strawberries  wafts 
from  fields. 

"...  When  a  woman  at  the  Bemidji  resort  stop  said  her 
husband  is  a  general  and  probably  could  get  the  Tools  a 
tour  of  a  B-l  bomber  at  a  Minnesota  air  base,  Forbes 
thought  that  sounded  like  fun.  As  it  turned  out,  though,  the 
base  was  200  miles  away  from  the  river  the  tour  was 
following.  'We  may  have  to  move  the  Mississippi  over,' 
Forbes  commented.  Some  of  the  gang  looked  up  nervously. " 


Robert  Mansheld 


At  the  St.  Louis  Gateway  Arch.  (1.  to  r.)  Dr.  Jan  Engzelius,  Enrol  Ryland,  Stephane  Lair, 
BdGavagan,  MSF.  Elliot  Borin,  Doug  Cooper,  Patrick  Downs 


L 


c<JlfofMeVc° 


J 


FORBES,  OCTOBER  30,  1989 


23 


t  1989ROLMCO 


I  It's  gotten  a  little  more  sophisticated,  hasn't  It?  ] 


It  used  to  be  so  simple.  Two  tin  cans,  a  piece  of  string,  and  you  were  in  busi- 
ness. Now  it's  a  business  called  "telecommunications",  and  things  have 
become  much  more  complex.  |  There's  conference  calling  and  call 

forwarding  and  speed  dialing  and  repertory  dialing  and  this  button  and  that 
button  and  which  one's  for  what?  For  many,  just  figuring  out  the  speaker- 
phone  has  become  a  cause  for  celebration.  Of  course,  while  some  argue 
that  it's  all  happening  too  fast,  others  seem  to  be  handling  it  quite  well. 
Especially  those  who  have  discovered  a  company  that  has  a  history  of 
making  things  more  advanced,  while  at  the  same  time,  less  intimidating. 
Not  surprisingly,  it's  the  same  company  that  pioneered  the  voice  messaging 
system  called  PhoneMail.  |  |  More  recently,  with  IBM,  it  announced 

CallPath,  a  voice  and  data  system  that  will  let  you  know  who's  calling  before 
you  answer  "hello.''  And  now,  it's  introducing  ISDN  based  on  world-leading 
technology  from  Siemens.  It's  a  company  which  is  bringing  you  a  tomorrow 
that's  simpler  than  today.  Because  after  all.  the  secret  lies  not  so  much  in 
trying  to  know  where  communications  systems  are  headed.  But  in  making 
sure  you  know  someone  who  does.  |  |  An  IBM  and  Siemens  Company. 


To  find  out  how  PhoneMail  or  CallPath  can  best  work  for  you.  or  how  ROLM  can  answer  any  of  your  business 
►  communications  needs,  call  your  ROLM  Account  Representative,  or  1-800-624-8999.  ext.  235. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.-MSF 


But  if  you  ever  reversed  it,  if  women 
had  all  the  power,  there  would  be  very 
little  to  keep  men  safely  on  earth,  I 
can  tell  you  that. 

— Norman  Mailer,  Esquire 


Luck  of  the  Draw 

South  Dakota's  governor,  George 
S.  Mickelson,  went  unrecognized  by 
one  of  his  constituents,  a  Rapid  City 
gas  station  cashier.  She  was  incredu- 
lous at  his  license  number — "1" — 
and  asked  for  an  explanation.  Said 
the  governor,  poker-faced:  "Just 
lucky,  I  guess." 

— International  Herald  Tribune 

Future  Shock 

Denison  Hatch,  publisher  of 
Who's  Mailing  What!,  a  junk  mail 
newsletter,  believes  that  however 
much  people  carp  about  junk  mail, 
most  couldn't  live  without  it.  "Peo- 
ple are  basically  lonely,"  he  says, 
"and  no  one  likes  an  empty  mailbox. 
The  mail  is  your  private  check  that 
the  system  is  working."  Further- 
more, by  the  year  2000,  Mr.  Hatch 
argues,  "the  entire  country  will  be 
individuals  sitting  in  their  individual 
rooms  looking  at  their  individual 
television  sets.  Direct  mail  will  cash 
in  on  that  isolation." 

— Cynthia  Crossen, 
Wall  Street  Journal 

Inconvenience??? 

To  get  at  the  cash  dealings  of  drug 
wholesalers,  retailers,  street  pushers, 
etc.,  we  should  quietly  print  new 
$50  and  $100  bills— either  of  a  differ- 
ent color,  or  size,  than  the  current 
ones.  Then  with  only  a  10-day  warn- 


ing we  should  make  all  $50  and 
$100  bills  obsolete — no  longer  ac- 
ceptable as  legal  tender.  Everyone 
would  have  to  exchange  their  large 
bills  for  new  ones.  Banks  and  other 
financial  institutions  would  have  to 
keep  a  record  of  any  cash  transac- 
tions over  $1,000.  Reports  would  be 
furnished  by  name  and  taxpayer 
identification  number. 

This  would  panic  those  with  huge 
cash  holdings.  If  the  cash  is  legiti- 
mate, no  one  should  have  any  fear. 
Yes,  it  might  cause  confusion  for  a 
couple  of  months,  but  what  honest 
citizen  wouldn't  be  willing  to  put  up 
with  a  little  inconvenience  so  as  to 
trap  these  criminals?  This  would  hit 
the  criminals  where  it  hurts  most — in 
the  pocketbook. 

— Donald  T.  Regan,  former  White 
House  chief  of  staff,  New  York  Times 

Save  Semen,  Not  Men 

Just  think  of  it — suppose  women 
got  all  the  power.  Let's  talk  in  terms 
of  science  fiction:  What  would  there 
be  to  keep  women  from  killing  all  but 
enough  men  to  be  raised  as  slaves  and 
to  provide  semen  banks  for  the  future, 
then  killing  them?  1  know  there  are 
women's  liberationists  who  would 
get  a  light  in  their  eyes  if  I  ever  pro- 
posed this  to  them. 

No  matter  what  brutalities  men 
have  exercised  upon  women,  they've 
obviously  lived  in  sufficient  awe  of 
women.  They  didn't  destroy  women. 
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Twenty  years!  What  ever  happened  to  revolving-door  justice?' 


No  Plugs 

There  can  be  no  question  about 
the  physical  convenience  of  a  book. 
You  do  not  have  to  plug  it  in  or  give 
it  instructions.  It  does  not  glare 
small  batches  of  green  letters  into 
your  eyes.  You  can  pick  it  up  and 
take  it  anywhere.  If  you  have  it  in 
hand,  it  does  not  vanish  like  a  com- 
puter that  has  a  "down."  If  the  book 
had  been  invented  yesterday,  the  au- 
diovisual manufacturers  would  be 
running  for  the  hills. 

— Charles  Scribner  Jr.,  columnist, 
Hills-Bedminster  (N.J.)  Press 


Health  nuts  are  going  tojeel 
stupid  someday,  lying  in 
hospitals,  dying  of  nothing . 
— Redd  Foxx,  Details 


Front  Page 

Governors  decide.  It's  the  way  we 
make  a  living.  Painters  paint,  writ- 
ers write,  sailors  sail,  but  governors 
make  decisions.  Being  a  governor  is- 
thus  not  like  being  in  Congress. 
Mario  Cuomo  says  it's  the  difference 
between  prose  and  poetry.  Legisla- 
tors can  do  the  poetry;  we  must  do 
the  prose.  Pete  Du  Pont  made  the 
distinction  clearly  at  my  first  gover- 
nors' conference.  "When  I  was  in 
Congress,"  he  said,  "I  worked  six 
years  on  a  financial-disclosure  bill. 
Ten  minutes  after  I  was  sworn  in  as 
governor,  I  signed  an  executive  or- 
der. Everybody  disclosed."  Another 
former  congressman  put  it  this  way: 
"In  Congress,  I  spent  all  my  time 
trying  to  get  on  the  front  page.  As 
governor,  I  spend  my  time  trying  to 
stay  off  it." 

— The  Politics  of  Inclusion, 
by  Thomas  H.  Kean 

Eating  Soliloquies 

What  a  luxury  not  to  have  to  listen 
to  a  waiter  recite  the  daily  specials! 
Sometimes  I  think  I  have  wandered 
into  a  fairy  tale,  in  which,  after  boast- 
ing that  they  could  make  you  weep 
simply  by  reading  from  the  phone 
book,  an  entire  generation  of  actors 
has  been  cursed  to  soliloquize  today's 
pasta  and  today's  fish. 

—7  Days  I 
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Keeping  the  wheels  of  industry 
turning  these  days  takes  more 
than  capital-it  also  takes  a  steady 
flow  of  ideas  for  putting  that  capi- 
tals best  use.Thats  why  hundreds 
of  companies  whose  business  runs 
on  wheels  have  turned  to  GE  Capi- 
tal for  financial  services. 

One  of  our  capital  ideas  paired 
the  fast-growing  East  and  West 
coast  business  of  PenskeTruck 
Leasing  with  the  strengths  of  our 
leasing  operations  in  the  country's 


interior.  This  synergy  built  a 
nationwide  joint  venture  that  has 
over  55,000  vehicles  on  the  roll. 

Capital  ideas  are  keeping  Amer- 
ica's railcars  on  the  right  track, 
too-customers  leasing  rolling 
stock  from  GE  Capital  Railcar 
Services  are  spared  not  only  the 
capital  investment,  but  also  main- 
tenance worries. 

Our  vehicle  fleet  management 
expertise  gave  us  the  capital  idea 
to  offer  our  corporate  fleet  man- 


ager customers -whether  they 
lease,  own  or  reimburse-a  range 
of  value-added  services:  from  fuel 
purchasing  and  accident  claim 
management  to  streamlined 
employee  expense  reimbursement 
control. 

And  new  car  dealers  are  growing 
their  businesses  in  a  dozen  states, 
helped  by  Capital  ideas  for  inven- 
tory financing,  workingcapital  and 
real  estate  loans,  and  acquisition 
funding  to  add  new  dealerships. 


Whether  or  not  your  busines 
depends  on  wheels,  chances  are 
GE  Capital  has  a  truckload  of 
ideas  for  helping  you  keep  it  in 
the  fast  lane. 

Just  call  us  at  our  toll-free 
number:  1800  243-2222. 

That's  all  it  takes  to  get  the  bal 
rolling. 


Not  Just  Capital 
Capital  Ideas. 


Capital  Ideas 
get  rolling 


GECaprta 


Fact  and  Comment  H 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


SAVE  THE  DOLLAR 


Central  bankers,  including  our  own,  are  attacking  the 
dollar  again.  When  will  we  ever  learn  that  knocking  our 
currency  does  far  more  harm  than  good? 

For  eighteen  years,  the  U.S.  has  been  mesmerized  by  the 
notion  that  manipulating  the  greenback  will  cure  our 
economic  woes,  particularly  our  trade  defi- 
cit. The  theory:  Weak  money  will  make  our 
exports  cheaper,  our  imports  dearer.  Voila! 
The  deficit  disappears.  The  increased  ex- 
ports make  us  more  prosperous. 

Yes,  exports  may  become  cheaper,  but 
our  cost  of  producing  these  products  goes  up 
with  the  inflation  triggered.  The  advantage  eventually 
disappears,  and  we  need  a  new  fix. 

For  those  who  think  that  cheap  money  is  the  way  to 
wealth,  look  at  Latin  America.  They  have  trade  surpluses, 
but  they  also  have  astronomical  inflation  and  declining 
standards  of  living. 

In  1971  we  engineered  a  major  devaluation  to  turn 
around  our  trade  deficit.  We  got  double-digit  inflation  and 
a  severe  recession.  In  the  late  1970s  Jimmy  Carter  did  the 


Dollar  Falls 
On  Selling 
By  Allies 


1986-87  we  knocked  down  the  dollar  too  much,  which  is 

why  inflation  went  from  1%  in  1986  to  an  annual  rate  of 

almost  6%  earlier  this  year. 
An  unstable  greenback  has  yielded  higher-than-neces- 

sary  interest  rates.  Expensive  capital  makes  our  economy 
less  competitive. 

The  most  reliable  method  of  gauging  a 
proper  exchange  rate  is  the  so-called  pur- 
chasing power  analysis,  which  measures 
the  cost  of  goods  of  one  country  with  those 
of  another.  This  system  suggests  that  two 
deutsche  marks  to  the  dollar  is  just  about 


same  thing  with  the  same  sad,  debilitating  results.  In 

JUNK 

The  junk  bond  bubble  has  finally  burst.  But  junk's  poor 
performance  recently  and  the  alleged  misdeeds  of  Michael 
Milken  et  al.  should  not  blind  us  to  the  overall  good  these 
instruments  did  for  the  economy.  Nor  should  we  overlook 
that  it  was  a  prospective  change  in  the  tax  code,  not  the 
spectacular  collapse  of  Campeau  and  the  bankruptcies  of 
Resorts  International  and  Integrated  Resources,  that 
Dricked  the  balloon. 

Junk  bonds  are  a  disguised  form  of  preferred  stock,  only 
their  "dividends"  are  tax  deductible.  Those  juicy  yields 
Hinneled  billions  of  dollars  from  normally  unadventure- 
some  institutions  into  issues  that  were  once  left  to  the 
venture  capital  markets.  But  traditional  venture  capitalists 
lever  had  this  kind  of  money  to  invest,  particularly  after 
he  1 986  boost  in  capital  gains  tax.  Scores  of  less-than-blue- 
:hip  companies  thus  got  financing  they  would  not  have 
otherwise  received.  The  whole  boom  in  fiber  optics  is  one  of 
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—  New  York  Times 

right  and  that  the  dollar-yen  ratio  should  be  around  $1  to 
150-160  yen.  This  was  where  the  buck  was  heading  before 
the  central  bankers  tried  to  kick  it  down. 

Sadly,  comments  by  U.S.  government  officials  make  it 
clear  that  we  still  believe  that  a  low  dollar  is  critical  to 
curbing  our  trade  deficit — as  if  the  balance  of  trade  is  a 
reliable  indicator  of  economic  health. 

Until  we  make  it  clear  that  we  have  abandoned  the  idea 
that  money  manipulation  can  increase  our  wealth,  we  are 
going  to  pay  the  price  in  too-high  interest  rates. 


BOMBS 

the  more  spectacular  harvests  of  junk  bond  financing.  Junk 
also  facilitated  the  restructuring  of  corporate  America. 

A  key  cause  for  this  market's  rise  and  fall  was  the  level  of 
the  capital  gains  tax.  Economist  Alan  Reynolds  of  the  firm 
Polyconomics  explains:  "The  1986  increase  in  capital  gains 
tax  increased  the  incentive  for  individuals  to  buy  high- 
income  bonds.  With  tax  rates  just  as  high  on  capital  gains  as 
on  interest  income,  securities  previously  held  mainly  for 
capital  gains  fell  into  disfavor  compared  with  high-income 
instruments.  Rather  than  catering  to  this  new  investor 
preference  by  paying  higher  [and  nondeductible)  dividends, 
firms  preferred  to  raise  funds  with  tax-deductible  debt. 

"Assuming  that  the  capital  gains  tax  will  be  reduced,  the 
immediate  effect  has  already  been  to  reduce  the  demand 
for  junk  bonds."  This,  plus  the  excess  inevitable  to  a 
market  that  has  never  had  a  real  "correction,"  led  junk  to 
explode  in  investors'  hands. 
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kroducm?The  Lexus  LS40 
The  Brain  (iild  Of  1400  Brai 


II! 


Six  years  ago,  1400  of  Toyotas  top 
engineers  set  out  to  build  an  en- 
tirely new  automobile.  They  began 
by  taking  two  steps. 

First  they  accepted  the  premise 
that  the  world  already  had  a  surfeit  of  very 
good  high-performance  luxury  sedans. 


Then  they  accepted  the  clj 
to  build  one  a  quantum  leap  bett*' 

Such  is  the  thinking  that's  { 
the  Lexus  LS  400. 

Take,  for  example,  the  \>\ 
thing  about  this  automobile  thai 
your  eyes,  its  design. 


©  NS9U\ 


i> ^fc*i^  ^^^^Ih. 

^s^^^^^^^^l 

sHH^? 

^^  &Kj^^m 

re  our  engineers  have  inge-  . 
anaged  to  reconcile  aesthetics 
dynamics,  creating  an  ele- 
ntoured  luxury  sedan  that 
pens  to  have  one  of  the 
ag  coefficients  of   ^m^m 
America,  a  mere  0.29. 
U  as  surprising,  the 

H  equipped  with  a  Four- 

i  valve,  250-horsepower 

most  engineers,  to     | 


achieve  this  kind  of  muscle  in  a  car,  let 
alone  in  a  luxury  sedan,  would  be  cause 
enough  to  celebrate. 

For  Lexus  engineers,  it  was  just 
cause  enough  to  come  up  with 
another  brainstorm. 


Turn  the  key  and  listen. 
What  do  you  hear? 

Not  much  of  anything  be-       are  engineers 
cause  our  engineers  have  found 
1^  a  way  to  combine  extreme  power 
with  extreme  quiet. 


Of  course,  we've  also  given  you  the 
luxury  to  shatter  this  silence. 

The  Lexus  LS400  is  endowed 
with  a  choice  between  two  of  the  finest 
audio  systems  possible,  including  the 
optional  Lexus/Nakamichi  Premium 
Sound  System. 

You'll  find  an  almost  obsessive 
amount  of  thought  went  into  other  aspects 
of  the  car's  interior  as  well. 

Lavished  in  California  Walnut, 
graced  (if  you  choose)  with  leather  trim 
and  seats,  and  provided  with  a  standard 
drivers-side  airbag  Supplemental  Res- 
traint System,  the  LS  400's  cabin  is  a  rare 
pleasure  to  enter. 

To  do  precisely  that,  simply  call 
800-USA-LEXUS  for  the  name  of  your 
nearest  dealer. 

You'll  find  that  he's  extremely 
knowledgeable  and  able  to  answer  all 
your  questions. 

After  all,  not  all  our  top  brains 


© 


The  Relentless  Pursuit  Of  Perfection. 


'nle\  I  ,.S.  4.,  Inc.  Lexus  reminds  you  to  wear  seat  belts  and  obey  all  speed  laws.  *Est.  18  city 123  hwy.  preliminary  1990  mileage  figures  determined  by  Lexus.  See  your  dealer  for  details. 
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Most  of  our  clients  are  referred  by  a  source  fc 
more  compelling  than  any  advertising. 


eft  it  comes  to  innovative,  responsive  financial 
ices,  peop%>f  influence  are  recommending 
Ate  Bar  t Chemical  Bank. 


reliable  source  of  new  client  relationships 


our  clierwHP 


»mselves  are  our  single  most        Banking, 
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Commentary 

on  Events  at  Home  and  Abroad 

By  Caspar  W  Weinberger,  Publisher 


STRATEGIC  DEFENSE  IN  PERIL  AGAIN 


Since  March  1983,  when  President  Reagan  turned  the 
strategic  experts  upside  down  by  the  simple  proposal  that 
we  develop  and  deploy  defenses  against  the  Soviets'  inter- 
continental nuclear  missiles,  the  diehards,  presently  devot- 
ed to  the  basically  preposterous  idea  that  we  are  safe  only  if 
we  are  completely  vulnerable,  have  indeed  been  dying  hard. 
Now  those  bitter-end  defenders  of  the  old  order  have 
happily  seized  upon  the  latest  Russian  plan  to  deprive  us  of 
the  Strategic  Defense  Initiative  (sdi)  that  our  six  years  of 
research,  testing  and  development  have  brought  far  closer, 
far  sooner  than  anyone  dreamed  in  1983.  The  Soviets, 
despite  perestroika,  glasnost  and  all  Gorbachev's  "new 
ideas,"  have  remained  constant  in  their  determination  to 
prevent  us  from  developing  or  deploying  strategic  de- 
fenses. They  have  also  continued,  on  an  increasingly  fran- 
tic scale,  their  own  efforts  to  develop  the  defensive  sys- 
:ems  they  tell  us  can  never  be  developed,  or  are  too 
expensive  and,  anyway,  would  destabilize  the  world. 

At  first  they  tried  standard  Soviet  threats  and  intimida- 
:ion.  They  said  they  would  never  discuss  an  Intermediate- 
flange  Nuclear  Force  (inf)  treaty;  they  would  not  even  begin 
:o  negotiate  a  Strategic  Arms  Reduction  (start)  treaty 
inless  we  gave  up  our  sdi.  Privately,  they  expressed  their 
geat  worry  that,  despite  the  fact  that  they  have  been 
working  on  strategic  defenses  themselves  for  over  15  years, 
Are  would  achieve  the  goal  first.  They  also  claimed  that 
inything  we  did  to  develop  sdi  would  be  (the  ultimate 
lorror!)  a  violation  of  the  abm  treaty,  despite  their  viola- 
ions  of  that  treaty  with  their  giant  radar  at  Krasnoyarsk. 

When  they  concluded  in  1987  that  the  only  way  they 
:ould  get  rid  of  the  nato  nuclear  missiles  we  had  already 
leployed  was  to  cooperate,  they  gave  us  the  kind  of  treaty 
ve  wanted. 

We  continue  to  make  remarkable  progress  on  Strategic 
defense.  But  congressional  opponents,  fueled  by  the  con- 
inued  refrain  that  we  cannot  get  a  start  treaty  with  the 
ioviets  unless  we  give  up  sdi,  and  that  we  must  help 
Gorbachev  by  giving  him  everything  he  wants,  prevailed 
n  the  traditionally  hostile  House.  They  made  deep  cuts  in 
he  appropriations  President  Bush  requested. 
Then  the  Soviets  tried  their  latest  ploy,  which  was  to 


grant  with  great  fanfare  permission  for  us  to  discuss  a 
start  treaty  before  we  had  agreed  to  abandon  sdi.  The 
Soviets  served  warning  at  the  same  time  that  they  would 
feel  free  to  renounce  any  start  agreement  if  we  continued 
our  efforts  to  deploy  sdi.  As  the  Wall  Street  Journal  so 
cogently  put  it,  "This  is  the  sort  of  concession  that  Al 
Capone  made  famous."  Apparently  taken  in  completly  by 
the  Soviets'  latest  strategy,  members  of  the  Senate  and  its 
usual  opponents  of  sdi  at  once  embraced  a  funding  reduc- 
tion in  that  program. 

Next  year  one  can  predict  with  ease  how  the  arguments 
will  go:  "We  cannot  afford  to  have  the  Soviets  renouncing 
a  start  agreement  we  may  reach"  (that  may  or  may  not  be 
in  our  strategic  interest).  "And  since  the  Soviets  will 
renounce  any  such  agreement  if  we  proceed  with  sdi,  we 
must  now  stop  our  work  on  sdi.  Otherwise  we  will  offend 
and  hurt  Gorbachev,  and  that  we  must  never  do." 

Counterattack 

What  this  overlooks,  of  course,  is  that  the  Soviets  con- 
tinue to  work  on  sdi.  Their  governmental  system  permits 
far  greater  secrecy  as  to  progress  and  funding  than  does 
ours.  It  takes  no  crystal  ball  to  know  that  they  will 
continue  to  offer  negotiating  ploys  which  will  be  seized 
upon  by  our  opponents  of  sdi  to  justify  our  abandoning  our 
efforts  to  defend  the  nation,  while  they  race  to  get  sdi  first. 

What  should  we  do?  We  should  use  the  provisions  in  the 
abm  treaty  itself  and  declare  that  we  will  not  permit  any 
interpretation  of  that  treaty  to  prevent  our  deploying  sdi. 
We  should  approve  the  President's  requests  for  the  funding 
necessary  to  deploy  the  most  effective  sdi  system  as  soon 
as  possible.  And,  finally,  we  should  tell  the  Soviets  that  if 
they  want  a  Strategic  Arms  Reduction  treaty  it  will  have 
to  be  on  our  terms,  exactly  as  President  Reagan  told  them 
they  would  get  an  inf  treaty  only  if  it  were  on  our  terms. 
They  gave  up  and  signed  the  treaty  that  we  wanted. 

If  we  are  firm  enough  and  stay  militarily  strong  enough, 
we  will  be  able  to  get  the  kind  of  start  treaty  we  want  and 
to  deploy  the  sdi,  which  offers  more  hope  to  the  world  of 
ending  the  scourge  of  offensive  long-range  nuclear  missiles 
than  anything  yet  proposed. 
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"Berkshire  Hathaway  listed  on  the  NYSE 
to  reduce  shareholder  transaction  costs!' 

"When  we  switched  from  the  OTC  to  the  NYSE,  we  had  high  expectations 
of  reducing  our  transaction  costs.  Those  expectations  have  been  exceeded.  A  much 
narrower  spread  has  prevailed  on  the  NYSE  than  in  the  over-the-counter  market,  and 
we  couldn't  be  more  pleased.  We  wanted  the  best  market  that  we  could  obtain  for  our 
shareholders.  The  NYSE  is  that  market." 

The  most  liquidity.  The  highest  visibility.  The  fairest  pricing.  The  broadest 
access  to  the  greatest  number  of  investors.  Just  a  few  of  the  reasons  why  so  many 
outstanding  companies  list  their  shares  on  the  NYSE. 


Warren  E.  Buffett 
Chairman  and  CEO 
Berkshire  Hathaway,  Inc. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


The  Reagan  buildup 
is  being  reversed 


Hard  choices 

lie  ahead 

on  where  to  cut 


But  how  many 
companies 

will  go  broke 
or  merge? 


HARD  CHOICES  ON  DEFENSE  CUTS 

Defense  spending  will  decline  steadily  until  1995,  at  around  2%  a 
year  in  real,  inflation-adjusted  terms,  reports  the  Electronic  Industries 
Association  in  its  latest,  highly  respected,  ten-year  forecast. 

That  would  continue  the  trend  that  began  in  1985  and  cut  real  defense 
spending  to  the  1981  level,  reversing  much  of  the  Reagan  buildup. 

As  forecast,  defense  in  the  mid-1990s  would  account  for  around  4%  of 
gross  national  product,  down  from  6%  in  1985  (the  peak  of  the  recent 
buildup)  and  way  down  from  previous  peaks  (9%  of  gnp  during  the 
Vietnam  War  and  12%  during  the  Korean  War). 

Even  so,  it's  a  relatively  optimistic  forecast.  It  assumes  no  permanent 
sequester  under  Gramm-Rudman-Hollings  this  year  or  next.  But  it 
does  reflect  a  reduced  Soviet  threat,  arms  control  cuts  and  the  competi- 
tion for  scarce  funds  from  items  like  the  the  s&l  bailout. 

The  most  immediate  effect  would  be  to  cut  the  armed  services' 
manpower  from  2.1  million  to  1.6  million,  with  the  largest  cuts  likely 
in  Europe  and  Korea.  Civilian  jobs  at  the  Defense  Department  would 
fall  from  1  million  to  about  750,000. 

Exports  offer  suppliers  no  relief,  either.  This  year's  $22  billion  record 
high  in  U.S.  defense  exports  is  unlikely  to  be  repeated,  as  other 
industrial  nations  also  wind  down  their  military  spending. 

Electronics  will  do  best.  Of  the  $1.1  trillion  forecast  for  equipment 
procurement  and  development  spending  by  1997,  electronics'  share 
would  rise  to  43%,  up  from  34%  in  1980.  Electronics  for  space  and 
communications  are  the  only  categories  forecast  by  the  eia  to  increase 
in  real  terms. 

There  are  some  surprises.  Department  of  Defense  respondents  to  an 
eia  survey  say  they  want  more  fiber-reinforced  plastic  composites  in 
their  aircraft,  and  large-scale  microchips  and  on-board  computers.  But 
the  Pentagon  types  were  lukewarm  about  hdtv  and,  of  all  things, 
Stealth. 

This  looks  to  be  a  tremendous  downer  for  the  U.S.  economy  in  the 
years  ahead.  Defense  has  been  spurring  economic  growth  since  1982. 
But  there  is  another  side  to  the  coin.  Capacity,  both  factories  and 
skilled  labor,  is  tight.  The  defense  cutback  offers  a  significant,  mostly 
high-tech  transfusion  for  the  civilian  side  of  the  economy. 

Almost  unspoken  at  the  eia's  forecast  conference  was  the  effect  on  the 
companies  that  lose  out  in  these  cuts.  The  list  of  companies  or 
divisions  already  up  for  grabs  is  as  long  as  your  arm.  Note  that  United 
Technologies  pulled  its  troubled  radar  maker,  Norden,  back  off  the 
block,  as  has  Honeywell  its  Signal  Analysis  Center. 

The  defense  cutbacks  strongly  suggest  that  at  least  a  few  prime 
contractors  will  merge  or  go  broke.  Many  suppliers,  too,  could  suc- 
cumb as  the  primes  tend  to  make  more  themselves  rather  than  buy 
from  outsiders. 
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The  Forbes  Index 
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Current                199.0 1 
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\f                                                          t  Revised 

1        1        1        1        1        1        1        1        1        1        1        1        1        1 

75     76    77    78    79    '80    '81    '82    '83    '84     85    '86 

'87     88     89 

Confusing  signals.  The  Forbes  Index  for  August  is  where  it 
was  last  December.  Sluggish  growth  in  industrial  produc- 
tion joined  with  weakness  in  the  housing  market  to  nullify 
improvement  in  other  Index  components  such  as  personal 
income  and  new  unemployment  claims.  Manufacturers' 
new  orders  jumped  4%  in  August,  to  $127  billion,  the  best 
monthly  total  since  April,  while  inventories  hit  an  alltime 
high  of  $247  billion.  At  the  moment,  the  economy  is  full  of 
such  confusing  signals.  In  real  terms,  growth  in  the  gross 
national  product  has  remained  positive,  but  Allen  Sinai, 
chief  economist  at  Boston  Co.,  expects  the  annualized 
growth  rate  to  fall  from  4.4%  in  1988  to  3%  in  1989. 


Other  key  rates 

Source 

Status 

Prime  rate 

Chase  Manhattan  Bank 

10.5% 

Auto  sales'  year  to  date  vs.  1988 

Ward's  Automotive 

-3.8% 

Index  of  leading  indicators  August  vs.  July 

Oept.  ol  Commerce 

0.3% 

Trade  balance  last  12  months 

Oept.  ot  Commerce 

-$112  bil 

Producer  price  index2  August  vs.  1988 

Dept.  of  Labor 

4.2% 

GNP  2nd  quarter  vs.  1st — annualized  growth 

Oept.  of  Commerce 

2.5% 

'U.S.  based  manufacturers  only  as  ol  9/30.89.  'Finished  goods. 

Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  8  equally  weighted  elements:  Total  industrial 
production,  new  claims  for  unemployment  compensation,  the 
cost  of  services  relative  to  all  consumer  pnces.  new  housing 
starts,  total  retail  sales,  the  level  of  new  orders  for  durable 
goods  compared  with  manufacturers'  inventories,  personal 
income,  total  consumer  installment  credit. 

To  measure  these  8  elements.  Forbes  monitors  10  series  of 
US  government  data.  The  last  14  months'  data  for  each 
series  are  presented  below. 


Industrial  production  index  (1967  =  100) 
seasonally  adjusted  (Federal  Reserve) 


New  unemployment  claims  average  for  month 
(thousands)  seasonally  adjusted  (Oept  of  Labor) 


I    I    I    I    I    I    I    I    I    I    I 
I    A    '■         N     '    I     F    M  A    M  J    J     A 
1989 


Sen/ices 


Total  index 


Consumer  price  indexes  (1982-84  average  =  100) 
all  urban  consumers,  unadjusted  (Dept  of  Labor) 


Inventories 


I  New  orders 


Manufacturers'  new  orders  and  inventories 

(Sbilhons)  seasonally  adjusted  (Oept.  of  Commerce) 


New  housing  starts  (thousands)  privately  owned, 
unadjusted  (Oept.  of  Commerce) 


2700 
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Personal  income  (Sbilhons)  wage  and  salary  disburse- 
ments, seasonally  adjusted  (Dept.  of  Commerce) 


Retail  sales  ((billions) 

seasonally  adjusted  (Dept  of  Commerce) 


Consumer  installment  credit  (Sbilhons)  total, 
seasonally  adjusted  (Federal  Reserve) 
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"A  taste  of  Heaven 
before  the  trumpets  blow. 


» 


—Sandy  Milne, 
Stillman  &  Resident  Sage. 


he  word  "elegant"  crops  up 
time  and  again  when  experts 
describe  the  taste  of  The  Glenlivet 
single  malt  Scotch. 

Some  say  it's  brought 
about  by  the  peculiar  shape  of 
our  pot  stills. 

Some  say  it's  the  smoke 
of  the  peat  cut  from  the  nearby 
Faemussach  peat  fields. 

Our  own  Sandy  Milne 
insists  that  it's  the  water  from 
Josie's  Well,  flowing  as  it  does 
down  through  peat  and  over 
Highland  granite. 

Whatever,  the  great  Sir 
Walter  Scott  long  ago  put  on 
paper  that  The  Glenlivet 
"...is  the  only  liquor  fit  for  a 
gentleman..." 

We'll  not  argue  with  a 
one  of  them. 


.S5S, 

IGLENLIVET 

ACEOUVEAfiS 


What  is  a  single  malt  Scotch? 


A  single  malt  is  Scotch  the  way  it  was  originally:  one  single  whisky,  from  one  single 
distillery.  Not,  like  most  Scotch  today,  a  blend  of  many  whiskies.  The  Glenlivet 
single  malt  Scotch  whisky  should  therefore  be  compared  to  a  chateau-bottled 
wine.  Blended  Scotch  is  more  like  a  mixture  of  wines  from  different  vineyards. 


The  Glenlivet. 
The  Father  of  All  Scotch. 


©1989  Imported  by  The  Glenlivet  Distilling  Company,  N  Y..  NY.  12-year-old  single  malt  Scotch  whisky  Alc.43%byvol  (86  proof)  The  Glenlivet  is  a  registered  trademark. 


Is  the  leveraged  buyout  craze  inflationary?  A  mounting  body  of 
anecdotal  evidence  of  price  increases  suggests  that  it  is. 


Who's  really 

picking  up 

the  tab? 
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By  Stuart  Flack 

American  shop- 
pers may  be 
i  wondering  why 
the  price  of  Ritz  crack- 
ers has  recently 
jumped  30% .  Or  why  a 
round-trip  New  York- 
Los  Angeles  plane  tick- 
et is  8%  higher  than  a 
few  months  ago.  Or 
why  a  queen-size  Scaly 
Century  medium-firm 
mattress  and  box 
spring  that  cost  $479 
less  than  a  year  ago 
now  runs  $520. 

The  answer:  To  help 
pay  their  heavy  debts, 
leveraged  companies 
like  rjr  Nabisco,  Trans 
World  Airlines  and 
Ohio  Mattress  are  rais- 
ing prices  on  groceries, 
airline  tickets  and  mattresses.  In  fact, 
investment  bankers  have  told  Forbes 
that  they  actively  look  for  lbo  candi- 
dates in  those  industries  where  prices 
can  be  raised  quickly,  without  a  major 
loss  of  market  share. 

Thus,  it  should  be  no  surprise  that 
the  most  popular  industries  for  lbos 
have  one  of  two  key  characteristics: 
substantial  barriers  to  new  competi- 
tion, as  exist  in  the  airline  industry, 
where  seven  carriers  control  90%  of 
-  ail  tratiic,  or,  alternatively,  prod- 
with   strong  brand  names,   on 
men  are  relatively  inscn- 
ises.  Many  shop- 
ill  automatically 


*fc 


V 


pay  $2.49  for  a  package  of  Oreos  be- 
fore they  will  grab  some  unknown 
brand  at  $1.99. 

Microeconomic  theory  says  price 
gougers  will  be  undercut  by  competi- 
tors and  driven  out  of  business.  Mi- 
croeconomic theory  may  be  right  in 
the  long  run,  but  wrong  in  the  short 
run.  "In  many  industries  it  makes  no 
sense  to  attack  competitors  on  price," 
says  Robert  Harris,  a  professor  at  the 
Haas  School  of  Business  at  Berkeley. 
"It  kills  your  profitability.  You'll  nev- 
er put  them  out  of  business.  They 
raise  prices.  You  raise  prices.  Can't 
beat  'em.  Join  'em." 

Duracell,  for  example,  was  taken 


private  in  a  $1.8  billion 
leveraged  buyout  in 
June  1988.  When  the 
company  raised  its  bat- 
tery prices  7%  this 
year,  competitor  Ral- 
ston Purina  increased 
prices  on  its  Eveready 
batteries  by  a  like 
amount. 

Packaged  food  prices 
are  especially  likely  to 
be  rising.  Remember, 
the  two  largest  lever- 
aged deals  in  history 
involved  foodmakers: 
the  $25  billion  lbo  of 
rjr  Nabisco  and  Philip 
Morris'  $13  billion  ac- 
quisition of  Kraft. 
When  ewis  Gerstner, 
new  ch  irman  of  rjr 
Nabisco,  trumpets  the 
advantagv  of  lbos 
(cutting  costs,  consoli- 
dating operations,  spinning  off  nones- 
sential businesses  and  motivating 
employees),  he  neglects  to  mention 
the  fact  that  rjr  Nabisco  is  meeting 
its  sizable  debt  payments  in  part  by 
jacking  up  prices. 

This  year,  with  the  Consumer  Price 
Index  running  at  less  than  5%, 
Gerstner  will  raise  prices  on  various 
food  products  by  an  average  of  9.2%. 
He  also  plans  to  raise  cigarette  prices 
by  about  12%,  on  top  of  any  tax  in- 
creases. Altogether,  rjr  Nabisco  price 
increases  this  year  will  contribute  as 
much  as  $900  million  of  additional 
cash  flow  to  help  meet  the  company's 
yearly  cash  debt  service  costs  of  $2 
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billion. 

At  Philip  Morris — which  has  taken 
on  huge  amounts  of  debt  over  the  past 
few  years  to  buy  General  Foods  and 
Kraft — Chairman  Hamish  Maxwell 
has  already  matched  Gerstner's  price 
increases  on  cigarettes.  By  year-end, 
Kraft,  which  has  slightly  weaker 
brands  than  Nabisco,  will  have  raised 
prices  an  average  of  6%,  in  line  with 
inflation,  but  General  Foods,  with 
strong  brands  like  jell-o,  will  be  up 
by  about  8%  on  average. 

Just  as  the  packaged  food  compa- 
nies raise  their  prices,  the  supermar- 
ket chains  slap  on  price  increases  of 
their  own.  Many  chains  have  been 
leveraged  and  have  their  own  debt 
service  problems  to  solve.  Their  cash 
flows  benefit  from  their  vendors' 
price  increases,  through  higher  mar- 
gins. Nationwide,  operating  margins 
for  the  industry  have  almost  doubled 
from  earlier  in  the  decade. 

This  is  of  particular  concern  in  Cal- 
ifornia, where  the  Kroger,  Safeway, 
Vons  and  American  Stores  chains 
have  been  leveraged.  According  to  a 
study  by  the  California  Attorney  Gen- 
eral, the  consolidation  and  borrowing 
will  increase  grocery  prices  in  Califor- 
nia some  $400  million  each  year.  The 
California  Attorney  General's  office 
is  suing  to  stop  the  planned  merger  of 
American  Stores  and  Lucky  Stores. 
The  suit  is  currently  before  the  U.S. 
Supreme  Court. 

Isn't  this  an  opportunity  for  Califor- 
nia's unleveraged  supermarkets  like 
Albertson's  to  wage  some  allout  price 
wars?  So  it  would  seem,  but  so  far  a 
profitable  peace  has  prevailed  in  the 
California  stores. 

The  airline  industry  looks,  for  now, 
able  to  pass  the  costs  of  consolidation 
and  leverage  on  to  passengers.  As  the 
[price  cutters  like  People's  Express 
|  have  fallen  by  the  wayside,  the  indus- 
1  try  has  come  to  be  dominated  by  a  few 
i  major  players  that  control  the  airport 
ihubs.  Average  prices  on  business- 
:  class  tickets  went  up  nearly  50%  from 
;  last  year.  The  incentive  to  cut  prices 
!dims  with  every  new  buyout  an- 
inouncement.  twa  and  Texas  Air  (par- 
lent  of  Continental  and  Eastern)  were 
already  leveraged.  Today  nwa  (parent 
of  Northwest),  ual  (parent  of  United) 
and  amr  (parent  of  the  nation's  largest 
carrier,  American)  are  all  either  deep- 
ly in  hock  or  in  the  process  of  getting 
there  soon. 

Where  the  ability  of  food  compa- 
nies to  raise  prices  stems  from  their 
portfolio  of  brand  names,  airlines 
draw  their  market  power  from  hubs 
where  they  dominate  the  flight  sched- 
ule. When  an  airline  has  a  near  mo- 
nopoly on  gates  at  a  city's  airport, 


studies  by  the  General  Accounting 
Office  have  shown  that  the  airline  can 
get  price  premiums  of  about  25% 
from  local  passengers  for  its  flights 
from  that  city.  This  is  effectively  the 
case  for  nwa  in  Minneapolis  and  De- 
troit, twa  has  a  similar  situation  at 
St.  Louis.  American  dominates  Dal- 
las/Fort Worth,  a  fact  that  is  probably 
an  important  part  of  Donald  Trump's 
$7.5  billion  bid  for  amr  Corp. 

In  Denver  and  Chicago,  prices  were 
once  kept  low  by  competition.  Conti- 
nental would  slash  fares,  and  Ameri- 
can and  United  would  generally  fol- 
low. Today  Continental's  balance 
sheet  is  in  tatters,  and  both  United 
and  American  may  soon  b,e  highly 
leveraged.  Why  would  any  of  them 
cut  prices?  Speaking  of  American,  its 
chairman,  Robert  Crandall,  has  long 
advocated  higher  fares.  Fully  aware 
that  his  major  competitors  were  tak- 
ing on  heavy  debt,  it  was  Crandall  in 
September  who  led  the  latest  round  of 
air  fare  increases. 

Another  brand-name  industry  that 
has  been  swept  by  leveraged  buyouts 
is  the  $3  billion  (annual  retail  sales) 
mattress  business.  The  two  industry 
leaders  have  already  been  taken  pri- 
vate in  leveraged  buyouts.  One  is 
Ohio  Mattress,  which  has  25%  of  the 
U.S.  market  and  is  the  primary  maker 
of  Stearns  &  Foster  and  Sealy  mat- 


tresses. The  other  is  Simmons,  with 
an  11%  market  share.  Simmons  was 
taken  private  and  releveraged  in  an 
esop  deal  this  year.  The  $1  billion 
Ohio  Mattress  lbo  was  completed  in 
April,  in  part  on  the  basis  of  Ohio's 
ability  to  push  through  big  price  in- 
creases, with  which  Simmons  has 
been  only  too  happy  to  go  along.  For 
the  last  several  years,  mattress  prices 
have  gone  up  about  in  line  with  infla- 
tion. During  the  last  year,  they've  in- 
creased at  almost  double  the  rate  of 
inflation. 

Some  practitioners  of  the  lbo  trade 
argue  that  price  increases  are  not 
what  their  business  is  all  about.  On 
the  other  hand,  when  was  the  last 
time  you  saw  a  buyout  in  oil,  gas, 
steel,  cars  or  other  commodity  busi- 
nesses where  prices  are  determined 
on  international  markets? 

Is  there  a  limit  on  how  high  bought- 
out  companies  can  jack  up  prices? 
Yes.  Monopolies  are  still  frowned  on 
in  this  country.  At  some  level  of  price 
and  profit,  competition  will  emerge. 
Price  theory  will  work.  But  in  the 
short  run,  it  appears  that  many  lever- 
aged buyouts  will  mean  higher  prices 
for  the  average  American.  Or  put  it 
this  way:  The  buyouts  and  restructur- 
ings may  ultimately  make  the  econo- 
my more  efficient,  but  consumers 
will  pick  up  the  tab.  ■ 


Prescription  drug  prices  have  been  the  fast- 
est-rising health  care  item.  Now  state  bu- 
reaucrats, private  insurers  and  possibly 
even  federal  trustbusters  are  fighting  back. 

Drug  price  bust 


By  Janet  Novack 


F|  INANCIALLY  STRAPPED  State 
Medicaid  programs  have  de- 
clared war  on  name-brand  drug 
prices.  Joining  in  this  crusade  is  a 
growing  number  of  health  mainte- 
nance organizations  and  private 
health  insurers.  Between  Medicaid, 
the  hmos  and  other  private  plans,  per- 
haps two-thirds  of  the  population  has 
all  or  some  of  their  drug  costs  covered 


after  they've  met  a  deductible.  So  the 
big  pharmaceutical  companies  have 
no  choice  but  to  take  notice. 

The  problem  is  this:  In  the  1960s  and 
1970s  the  prescription  drugmakers 
were  a  model  of  pricing  restraint.  Drug 
prices  dropped  in  the  1960s  and  rose  at 
only  half  the  inflation  rate  in  the 
1970s.  But  in  the  1980s,  prescription 
prices,  even  after  the  deflationary  ef- 
fect of  generics,  have  gone  up  more 
than  twice  as  fast  as  consumer  prices 
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in  general.  During  the  last  six  years, 
drug  prices  have  risen  65% ,  the  biggest 
increase  for  any  component  of  medical 
care.  As  a  result,  the  organizations  that 
foot  the  drug  bill  are  looking  for  ways 
to  slow  the  increases.  Look  for  more 
and  more  companies  to  face  the  same 
kind  of  public  outcry  that  preceded 
Burroughs  Wellcome  Co.'s  decision  in 
September  to  cut  the  price  of  its  aids 
drug,  azt,  by  20% .  The  current  gener- 
ics scandal  will  at  most  slow  these 
substitutes'  growth. 

The  toughest  customers  to  date 
have  been  state  Medicaid  programs. 
Nationwide,  they  shelled  out  $3.3  bil- 
lion for  drugs  in  1988,  covering  18% 
of  all  prescriptions.  Generally,  states 
pay  only  for  a  generic  drug 
if  it's  available — unless  a 
doctor  says  the  brand  is 
medically  necessary. 

But  some  states  are  go- 
ing much  further.  They 
have  adopted  "formular- 
ies"— lists  of  drugs  ap- 
proved for  reimburse- 
ment. If  a  company's  drug 
is  not  on  the  list,  it's  ei- 
ther not  covered,  or  is 
only  covered  with  special 
approval.  What's  more, 
states  are  now  starting  to 
view  their  formularies  as 
tools  to  get  price  breaks 
on  drugs  that  are  still  pro- 
tected by  patent  and  thus 
aren't  yet  available  in  ge- 
neric form. 

In  California,  where 
many  of  the  nation's 
health  care  trends  origi- 
nate, John  Rodriguez,  Cal- 
ifornia's Medicaid  direc- 
tor, says  he's  blocking 
most  new  brand-name 
drugs  from  his  state's  for- 
mulary until  their  makers 
agree  to  give  his  agency 
special  rebates.  So  far, 
none  has  caved  in,  meaning  the  newest 
drugs  are  only  available  to  Medicaid 
patients  with  special  permission  and  a 
lot  of  red  tape.  Last  summer,  heavy 
drug  industry  lobbying  killed  a  state 
bill  that  would  have  given  Rodriguez 
clear  authority  to  force  companies  to 
negotiate  rebates  for  already  approved 
drugs  on  the  formulary. 

But  Rodriguez,  emboldened  by  the 
$540  million  his  agency  expects  to 
spend  on  prescription  drugs  this  year, 
:  no  away.  He's  now  threaten- 
ing to  pull  (.'rugs  off  the  formulary 
existing,  and  admit- 
Iministrative    proce- 
n  going  to  get  rebates 
he  says.  "At  some 
in     is  going  to  de- 


cide it's  in  their  economic  interest  to 
get  on  the  formulary.  They  just  don't 
want  to  be  the  first." 

Meanwhile,  in  Kansas,  Medicaid  of- 
ficials are  so  frustrated  by  name-brand 
companies'  refusal  to  bid  against  one 
another  to  provide  rebates  on  thera- 
peutically similar  drugs  (in  return  for 
getting  on  the  formulary)  that  they've 
proposed  a  multistate  Medicaid  buy- 
ing group.  Two  dozen  states  have  ex- 
pressed interest. 

The  feds  may  eventually  be  a  help, 
too.  The  U.S.  Department  of  Justice's 
antitrust  division,  to  the  glee  of  the 
states,  is  said  to  be  investigating 
name-brand  drugmakers'  refusal  to 
bid  against  one  another  for  Medicaid 


business.  The  Justice  Department 
won't  confirm  or  deny  the  inquiry. 
But  a  federal  grand  jury  sitting  in 
Washington  subpoenaed  records  last 
spring  from  the  Pharmaceutical  Man- 
ufacturers Association  (pma)  and 
some  of  its  members. 

pma  President  Gerald  Mossinghoff 
shrugs  off  the  subpoena.  The  pma's 
position:  So  what  if  most  drugmakers 
already  give  hospitals  deep  price  dis- 
counts. That's  because  hospitals  take 
delivery  in  bulk.  (They  also  introduce 
patients  to  drugs  that  they'll  buy  at 
full  price  after  discharge.) 

The  bulk-buying  argument,  howev- 
er, leaves  the  drug  companies  open  to 
the  health  maintenance  organiza- 
tions. Like  the  hospitals,  the  hmos 


buy  in  bulk.  But  they,  like  the  states, 
have  trouble  wringing  price  conces- 
sions from  drugmakers. 

Now  the  hmos  are  getting  tough. 
Kaiser  Permanente's  2.3-million- 
member  northern  California  region 
has  a  formulary  (which  doctors  are 
encouraged  but  not  required  to  use) 
that  favors  generics  and  promotes  the 
use  of  the  cheaper  of  therapeutically 
equivalent  drugs.  This  year  Kaiser 
even  banned  drug  company  salesmen 
from  pitching  nonformulary  drugs  to 
Kaiser  doctors  on  Kaiser  premises. 

On  yet  another  front,  the  conven- 
tional insurance  plans  have  their  own 
ways  of  encouraging  the  use  of  gener- 
ics. Example:  Pacific  Mutual  Life  In- 
surance Co.'s  employee 
benefits  division  has  en- 
rolled 6,000  small  busi- 
nesses in  a  plan  where  pa- 
tients must  pay  30%  of 
their  drug  bill  if  they  don't 
use  a  generic.  The  result: 
About  29%  of  prescrip- 
tions are  generics,  up  from 
16%  when  the  plan  had 
only  a  $3  extra  charge  for 
brand  names. 

The  scope  for  savings  is 
enormous.  Stephen 

Schondelmeyer,  director 
of  Purdue  University's 
Pharmaceutical  Econom- 
ics Research  Center,  fig- 
ures generic  drugmakers' 
could  triple  their  current 
18%-to-20%  share  of  pre- 
scriptions if  they  captured 
the  entire  off-patent  mar- 
ket. Faced  with  the  pros- 
pects of  such  massive  loss 
of  market  share,  forward- 
looking  name-brand  drug 
producers  will  probably 
start  rethinking  their 
strategy  of  refusing  to 
compete  on  price. 
Ironically,  the  pending 
repeal  of  the  Medicare  drug  benefit 
has  increased  pressure  on  employers 
to  crack  down  on  drug  costs.  Drugs 
account  for  30%  to  40%  of  employers' 
costs  for  health  benefits  for  retirees 
over  65.  American  business,  facing  a 
bill  of  at  least  $200  billion  for  retiree 
benefits  it's  already  promised,  would 
have  gotten  a  break  from  the  Medi- 
care expansion.  Predicts  Purdue's 
Schondelmeyer:  "It's  going  to  be  the 
drug  companies'  corporate  colleagues 
that  ultimately  deal  with  them." 

Drug  companies  aren't  likely  to 
face  outright  price  controls  on  their 
products  in  the  U.S  soon.  But  it  is 
clear  that  politics  and  cost  control 
pressures  will  be  playing  a  bigger 
role  in  pharmaceutical  pricing.  ■ 
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For  nearly  three  decades,  market  forces 
have  been  banned  from  the  international 
coffee  trade.  The  ban  has  ended. 

Another  cartel 
bites  the  dust 


By  Peter  Fuhrman 


T|  he  International  Coffee  Or- 
ganization, the  72-nation  cartel 
that  set  coffee  prices  for  more 
than  27  years,  died  officially  this  sum- 
mer, strangled  by  market  forces.  An- 
ticipating the  deed,  composite  world 
wholesale  coffee  bean  prices  began 
falling  in  May  and  have  tumbled  by 
45%  since  the  start  of  the  year,  to  70 
cents  a  pound.  That's  the  lowest  level, 
in  inflation-adjusted  terms,  since  the 
Depression. 

In  late  September,  a 
last-ditch  effort  to  resus- 
citate the  cartel  failed. 
This  means  wholesale 
prices  probably  will  head 
even  lower  in  the  next  6 
to  12  months,  as  abun- 
dant autumn  harvests 
add  to  the  glut  of  coffee 
on  world  markets. 

Coffee  consumers  in 
the  U.S.,  however,  have 
a  rude  surprise  in  store. 
On  grocery  store 
shelves,  coffee  prices 
have  actually  crept  up  by 
12%  during  the  first 
eight  months  of  the  year, 
horn  an  average  $2.68  a 
pound  to  $3.01.  The 
large  coffee  roasters,  in- 
cluding Nestle,  which 
markets  Hills  .Brothers, 
and  mje,  Philip  Morris' 
Kraft  General  Foods  sub- 
sidiary, which  sells  Max- 
well House  and  Brim, 
and  Procter  &.  Gamble, 
which  makes  Folgers, 
are  all  profiting  quite 
handsomely. 

And  they  make  no 
apologies.  Explains  Fran- 


cois Perroud  of  Nestle  S.A.,  "There's 
been  a  price  war  in  the  U.S.  over  the 
last  few  years,  as  coffee  companies 
fought  to  hold  their  share  of  a  declin- 
ing market.  There's  an  attempt  now 
to  restore  margins." 

For  Brazil,  Colombia,  Mexico,  Ivory 
Coast  and  other  major  coffee-growing 
countries,  the  effect  on  their  already 
troubled  economies  will  be  severe. 
With  the  death  of  the  coffee  cartel, 
sales  by  coffee-producing  countries 
will  be  at  least  $5  billion  lower  this 


year  than  last.  Wails  Jorio  Dauster, 
president  of  the  Brazilian  Coffee  Insti- 
tute, the  government  agency  that  sets 
policy  in  the  world's  largest 
coffee-producing  country:  "Tremen- 
dous profits  are  being  made  on  our 
tragedy." 

Well,  yes  and  no.  What's  really  hap- 
pening is  simply  that  the  artificially 
high  profits  created  and  sustained  by 
the  cartel  are  shifting.  They  are  mov- 
ing from  the  producing  countries' 
governments  to  Nestle,  Philip  Morris 
and  the  other  roasting  and  packaging 
companies. 

The  International  Coffee  Organiza- 
tion began  life  in  1962  as  one  of  the 
initiatives  launched  under  President 
John  F.  Kennedy's  Alliance  for  Prog- 
ress. The  idea  was  to  help  the  produc- 
ing nations  by  stabilizing  coffee's 
price  and  supply.  The  ice  regulated 
coffee  prices  by  assigning  export  quo- 
tas to  each  of  the  50  coffee-producing 
member  nations. 

It  was  cumbersome  and  smacked  of 
Soviet-style  central  planning  at  its 
most  senseless.  But  seven  successive 
U.S.  administrations  went  along  with 
the  cartel  as  a  useful  way  to  guarantee 
both  a  minimum  income  for  poor 
farmers  and  a  steady  supply  of  coffee 
for  the  U.S  market.  In  the  end,  Ameri- 
cans were  paying  steep  premiums  for 
coffee  beans  made  scarce 
and  expensive  by  quotas. 
Some  of  the  money 
did  go  to  coffee  farmers. 
But  most  was  claimed  by 
the  coffee  bureaucrats. 
Governments  in  most 
coffee-producing  coun- 
tries would  force  grow- 
ers to  sell  their  coffee  to 
the  state  for  30%  to  60% 
below  the  cartel's  world 
market  price.  The  politi- 
cians would  then  use 
money  earned  from  cof- 
fee sales  abroad  for  pub- 
lic works,  or  however 
they  saw  fit. 

To  increase  the  gov- 
ernment take,  politi- 
cians encouraged  their 
farmers  to  grow  more 
coffee.  The  farmers 
went  along.  Even  at  the 
stunted  prices  offered 
by  the  state,  coffee  still 
provided  a  better  return 
than  other  cash  crops. 
From  1979  world  output 
grew  by  21%,  to  12.5 
billion  pounds  a  year.  A 
coffee  glut  was  in  the 
making. 
As        the        Eighties 
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dawned,  consumers  in  the  U.S.  and 
other  developed  countries  were 
drinking  less  coffee.  Tastes,  too, 
changed  as  the  preferred  beans  in  the 
U.S.  became  the  milder,  higher-qual- 
ity Arabica  strains  grown  predomi- 
nately in  Central  America  and  Mexi- 
co. But  thanks  to  the  cartel,  the 
availability  of  these  coffees  was  lim- 
ited. The  quota  system  gave  a  large 
fixed  market  share  to  the  Robusta 
beans  grown  by  Brazil  and  the  Afri- 
can countries. 

Market  forces,  operating  through 
nonmarket  economies,  began  sorting 
out  the  imbalances.  Growers  of  the 
desirable  and  plentiful  Arabica  beans 
began  exporting  them  freely  to  East- 
ern European  countries.  The  Eastern 
Europeans  weren't  members  of  the 
cartel.  They  could  buy  what  beans 
they  wanted,  at  prices  up  to  50%  be- 
low that  paid  by  the  U.S.  and  other 
members. 

The  U.S.  cried  foul. 

On  July  3  the  quota  system  finally 
broke  down.  When  the  International 
Coffee  Organization  met  in  London 
in  late  September,  U.S.  representa- 
tives resisted  calls  to  immediately 
reinstate    the    cartel's    quotas.    No 


Profitable  brew 


While  wholesale  coffee  prices 
have  plunged,  supermarket 
prices  are  still  perking. 
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new  agreement  on  coffee  prices  is 
likely  to  be  negotiated  and  ratified 
before  1991. 

Coffee  prices  remain  intensely  po- 
litical, and  the  U.S.  may  change  its 
mind  and  back  away  from  its  free 
market  stand.  In  Colombia,  the 
world's  number  two  coffee  producer, 
President  Virgilio  Barco  is  warning 
that  the  end  of  supported  coffee  prices 
means  less  money  for  his  govern- 
ment's war  on  drugs.  Colombia  has 
relied  on  coffee  for  40%  of  its  legal 
export  earnings.  This  year,  those  earn- 
ings will  fall  by  as  much  as  $500  mil- 
lion. Barco,  therefore,  is  pressing  the 
Bush  Administration  to  revive  the 
price-fixing  agreement.  Complicating 
the  issue,  however,  are  recent  reports 
that  Colombia's  drug  lords  now  own 
or  control  around  10%  of  the  coun- 
try's coffee  crop. 

Awaiting  a  verdict  too:  Will  U.S. 
coffee  drinkers  get  a  price  reduction? 
Yes,  most  likely,  but  it  will  be  small 
and  slow  in  coming.  Nestle  and  Kraft 
General  Foods  did  cut  their  suggested 
retail  prices  by  7%  recently,  but  it 
will  take  six  months  or  so  for  that 
change  to  work  its  way  through  to 
grocery  store  shelves.  ■ 


The  storyi  of  how  Ronald  O.  Perelman 
turned  a  $2  million  cash  investment  into 
$780  million,  and  how  a  Delaware  judge 
could  force  him  to  give  most  of  it  back 

Ron  Perelman's 
$640  million 
unsure  thing 


By  Ralph  King  Jr. 


One  of  the  decade's  great  busi- 
ness coups  was  Ronald  O.  Per- 
elman's  acquisition  and  resale 
of  Technicolor,  Inc.,  the  leading  pro- 
n  of  film  for  Hollywood  studios 
and  .i  duplicator  of  videocassettcs    In 
I.inu.u  v  1983  Mac  Andrews  &  Forbes 
Group,  then  publicly  owned  but  con- 
trolled  by  Perelman,  paid  $125  mil- 
)l   Technicolor.  Of  the  purchase 
$2  million  was  in  cash;  the  test 
ro    ed. 
in  extraordinary  bargain  that 


would  not  be  shared  with  Perelman's 
public  shareholders.  Four  months  af- 
ter the  Technicolor  deal  closed,  Perel- 
man announced  he  was  taking  Mac- 
Andrews  &  Forbes  private.  This 
meant  that  the  winnings  from  the 
Technicolor  coup  would  be  his  alone 
when  he  sold  the  company — which  he 
did  in  September  1988.  On  the  sale,  he 
collected  $780  million,  in  cash,  from 
U.K.-based  Carlton  Communica- 
tions. By  that  time  Technicolor  had 
paid  down  its  entire  debt  and  even 
made  a  couple  of  acquisitions.  In  less 
than  six  years  Perelman  took  a  stag- 


gering $778  million  gain  on  his  $2 
million  equity  investment.  The  Tech- 
nicolor coup  is  an  important  reason 
Perelman,  only  46,  is  now  among  the 
wealthiest  Americans,  with  a  net 
worth  estimated  at  $2.75  billion. 

Yet  there  is  now  a  chance  that  Per- 
elman may  be  forced  to  disgorge  most 
of  his  Technicolor  profit.  A  lawsuit, 
set  to  go  to  trial  in  Delaware  Chan- 
cery Court  in  mid-October,  alleges 
that  the  1983  sale  of  Technicolor  in- 
volved unfair  dealing,  breach  of  fidu- 
ciary duty  and  fraud,  by  Perelman  and 
his  codefendants,  including  two  of  the 
companies  he  controlled  and  most  of 
the  directors  of  Technicolor. 

In  a  recent  statement  to  Forbes, 
Perelman's  representative  called  the 
charges  "baseless  and  unproven.  ...  It 
would  be  grossly  negligent  to  indi- 
cate .  .  .  [the  plaintiff's]  claims  have  a 
basis  in  fact." 

The  plaintiff  in  the  case  is  former 
Technicolor  shareholder  Cinerama, 
Inc.  Cinerama,  which  refused  to  com- 
ment on  the  case,  is  suing  for  so- 
called  recissory  damages.  If  Cinerama 
can  prove  its  charges,  Perelman  and 
his  codefendants  could  be  forced  to 
pay  Cinerama  its  share  of  Technicol- 
or's peak  value  since  1982.  Cinerama 
owned  just  4.5%  of  Technicolor's 
stock  at  the  time  of  the  1982  tender 
offer,-  its  proportional  share  of  Techni- 
color's subsequent  $780  million  value 
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x>mes  out  to  around  $35  million. 

That  $35  million  is  the  amount  im- 
mediately at  stake  in  the  trial  that  is 
ibout  to  begin.  But  Perelman  and  his 
;odefendants  could  lose  much  more 
iian  that.  If  Cinerama  wins  (or  until  a 
/erdict  is  reached),  there  is  nothing  to 
itop  other  former  Technicolor  stock- 
lolders  from  seeking  similar  redress. 
^Jotes  a  prominent  Delaware  attor- 
ley:  "They  [the  former  shareholders] 
.vould  follow  what  was  rightfully 
:heirs  into  the  pockets  of  those  that 
;ot  it." 

How  much  is  at  stake?  At  the  time 
)f  the  tender  offer,  Perelman  and 
Technicolor's  directors  owned  about 
18%  of  the  company;  they  would  not 
ikely  sue  themselves.  Take  out  their 
•hare,  and  the  potential  claim  on  Per- 
ilman  and  the  former  directors  comes 
o  around  $640  million. 

Perelman  is  a  tough  litigant.  But  in 
Delaware  Chancery  Court  he  will 
ace  an  able  opponent.  Cinerama, 
vhich  tried  and  failed  to  popu- 
arize  wide-screen  movies  in  the 
:arly  1960s,  is  now  an  invest- 
nent  shell  owned  by  Michael 
:orman.  Forman,  54,  is  heir  to 
he  Los  Angeles-based  Pacific 
rheatres  drive-in  chain  and  a 
ortune  of  nearly  $500  million, 
vlanaging  Cinerama  for  him  is 
lis  longtime  associate  James 
Totter,  a  shrewd  greenmailer 
vho  loves  nothing  more  than  a 
;ood  legal  brawl  (Forbes,  Mar. 
>].  Already,  6V2  years  of  wran- 
;ling  between  Perelman  and 
hotter  have  produced  legal  doc- 
imentation  of  some  200,000 
>ages.  The  legal  cost  to  each 
ide  so  far  probably  exceeds  $5 
trillion. 

Whichever  side  wins,  what 
merges  from  hundreds  of  pages 
»f  sworn  depositions  obtained 
iy  Forbes  from  the  Delaware 
ourt  are  previously  unpub- 
ished  and  fascinating  details  of 
iow  one  of  the  most  lucrative 
cquisitions  in  U.S.  corporate 
dstory  was  accomplished. 

Under  questioning  by  Cinera- 
aa's  lawyers,  for  example,  Mor- 
on Kamerman,   Technicolor's 
:  hairman       when       Perelman 
ought  the  company,  concedes 
hat   he    paid    little    attention 
/hen  Goldman,  Sachs,  after  a 
irief  analysis,  declared  the  Per- 
jlman   offer  fair— but   advised 
aat  Technicolor's  management 
ould  buy  the  company  at  an 
ven  higher  price  in  a  leveraged 
!  uyout.  Kamerman  says  that  he 

riefly  considered  the  idea,  but 
ben  rejected  it  and  decided  not 


to  tell  his  board  of  directors  of  the 
possibility.  Instead,  Kamerman  read- 
ied the  offer  for  board  approval — com- 
plete with  an  agreement  that  would 
effectively  thwart  competing  bids — 
within  25  days  of  his  first-ever  meet- 
ing with  Perelman. 

Testimony  from  both  sides,  as  dis- 
closed in  the  depositions,  throws  light 
on  the  care  and  cunning  with  which 
Perelman  stalked  Technicolor.  In 
dealing  with  Kamerman,  for  example, 
he  made  several  rather  modest  finan- 
cial offers.  Perelman  was  glad  to  time 
the  deal  to  minimize  the  tax  exposure 
of  Kamerman's  15,000  stock  options, 
according  to  Kamerman's  deposition. 
He  approved  a  $50,000  increase  in  Ka- 
merman's consulting  fees  during  the 
last  five  years  of  his  contract.  He  led 
Kamerman,  who  was  55  at  the  time  of 
the  takeover,  to  think  he  would  con- 
tinue to  run  the  company.  Perelman 
admits  in  deposition  that  he  promised 
Kamerman  a  seat  on  the  board  of  Mac- 


Ronald  Perelman 
Calling  the  claims 


'baseless  and  unproven 


Andrews  &  Forbes. 

Another  Perelman  ally  and  benefi- 
ciary enters  the  picture:  Fred  Sullivan, 
who  for  years  ran  the  Kidde,  Inc.  con- 
glomerate and  was  a  Technicolor 
board  member.  Via  his  investment 
banker  Bear,  Stearns,  Perelman  had 
asked  Sullivan  to  arrange  his  first 
meeting  with  Kamerman.  Perelman 
must  have  assumed,  and  rightly  so, 
that  Kamerman  would  rely  heavily  on 
the  counsel  of  Sullivan — an  East 
Coast  man  experienced  in  the  ways  of 
takeovers — in  such  matters. 

Sullivan's  fee  for  introducing  Perel- 
man to  Kamerman  was  $150,000. 
Originally,  this  finder's  fee  was  to 
have  been  paid  by  Bear,  Stearns  out  of 
its  $500,000  fee  from  MacAndrews  & 
Forbes.  On  the  eve  of  Technicolor's 
approval  of  Perelman's  tender  offer, 
however,  representatives  from  both 
sides  decided  that  Technicolor  itself 
should  pay  Sullivan's  $150,000 
finder's  fee.  Sullivan,  too,  was  prom- 
ised a  seat  on  the  MacAndrews 
&.  Forbes  board. 

Through  a  spokesman,  Perel- 
man told  Forbes  that  no  person- 
al inducements  were  offered 
and  no  private  promises  made 
to  any  Technicolor  director.  But 
asked  specifically  about  the  Sul- 
livan fee,  Perelman's  spokes- 
man explained  that  Sullivan 
"was  entitled  to  some  compen- 
sation for  his  effort  and  ad- 
vice. .  .  .  The  source  of  the  pay- 
ment was  irrelevant." 

If  Sullivan's  finder's  fee  raised 
eyebrows,  so  too  did  Sullivan's 
purchase  of  1,000  shares  of 
Technicolor  stock  upon  learn- 
ing that  Perelman  was  interest- 
ed in  Technicolor,  according  to 
court  filings.  Following  a  Secu- 
rities &.  Exchange  Commission 
investigation,  Sullivan  agreed  to 
forfeit  his  gain  on  the  shares  in 
early  1983. 

Perelman  wanted  as  many  al- 
lies inside  Technicolor  as  possi- 
ble. Without  telling  Kamerman, 
he  opened  a  line  of  communica- 
tion to  Arthur  Ryan,  Technicol- 
or's president  and  a  board  mem- 
ber— and  an  enemy  of  Kam- 
erman's. Perelman  com- 
municated with  Ryan  through 
Perelman's  friend  Martin  Davis, 
now  Paramount  Communica- 
tions' chairman.  Ryan  had 
worked  under  Davis  at  Para- 
mount Pictures.  At  Technicol- 
or, things  were  not  going  well 
for  him.  Ryan  was  not  on  speak- 
ing terms  with  Kamerman,  as 
both  men  later  testified.  Kamer- 
man mistrusted  Ryan  and  had 
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recently  withdrawn  much  of  his  deci- 
sion-making authority.  Davis  gave 
Ryan  reason  to  believe  that  his  future 
would  brighten  under  Perelman,  ac- 
cording to  Ryan's  deposition.  (Sure 
enough,  one  month  after  Technicolor 
shareholders  approved  the  Perelman 
offer,  Perelman  fired  Kamerman  and 
put  Ryan  in  charge.) 

Similar  allegations  of  strenuous 
courting  would  surface  again  in  Perel- 
man's  successful  campaign  for  Rev- 
Ion.  Michel  Bergerac,  former  chair- 
man of  Revlon,  tells  Forbes  that  in  a 
private  meeting  in  1985,  when  Perel- 
man was  stalking  Revlon,  Perelman 
made  an  unsolicited  offer  to  Bergerac 
to  honor  his  existing  $  1 5  million  gold- 
en parachute  and  allow  Bergerac  to 
remain  as  chief  executive  once  he, 
Perelman,  controlled  Revlon.  Berger- 
ac's  response?  "I  told  him  to  take  a 
flying  [expletive  deleted]  at  the  moon. 
I  don't  like  being  bribed  or  people 
trying  to  bribe  me."  Perelman, 
through  his  spokesman,  denies  that 
he  made  Bergerac  any  such  offer. 

Back  to  Technicolor:  Af- 
ter much  effort,  Perelman 
could  count  on  the  support 
of  Technicolor  directors 
Kamerman,  Sullivan  and 
Ryan.  But  he  needed  the 
vote  of  the  full  nine-mem- 
ber board.  To  prevent  hos- 
tile raids,  the  firm  had 
adopted  a  measure  requir- 
ing either  95%  approval  by 
shareholders  or  unanimous 
consent  by  the  board. 

On  the  morning  of  Oct.  29,  1982 
Technicolor's  directors  met  in  a  con- 
ference room  in  the  offices  of  the  Wall 
Street  law  firm  Debevoise  &  Plimp- 
ton. A  dozen  lawyers  and  investment 
bankers  were  there.  Perelman  was  not 
present  in  the  conference  room;  he 
says  he  was  a  few  blocks  away.  One 
director's  testimony  suggests  he  was 
in  a  room  down  the  hall.  According  to 
court  filings,  Kamerman  urged  the 
board  to  approve  the  deal  after  a  pre- 
sentation lasting  about  two  hours,  in- 
cluding some  15  minutes  to  read 
Goldman,  Sachs'  75-page  report. 

Here  was  perhaps  the  most  impor- 
tant decision  about  Technicolor  the 
nine  directors  had  ever  faced.  Accord- 
ing to  Cinerama's  lawsuit,  three  of 
these  directors  (Kamerman,  Ryan  and 
Sullivan)  had  financial  or  professional 
conflicts  of  interest,  yet  none  disqual- 
ified himself  to  vote.  Three  others 
were  prepared  to  accept  Kamerman's 
recommendation;  this  group  included 
thu    company's    largest   shareholder, 
Workman.  And  the  three  remain- 
:ors  had  heard  nothing  about 
'  •  until  the  meeting  itself. 


The  Perelman  offer  was  presented 
to  the  directors  by  Kamerman  and  his 
advisers  as  essentially  a  fait  accompli, 
according  to  the  deposition  of  one  of 
the  directors  who  had  heard  nothing 
about  it.  All  the  formal  documents 
relating  to  the  sale  were  ready  and 
waiting  for  signatures.  The  directors 
were  given  copies  of  a  press  release 
announcing  their  approval  of  the  deal 
and  dated  that  day. 

One  by  one,  around  the  conference 
table,  each  director  gave  his  consent. 
It  was  not  a  formal  vote  in  which 
ballots  were  cast  or  hands  raised,  but 
rather  a  chance  for  the  directors  indi- 
vidually to  express  their  views.  At  last 
it  was  the  turn  of  the  ninth  director, 
Charles  Simone,  to  speak.  Simone, 
then  79,  likes  to  think  for  himself.  A 
resident  of  Long  Island,  he  is  a  private 
U.S.  businessman  who  was  inducted 
into  the  French  Legion  of  Honor  for 
his  efforts  to  aid  in  the  post-World 
War  II  reconstruction  of  France. 

According  to  his  deposition,  Si- 
mone made  it  clear  that  he  objected  to 
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Former  Technicolor  directors  Kamerman,  Sullivan  and  Ryan 
They  "felt  it  was  a  private  company,  owned  by  them.' 


the  sale.  Simone's  opposition,  Kamer- 
man later  testified,  was  the  one  "dra- 
matic" moment  of  the  entire  meet- 
ing. If  Perelman  was  listening  to  the 
proceedings  from  his  alleged  perch 
nearby,  his  blood  must  have  run  cold. 

Simone  told  the  meeting  that  he 
felt  the  company  should  make  some 
attempt  to  look  for  other  bidders.  Lat- 
er, in  his  deposition,  Simone  ex- 
plained that  he  was  furious  that  he 
had  been  kept  in  the  dark  until  the 
last  moment,  and  appalled  that  out- 
siders, "total  strangers"  to  him,  were 
present  throughout  the  important 
meeting.  Further,  he  felt  that  Sulli- 
van's $150,000  finder's  fee  was  totally 
improper;  as  chairman  of  the  Techni- 
color board's  compensation  commit- 
tee, he,  Simone,  had  not  been  consult- 
ed about  the  fee.  The  Debevoise  attor- 
ney presiding  over  the  meeting  turned 
"white  as  a  ghost,"  Simone  testified, 
and  "shut  off"  his  objections.  The 
meeting  was  quickly  adjourned. 

What  happened  next,  according  to 
Simone's  testimony,  is  the  stuff  of 
high  Broadway.  As  soon  as  the  meet- 
ing was  adjourned,  Perelman  and  his 


colleagues  burst  into  the  room.  Arms 
raised,  fists  clenched,  Perelman  pa- 1 
raded  around  the  table,  Simone  testi-  | 
fied,  congratulating  each  director  and 
inviting  them  all  to  a  celebration 
lunch  at  the  expensive  Le  Perigord 
East,  on  East  52nd  Street. 

A  "disgusted"  Simone  refused  to 
shake  Perelman's  hand  and  hurriedly  I 
departed.  "I  had  only  one  thing  in  my 
mind  .  .  .  this  whole  thing  was  not 
right,"  Simone  later  testified.  "I'm 
still  flabbergasted  all  the  other  eight 
members  went  along.  .  .  .  [They]  felt  it 
was  a  private  company  owned  by 
them  and  they  could  do  anything  they 
wanted.  ...  I  feel  that  a  crooked  deal 
has  been  done." 

Was  a  Perelman  surprise  entry  ap- 
propriate? Perelman's  office  says  only 
that  MacAndrews  &  Forbes  had  "ev- 
ery reason  to  believe"  that  the  Tech- 
nicolor board  had  unanimously  ac- 
cepted its  offer.  Technicolor  hastily 
issued  the  press  release  announcing 
the  board's  "unanimous"  approval  of 
the  tender  offer  to  the  media. 

At  least  one  director  be- 
sides Simone  apparently 
came  to  regret  what  had 
happened  at  the  meeting.  In 
1987,  nearly  five  years  after 
the  meeting,  director  and 
major  shareholder  Guy 
Bjorkman  paid  a  call  on 
Charles  Simone.  According 
to  Simone's  deposition! 
"He  [Bjorkman]  was  trem- 
bling, shaking,  with  practi- 
cally tears  in  his  eyes,  and 
said,  'Charles,  are  you  angry  with  me? 
I  am  so  sorry.'  I  said,  'Look  .  .  .  let's 
talk  about  anything  but  Technii 
color.'  "  Bjorkman  was  unavailable 
for  comment. 

Here's  what  has  since  happened  tc 
some  of  Technicolor's  other  directors! 
Testifying  that  the  honeymoon  bej 
tween  him  and  Perelman  "lasted 
about  20  minutes"  after  PerelmarJ 
took  over,  Kamerman  retired  to  a  Caj 
ribbean  island,  and  will  collecj 
$12,500  a  month  (it  was  $35,500  untij 
last  year)  in  "consultant"  fees  fror 
Technicolor  until  1993.  Ryan,  no\ 
living  in  Beverly  Hills,  has  earned 
over  $1  million  annually  since  1986J 
about  double  his  1982  compensatior 
and  is  still  chairman  of  Technicolor] 
Sullivan,  who  later  lost  Kidde  in 
takeover,  has  served  on  the  boards 
numerous  Perelman  companies  (ci 
rently  Revlon  Group  and  Revlor 
Inc.),  from  which  he  has  earned  fees  i 
$325,000  since  1984.  Technicolol 
eventually  covered  Sullivan's  $50,00' 
legal  fees  incurred  during  the  sec  ir 
vestigation  into  his  purchase  of  th 
1,000  Technicolor  shares. 
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Chrysler's  NewTown  &  Country 
The  First  Luxury  Minivan. 

What  good  is  having  more  leather  than  a  limousine, 
if  it  doesn't  have  engineering  we  can  guarantee  for  7  years  or  70,000  miles?' 


It  stands  to  reason  that  the  creators  of 
e  first  minivan  should  take  the  next 
olutionary  step:  the  first  true  luxury 
inivan. 

And  it  is  an  impressive  step.  Seats 
th  an  abundance  of  soft  gathered 
ither.  Air  conditioning,  front  and  rear, 
/erhead  console  with  compass  and  out- 


side temperature  readout.  Infinity  II 
Sound  System.  And  more.  All  standard, 
of  course. 

But  Chrysler  engineers  believe  the 
essence  of  luxury  is  advanced  engineer- 
ing. And  Town  &  Country  does  not  dis- 
appoint. A  new  3.3-liter,  multi-point  fuel- 
injected  V-6**  that  delivers  90%  of  its  full 
torque  at  just  1,600  rpm. 
In  plain  prose... when 
you  step  on  the  gas, 
it  goes. 


And  Ultradrive.  Without  question,  the 
world's  most  advanced  transmission. 
Ultradrive  constantly  adjusts  to  changes  in 
speed  and  road  conditions  over  140  times 
a  second -shifting  into  precisely  the  right 
gear  at  precisely  the  right  moment.  The 
result  is  a  remarkably  smooth  ride  and  im- 
proved fuel  efficiency. 

Town  &  Country  offers  you  another 
aspect  of  luxury.  Engineering  confidence. 
Its  powertrain  is  backed  by  the  longest 
minivan  warranty  in  the  industry:  7  years 
or  70,000  miles. 

Chrysler's  new  Town  &  Country. 
America's  first  and  most  luxurious  minivan. 

7/TO 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler-Plymouth  Dealer. 


Chrysler 


There  Is  No  Luxury  VWthout  Engineering. 

*Covers  engine,  powertrain  and  against  outerbody  rust-through.  See  limited  warranty  and  its  restrictions  at  dealer, 
r  "3.3-Hter  V-6  engine  in  production  after  July  '89.  (3.0L  V-6  Mitsubishi  engine  in  earlier  models.) 


What  happens  next  in  this  story 
depends  largely  on  William  Allen,  the 
Delaware  judge  who  chased  Para- 
mount away  from  Time.  In  its  suit, 
Cinerama  is  in  essence  asking  the 
court  to  find  that  Technicolor  was 
sold  to  Perelman  fraudulently,  and 
Technicolor's  directors  had  an  obliga- 
tion to  seek  higher  bids. 


It  is  a  complex  case  and  there  is 
no  way  of  predicting  where  it  will 
all  come  out.  But  with  so  much 
money  at  stake,  Perelman  must 
squirm  when  he  is  reminded  of  an 
earlier  decision  involving  Revlon.  In 
1985  the  Delaware  Supreme  Court 
ruled  that  once  directors  recognize 
their  company  is  for  sale,  they  are 


duty-bound  to  take  steps  to  get  the 
highest  possible  price.  The  land- 
mark decision  invalidated  an  agree- 
ment Revlon  had  made  with  a 
friendly  suitor,  and  enabled  Perel- 
man to  snatch  the  prize.  The  $640 
million  question:  Will  that  decision 
now  come  back  to  shear  Perelman 
of  his  Technicolor  gain?  ■ 


After  developing  Bostons  Faneuil  Hall 
and  Baltimore's  waterfront,  Rouse  Co.  has 
slipped.  Asset  values  look  overinflated; 
many  properties  are  unprofitable. 


Mailed 


By  Tatiana  Pouschine 


ROUSE  Co.  MADE  A  NAME  for  it- 
Self  in  the  1970s  developing 
showcase  retail  centers  at  Bos- 
ton's Faneuil  Hall  and  along  Balti- 
more's waterfront.  Today,  however, 
Rouse's  future  is  cloudy,  and  its 
shares,  recently  trading  over-the- 
counter  at  around  29,  look  to  be  seri- 
ously overvalued. 

While  some  of  Rouse's  early  devel- 
opments are  cash  cows,  later  efforts, 
such  as  South  Street  Seaport  in  Man- 
hattan, Riverwalk  in  New  Orleans 
and  Bayside  in  Miami,  lose  money. 
What's  more,  Rouse  values  its  equity 
at  $1.5  billion,  but  an  analysis  by 
Forbes  suggests  it  may  actually  be 
worth  only  $1  billion. 

Yet  the  stock  market  seems  to  give 
Rouse  special  treatment.  The  com- 
pany's shares  trade  at  an  astonishing 
level  considering  that  the  true  operat- 
ing cash  flow  is  negative. 

Earnings  don't  matter,  argues  Ma- 
thias  DeVito,  the  man  who  took  over 
as  chairman  in  1984  when  founder 
Jim  Rouse  retired.  Says  DeVito,  "It's 
wrong  to  look  to  us  as  a  manufactur- 
ing company  or  as  something  that 
captures  a  market  and  continues  to 
increase  sales  and  profitability.  We're 
n  illy  looking  at  creating  assets." 

But  evaluating  Rouse's  assets  is  no 

easy  task.  In  its  annual  report,  the 

company  discloses  something  called 

"shareholders'  equity-current   value 

"  Many  of  the  company's  inves- 


tors say  this  is  a  good  proxy  for  the 
firm's  breakup  value,  although  man- 
agement contends  it  is  well  below 
breakup  value.  Last  year  reported  cur- 
rent value  per  share  was  a  hefty 
$30.65,  almost  double  the  $15.92  in 


Man  in  Simon 


Rouse  Chairman  Matbias  DeVito 

"We're  looking  at  creating  assets . 


1984.  Over  ten  years  current  value  per 
share  has  grown  annually  at  an  im- 
pressive compounded  20.4% . 

Nothing  is  wrong  with  Rouse's 
practice  of  providing  its  own  appraisal 
of  assets.  Properties  that  were  put  on 
the  books  in  1960,  for  example,  have 
almost  certainly  appreciated  consid- 
erably. But  the  gap  between  the  com- 
pany's technique  and  traditional  ac- 
counting methods  is  huge.  In  1988,  for 
example,  Rouse's  current  valuation 
indicates  shareholders'  equity  of  $1.5 
billion.  Using  traditional  accounting, 
equity  would  be  only  $68  million. 

To  derive  shareholders'  current 
value,  Rouse  estimates  the  present 
value  of  net  cash  flow  over  a  period 
of  up  to  10  or  11  years.  Thus,  man 
agement  must  estimate  sales  and  ex 
penses  for  each  Rouse  mall,  using 
historical  data  and  market  research. 
The  present  value  of  these  flows  can 
vary  considerably  according  to  the 
discount  rate  management  adopts. 
Traditional  accounting  would  re- 
quire managements  to  book  proper- 
ties at  the  cost  at  the  time,  capitalize 
any  improvements  and  depreciate 
them  each  year. 

Consider  an  actual  case.  In  1974 
Rouse  opened  Paramus  Park,  a  big 
enclosed  mall  in  New  Jersey  with) 
more  than  735,000  square  feet  of  to 
tal  selling  space.  But  Paramus  Parkl 
competes  against  seven  other  malls| 
in  the  vicinity,  including  the  recent 
ly  renovated  Garden  State  Plaza.  De 
spite  the  intense  competition,  Rousi 
figures  that  retail  sales  at  Paramu 
Park  will  grow  at  5.7%  on  averagi 
through    1999.    Yet    Paramus    Par] 
showed  a  sales  increase  of  only  0.6%| 
last  year. 

Anthony  Deering,  chief  financi; 
officer  of  Rouse,  calculates  that  th 
Paramus  Park  mall  has  a  current  val 
ue  of  $126  million,  or  $466  per  squan 
foot  of  leasable  retail  space — 270,01 
square  feet  in  all.  This,  too,  seems  oi 
the  high  side  at  a  time  when  institu 
tional  investors  are  routinely  payinj 
between  $120  and  $200  per  squan 
foot  for  retail  space  in  malls. 

Equally  curious,  Rouse's  shoppi 
malls  and  offices  are  shown  on  thi 
books  as  appreciating  smartly,  even  a: 
the  net  cash  flows  are  falling.  Roust 
has  been  selling  land  to  shore  up  casl 
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175  foreign  countries 
aren't  that  foreign  to  us. 


In  Bangkok,  our  drivers 
ride  scooters  to  speed  your 
packages  through  the  worst 
traffic  jams  in  the  Far  East. 

While  in  Venice,  certain 
addresses  reachable  only  via 
canal  are  served  by  custom- 
built  UPS  gondolas. 

No  one  said  it  would  be 
easy  to  build  a  global  delivery 
system  that  meets  UPS  stan- 
dards for  reliability  in  175 
countries  and  territories.  But 
that's  just  what  we've  done. 

With  our  Electronic  Cus- 
toms Pre- Alert  to  hurry  your 
delivery  across  international 
borders.  Computerized  track- 
ing along  the  way.  And  prices 
that  must  make  competitors 
wonder  how  on  earth  we  do  it. 

Suffice  to  say  that 
it's  a  little  bit  easier 
when  you  know  your 
way  around. 

VCe  run  the  tightest  ship  in 
the  shipping  business. 
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What  can  you  expect 

from  BellSouth    1 

beyond  the  South? 


Everything  you'd  expect 
from  a  leading  provider 

of  advanced  voice  and  data! 

communications  systems. 


From  its  strong  telecommuni 
cations  roots  in  the  South, 
BellSouth  is  now  able  to  provide 
businesses  and  organizations  acros 
the  country  with  sophisticated 
voice  and  data  communications 
systems  and  services. 

BellSouth  can  design,  install 
and  maintain  a  wide  range  of  tele- 
communications and  information 
systems.  And  because  BellSouth  of 
fers  products  and  services  from 
many  suppliers,  it  can  serve  cus- 
tomers objectively,  recommending 
the  best  solutions  to  their  needs. 

Marketing  organizations  are 
in  place  to  support  our  commit- 
ment to  responsive  customer 
service. 

When  it  comes  to  voice  and 
data  communications  systems, 
BellSouth  can  provide  the  solution 
you  have  a  right  to  expect  from  a 
leader. 

For  more  information  on 
BellSouth  call  1-800-522-2355. 


BELLSOUTH 


Evcrrthing  you  expect  from  a  leader." 


M  O  R  I  I    I     unuillSU    \  I   I  i>  N  s 


I  s  I  o  R  M  \  I  I  o  \    SYSTEMS 


4PUTERS 
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flow,  but  it  can't  continue  to  do  so. 
Last  year  net  cash  flow  from  opera- 
tions was  a  negative  $35.7  million, 
when  you  subtract  the  $56  million 
the  company  spent  on  mall  improve- 
ments. In  1987  that  number  was  nega- 
tive $3.4  million. 

DeVito  says  cash  flow  will  improve 
after  new  projects  are  established,  but 
that  is  far  from  guaranteed.  The 
growth  isn't  there  now.  Retailing  is 
flat  across  the  country  and  many  mar- 
kets are  saturated  with  malls. 


What  does  this  mean  for  Rouse's 
stock  price?  Nothing  good.  Since 
1984  Rouse's  shares  have  been  even 
more  buoyant  than  its  current  asset 
values,  compounding  as  of  December 
1978  at  an  impressive  24.4%  annual 
growth  rate.  But  as  the  growth  of 
asset  values  slows,  as  seems  inevita- 
ble, the  stock's  rise  will  likely  slow, 
too.  More  to  the  point,  if  the  asset 
value  proves  to  be  overstated,  the 
stock  will  nose-dive. 

There  may  be  a  floor  under  the 


stock.  For  one  likely  outcome  of  all 
this,  consider  that  23%  of  Rouse 
shares  are  owned  by  Trizec,  a  hold- 
ing company  controlled  by  Peter 
Bronfman,  the  Canadian  tycoon,  and 
the  Reichmann  brothers'  Olympia  & 
York.  There's  no  reason  the  Reich- 
manns  and  Bronfman  would  not  be 
tempted  by  some  of  Rouse's  assets. 
Trizec  has  agreed  to  notify  Rouse  six 
months  before  it  increases  its  stake. 
If  Rouse's  share  price  falls,  keep  your 
eye  on  Canada.  ■ 


As  an  airline  Braniff  hasn't  been  much  for 
years.  But  as  a  vehicle  for  generating  fee 
income  for  Wall  Street  and  various  insid- 
ers, it  has  been  a  great  success. 

Flying  first 
class  at  Braniff 


By  John  H.  Taylor 


P 

A     I'M.. 


oor  Braniff,  Inc.,  back  in 
bankruptcy.  But  weep  not  for 
Braniff's  top  management,  its 
largest  stockholders  and  its  invest- 
ment bankers.  They've  been  flying 
first  class  all  along,  at  the  expense  of 
Braniff  creditors  and  the  public  share- 
holders, who  own  20%  of  it. 

Braniff  was  last  in  Chapter  11  in 
1982,  after  a  disastrous  expansion 
plan  backfired  in  the  late  1970s.  In 
1983  Chicago's  Pritzker  family 
bought  Braniff  and  tried  valiantly  to 
revive  it,  to  no  avail. 

The  Pritzkers  sold  their  controlling 
interest  in  June  1988  to  Bia-Cor  Hold- 
ings. Bia-Cor,  a  Philadelphia-based 
company  controlled  by  wealthy  real 
estate  investors  Jeffrey  Chodorow  and 
Arthur  Cohen  (Forbes,  Oct.  16),  then 
offered  a  combination  of  stock  and 
cash  to  minority  shareholders  in  Oc- 
tober and  wound  up  owning  80%  of 
Braniff's  common  stock.  Total  pur- 
chase price,  about  $119  million.  Co- 
hen put  up  $5  million  (since  re- 
couped), as  did  Chodorow's  Core- 
Group.  The  rest  was  raised  from 
borrowing  and  selling  some  Braniff 
assets. 

From  the  start,  the  airline  began 


FORBES,  OCTOBER  30,  1989 


I'hil  Hulmts 


generating  significant  fees  for  its  own- 
ers. Chodorow,  39,  and  Cohen,  59, 
collected  $1  million,  for  example,  in 
connection  with  the  acquisition. 
Companies  they  controlled  also  re- 
ceived $100,000  a  month  for  consult- 
ing services.  Core  Leasing,  an  affiliate 
of  Bia-Cor,  leased  or  subleased  nine 
aging  airplanes  to  Braniff,  including 
some  planes  that  the  carrier  reported- 
ly did  not  want  but  was  forced  by  Bia- 
Cor  to  take. 

With  Braniff  in  Chapter  11,  Cohen 
and  Chodorow  decline  to  talk  about 
their  investment.  Cohen,  through  a 
publicist,  says  he's  merely  a  passive 
investor.  To  run  the  airline,  Cho- 
dorow and  Cohen  hired  three  well- 
regarded  former  executives  of  Pied- 
mont Aviation,  including  ex-chief  ex- 
ecutive William  McGee.  Chodorow 
and  McGee  quickly  launched  a  major 
expansion — a  strange  move  for  a  com- 
pany with  a  $25  million  working  capi- 
tal deficit.  Braniff  established  a  hub  in 
Kansas  City,  Mo.,  added  routes  and 
signed  agreements  to  lease  or  buy 
nearly  $2  billion  in  new  planes. 
"This  was  a  crapshoot,"  says 
Gerald  Gitner,  former  vice 
chairman  of  Pan  American 
World  Airways  and  now 
president  of  Atasco  usa, 
Inc.,  a  New  York-based  air- 
craft leasing  company.  "You 
had  a  company  ordering  bil- 
lions of  dollars  of  equipment 
whose  source  of  financing  was 
questionable  or  nonexistent." 
Leasing  planes  did,  however, 
generate  more  fees  for  the  insiders. 
Chodorow  and  Cohen's  Core  Leasing 
affiliate  received  $1.7  million  in  con- 
nection with  Braniff's  agreement  to 
lease  50  new  Airbus  A320s.  Ironical- 
ly, only  five  of  those  planes  were  ever 
delivered  before  Braniff  went  Chapter 
11.  Publicly,  McGee  predicted  repeat- 
edly that  Braniff  would  be  profitable 
in  1989.  But  the  chief  executive  of  a 
rival  airline  says  one  of  the  former 
Piedmont  executives  confided  in  him 
that  Braniff's  highly  leveraged  posi- 
tion made  it  doubtful  whether  the 
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if  you  dorft  have  anti-lock  brakes, 

Ultradrive  transmission,  a  driver 

air  bag  and  Crystal  Key,  the  best 

luxury  sedan  owner  care? 

Introducing  Chrysler  Fifth  Avenue. 

The  luxury  of  the  new  Chrysler       expensive  cars*  Available  Mark  Cross       controlled  air  conditioning. 

enue  impacts  every  sense.  Leg-        leather  and  a  power  driver's  seat  with  All  the  amenities  one  mi 

iound  in  many  larger,  more        memory.  Infinity  II  stereo.  Climate-       expect,  but  hardly  the  measure  oft 

titan  including  Cadillac  Brougham.  rSee  limited  warranties  and  restrictions  at  dealer.  Kxcludes  normal  maintenance,  adjustments  and  wear  items. 
Deductible  on  powertrain  aftei  r>  5Q  Warranty  comparison  vs.  '89 competition. 


r^     I 


iry.  For  Chrysler 
>ves...  there  is  no 
ry  without  engi- 
ing. 

Engineering... 
t  sence  of  luxury. 

Available  in  the 
a  Fifth  Avenue  is  an 
lanced  anti-lock 
rung  system.  It 
J|;es  the  maximum 
r<sure  that  can  be 
)!  ed  to  each  wheel 
i"  tut  causing  lockup,  helping  to  pre- 
Ji  skids  and  allowing  steering  control 
J  Ig  emergency  braking. 

."if th  Avenue  also  has  Ultradrive, 


Chrysler's  Crystal  Key  Program 

BASIC  CAR 
WARRANTY 
Covers  entire 

car  eicepl 
normal  upkeep 

DEDUCTIBLE 
MAJOR                 YOU  PAY 
COMPONENTS    i      FOR  REPAIR 
PROTECTION            ol  major 
components 

POWERTRAIN 

ENGINE 
PROTECTION 

OUTER  BODY 

RUST- 

THROUGH 

PROTECTION 

1990 

CHRYSLER 

NEW  YORKER 

FIFTH  AVENUE 

5  YEARS/ 
50.000 
MILES 

5  YEARS 
50.000 
MILES 

NONE 

7  YEARS 
70000 
MILES 

7  YEARS 
100.000 
MILES 

1989 

ROLLS  ROYCE 

CORNICHE 

3  YEARS- 
UNLIMITED 

3  YEARS 
UNLIMITED 

NONE 

3  YEARS 
UNLIMITED 

3  YEARS. 
UNLIMITED 

1989 

MERCEDES 

BENZ 
5*0  SEL 

4  YEARS 
50.000 
MILES 

4  YEARS 
50.000 
MILES 

NONE 

4  YEARS 
50,000 
MILES 

4  YEARS/ 
50.000 
MILES 

1989 

CADILLAC 

SEDAN 

OEVILLE 

4  YEARS/ 
50.000 
MILES 

4  YEARS/ 
50,000 
MILES 

$100  AFTER 

1  YR   12  000 

MILES 

4  YEARS 
50.000 
MILES 

6  YEARS 
100.000 
MILES 

1989 

LINCOLN 

CONTINENTAL 

1  YEAR/ 
12.000 
MILES 

6  YEARS 

60.000 
MILES 

$100  AFTER 

1  YR   12,000 

MILES 

6  YEARS 
60  000 
MILES 

6  YEARS/ 
100.000 
MILES 

tronically  controlled  four-speed  auto- 
matic transmission.  Ultradrive  senses 
and  adapts  to  changes  in  speed  and 
driving  situations,  shifting  into  the 
right  gear  at  precisely  the  right 


moment.  Result,  a  remarkably  smooth 
ride  and  impressive  fuel  efficiency. 

Safety  in  milliseconds. 

Chrysler  pioneered  the  extensive 
use  of  driver_air  bags,  and  they  are 


Driver-side  air  bag. 
Inflates  in  50  milliseconds. 


standard  on  Fifth  Avenue.  When  sen- 
sors detect  a  front-end  collision  of  over 
10  mph,  the  bag  inflates  to  protect  the 
driver's  head  and  chest. . .  in  about  half 
the  time  it  takes  to  blink  your  eye. 

Better  protection  than  Mercedes. 

Fifth  Avenue  comes  with  the  most 
comprehensive  protection  of  any  lux- 
ury sedan.  Crystal  Key  Owner  Care 
provides  coverage  from  bumper  to 
bumper  for  5  years  or  50,000  miles? 
Not  even  Rolls  Royce  or  Mercedes  can 
match  it.  Then  Chrysler's  7/70  war- 
ranty takes  over,  protecting  the 
power  train  for  up  to  7  years  or  70,000 
miles? 

The  new  Chrysler  New  Yorker 
Fifth  Avenue.  Driver-side  air  bag.  Anti- 
lock  brakes.  Ultradrive  transmission. 
Because  there's  more  to  luxury  than 
soft  leather  and  ample  legroom. 

7/TO 

For  information,  please  call 

1-800-4A-CHRYSLER 

Available  at  your  Chrysler- Plymouth  Dealer 

There  IsNo  Luxury 
\Jvithout  Engineering. 


expansion  would  work. 

There  were  strong  incentives  for 
the  new  managers  to  plow  ahead. 
McGee  was  given  a  $500,000  cash  bo- 
nus to  come  to  Braniff  in  mid-1988. 
He  apparently  received  another 
$350,000  bonus  in  June  and  is  sched- 
uled to  get  another  $350,000  next 
June.  He  has  a  five-year  contract,  pay- 
ing $425,000  for  the  first  three  years 
and  $475,000  for  the  last  two.  McGee 
was  also  given  a  7.5%  stake  in  Bia- 
Cor.  If  he  leaves  Braniff  after  five 
years,  McGee,  now  63,  gets  $150,000 
a  year  for  life. 

McGee's  top  lieutenants,  W.  How- 
ard Mackinnon  and  Richard  James, 
have  done  well,  too.  They  each  re- 
ceived $275,000  bonuses  to  come  to 
Braniff  and  were  to  receive  another 
$275,000  each  last  June,  according  to 
Braniff's  proxy  statement.  Both  have 
five-year  contracts,  paying  $200,000 
the  first  year  and  escalating  to 
$280,000  in  the  fifth  year.  Each  re- 
ceived a  2%  stake  in  Bia-Cor. 

The  expansion  plan  flew  quickly 


into  a  thunderstorm.  Braniff  lost  $21 
million  in  the  last  half  of  the  fiscal 
year  ended  Jan.  31,  1989  and  another 
$43  million  through  the  first  six 
months  of  the  current  fiscal  year.  By 
last  April  the  company  was  on  the 
edge  of  collapse. 

Braniff  called  on  its  investment 
bankers,  Drexel  Burnham  Lambert 
and  PaineWebber,  to  sell  $100  million 
in  senior  reset  notes.  Braniff  issued 
the  notes,  bearing  15%  interest,  for 
$91  million. 

Unfortunately,  very  little  of  the 
April  note  issue  proceeds  found  its 
way  into  Braniff's  working  capital.  In- 
stead, the  offering  seems  to  have  been 
designed  as  a  vehicle  to  allow  a  lot  of 
insiders  to  cash  out.  Fully  $62  million 
of  the  issue  was  used  to  pay  off  exist- 
ing debt  issued  earlier  in  the  year  to 
institutions  (including  more  than  $25 
million  to  Drexel  and  PaineWebber). 
Another  $16.3  million  of  the  April 
issue  was  used  to  pay  various  fees, 
including  about  $4  million  to  Drexel 
and  PaineWebber  and  $2.7  million  to 


companies  that  were  affiliated  with 
Cohen  and  Chodorow's  Bia-Cor  Hold- 
ings. In  the  end,  less  than  $13  million 
actually  made  it  back  to  the  airline's 
working  capital. 

Not  surprisingly,  the  bondholders 
took  a  bath  on  the  notes,  never  even 
collecting  the  first  interest  payment 
before  Braniff  filed  for  bankruptcy 
protection.  The  bonds  now  trade  for 
about  24  cents  on  the  dollar  with  very 
little  volume. 

When  Braniff  filed  for  bankruptcy 
in  Orlando  on  Sept.  28,  creditors  went 
scurrying  for  explanations  of  what 
went  wrong.  McGee  attributed  Bran- 
iff's problems  to  the  lack  of  a  sophisti- 
cated computer  reservation  system, 
elaborate  frequent  flyer  programs  or 
other  services  that  the  major  carriers 
provide. 

But  the  real  point  is  this:  Between 
its  1982  and  1989  bankruptcy  filings, 
Braniff  wasn't  much  of  an  airline,  but 
as  a  vehicle  for  generating  first-class 
fees  and  bonuses  for  insiders,  it  was  a 
smashing  success.  ■ 


Haifa  century^  ago  Charles  Merrill  built  the 
nations  dominant  grocery  chain.  Now, 
thanks  to  problems  with  its  Supermarkets 
General  Corp.  buyout,  Merrill  Lynch  is 
again  in  the  grocery  business. 

Can  bankers 
sell  groceries? 


By  Gretchen  Morgenson 

T|o  f  si  \i'i  a  hostile  bid  by  the 
Haft  family  two  years  ago,  Su- 
permarkets General  Corp.  fled 
to  the  relatively  hospitable  folks  at 
Merrill  Lynch  Capital  Partners  and 
Equitable  Life  Assurance.  A  $2  billion 
leveraged  buyout  was  arranged.  Equi- 
i(H)  million.  Merrill  took  a  55% 
stake,  Equitable  30%,  Manufacturers 
Hanover  Venture  Capital  5%,  and  Su- 
pennarkets  General  management 
kept  10%  tor  themselves. 

v  those  managers  may  be  wish- 

d  gone  with  the  Halts.  Super- 

leral's  (1988  sales,  $6  bil- 

buyout  appears  to  be  in  trouble. 

leclining  earnings  in  the 


second  quarter  of  1989,  the 
company  is  no  longer  meeting 
the  projections  that  underpin  its 
Liu)  finance.  What's  more,  the 
problems  do  not  appear  to  be 
temporary. 

While  its  Purity  Supreme  super- 
market chain  is  doing  well,  its  two 
other  subsidiaries — Pathmark  stores 
and  Rickel  Home  Improvement  Cen- 
ters— are  slipping.  Senior  executives 
arc  abandoning  ship.  In  September 
Kenneth  Pcskin,  Supermarkets  Gen- 
eral's chairman  and  a  24-year  veteran 
of  the  company,  resigned  suddenly.  A 
tew  months  earlier,  Charles  Davis, 
president  of  the  Rickel  Home  Centers 
chain — and  a  28-year  company  man — 
also  stepped  down.  Further  top-level 


departures  are  said  to  be  imminent. 

A  major  source  of  problems  is  the 
company's  51 -outlet  Rickel  division. 
Rickel  accounts  for  only  10%  of  Su- 
permarkets General  sales  but  exerts  a 
powerful  tug  on  the  bottom  line.  Even 
as  supermarket  sales  grew  5%  in  the 
quarter  ended  July  29,  operating  earn- 
ings fell  3%,  largely  owing  to  substan- 
tial declines  at  Rickel.  The  company 
expected   operating   earnings   to   in-| 
crease  20%  in  1989. 
Supermarkets      General      spokes- 
people   say   not   to   worry:    The  J 
Rickel  problems  are  temporary, 
the  result  of  wet  spring  weather  j 
(which  kept  do-it-yourselfers  in- 
doors) and  the  slowdown  in  hous- 
ing starts  and  sales  of  existing! 
homes.      The      company! 
promises  to  get  costs  un-j 
der  control  at  Rickel  and] 
will  soon  begin  aggressive 
in-store  "merchandising"! 
programs.  But  when  fig- 
ures for  the  quarter  ending^ 
Oct.    28    are   announced,! 
they  will  almost  certainly  include  a 
big  restructuring  hit  at  Rickel,  includ- j 
ing  reserves  for  closing  stores  and  in- 
ventory writedowns. 

Why  not  raise  prices,  as  other  lever-j] 
aged  companies  are  doing  (see  slaty,  p. 
18).  Sadly,  with  fewer  buyers  coming'l 
through  the  door  and  locked  as  it  is  in  I 
a  competitive  business,  this  is  not  an 
option   for   Rickel.    Home   improve- 
ment purchases  are  much  more  dis- 
cretionary than,  say,  food,  cigarette 
or  six-packs  of  beer. 
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Honolulu  is  closer  than  ever 
for  frequent  flyers. 


America  West's  frequent  flyer  program,  FlightFund,  is  now 
t  iter  than  ever.  As  a  member,  you  can  earn  free  trips  to  the 
\  >rld's  most  exciting  cities,  surprisingly  fast 

After  only  30,000  miles  you  could  be  on  your  way  to  the  sun, 
I  -f  and  balmy  breezes  of  Honolulu  on  America  West's  luxurious 
/  7  Birds  of  Paradise.  Our  Hawaii  service  starts  November  16. 

Or  you  can  experience  the  charm  of  Paris,  London,  Geneva, 
/  Tsterdam,  Brussels  and  Frankfurt*  If  you  prefer  the  exotic  East, 
I  JhtFund  Awards  can  get  you  to  bustling  Tokyo,  Hong  Kong  and 
5  igapore.**  Even  across  the  Atlantic  on  the  QE^  Naturally, 

V  j  can  also  use  your  FlightFund  Awards  to  visit  any  of  the  more 
t  in  50  cities  we  serve  on  the  mainland  US.  and  in  Canada. 

Once  you  join  you'll  also  be  eligible  to  earn  Upgrade  Awards 
c  Bonus  Mileage  when  you  fly  First  Class,  Business  Class  or  Full- 
F  e  Coach.  And  even  your  shortest  flight  will  earn  you  at  least 
/ )  FlightFund  miles.  What's  more,  you  don't  have  to  write  us  to 
r.  fuest  your  awards.  Each  time  you  reach  the  20,000-mile  level, 

V  ir  award  certificates  will  be  sent  to  you  automatically. 

To  join  America  West's  new  FlightFund  and  get  more  from 


your  travel  dollar,  just  fill  out  the  coupon.  And  see 
how  far  you  can  go  when  you  apply  yourself. 

•With  FlightFund  Award  Partner,  Air  France.  *  'With  FlightFund  Award  Partner, 
Singapore  Airlines.  tWith  FlightFund  Award  Partner,  Cunard  Cruise  Lines. 


Join  America  West's  FlightFund. 

Sign  and  complete  the  membership  application  below. 

NOTE:  If  you  will  be  traveling  within  the  next  six  (6)  weeks, 
pick  up  your  application  with  an  instant  account  number  at  the 
America  West  ticket  counter.  SpF894 

□  Mr.     □  Mrs.     □  Ms. 

Name 


•a 


^AmericaW^st.FIightFund 

What  we  serve  is  you. 


First 


Middle  Initial 


Last 


Company  Name 

(if  company  address) 

Please  send  mail  to:  □  Home 

Address 


□  Business    (Check  one) 


City 


State 


Zip/Postal  Code 
Daytime  Phone . 

Signature 


Country 


Area  Code  +  Number 


Mail  to:  The  FlightFund  Service  Center 

P.O.  Box  93021,  Long  Beach,  CA  90809  3021 
FlightFund  program  may  change  without  notice  at  the  discretion  of 
■    America  West  Airlines. 

©  1969  America  West  Airlines 


Over  at  the  142-storc  Pathmark  gro- 
cery chain,  prospects  arc  worsening. 
Many  of  the  stores  are  unkempt,  dirty 
and  outmoded.  Philip  Lempert,  a  mar- 
keting consultant  and  editor  of  the 
Lempert  Report  in  Belleville,  N.|.,  says 
he  has  been  watching  the  Pathmark 
stores  deteriorate  for  the  past  two 
years.  "Since  the  lbo,"  says  Lempert, 
"the  company  has  been  so  concerned 
with  operations  they've  forgotten 
about  merchandising.  Pathmark,  as 
we  know  it,  won't  exist  in  a  year  and  a 
half."  Says  Robert  Wunderle,  spokes 
man  for  Supermarkets  General: 
"There's  no  basis  tor  that  whatsoever 
Pathmark  is  doing  extremely  well." 

Supermarkets   General    is    not    yet 

teetering  on  the  edge  ol  the  Leveraged 

buyout  cliff.   Its  excess  cash  flow  is 

i  tpei  ti  d  to  be  over  $90  million  this 

lit  h,  as  determined  by  the  LBO 

it,   must   go   toward   paying 

principal  on  its  debt.  But  as 

:    managers  depart,   the 

ITS  to  be  run  more  and 


more  by  the  folks  from  Merrill  Lynch. 

Supermarkets  General  says  Merrill 
is  committed  to  running  the  business 
and  isn't  looking  to  sell  assets.  But  the 
business!.**  aren't  running  well.  With- 
out adequate  resources  to  refurbish 
the  properties,  many  Pathmark  stores 
will  continue  to  turn  off  shoppers. 

In  many  cases  Pathmark  stores' 
goods  are  unappealing  compared  with 
those  found  in  competing  Shop-Rite 
or  Waldbaum's  stores.  Pathmark 
doesn't  seem  to  understand  that  con- 
sumers arc  looking  for  more  service 
and  upscale  goods  in  supermarkets  to- 
day— high -end  house  brands  and 
foods  prepared  daily  at  on-site  delis 
and  bakeries.  Instead,  the  company 
continues  to  stock  scores  of  the  dreary 
no  trills  offerings  consumers  have 
shunned  for  years.  "The  trend  is  clear- 
ly the  other  way,"  says  consultant 
Lempert,  "toward  more  attractive 
merchandising." 

Missteps  like  these  are  beginning  to 
tell  in  Pathmark's  earnings.  Although 


Supermarkets  General  doesn't  break 
down  earnings  by  division,  knowl- 
edgeable sources  say  Pathmark's  re- 
sults for  the  first  half  of  1989  were  a 
disappointment.  The  division  can't 
raise  its  prices  either.  Since  few  of  its 
competitors  are  as  heavily  leveraged, 
price  wars  could  result. 

It  is  not  impossible  to  turn  around  a 
grocery  chain.  Ten  years  ago  a&p  cus- 
tomers got  fed  up  with  shopping  in 
aging,  dirty  stores  and  went  else- 
where. Finally  a&p  cleaned  up  its  act 
and  is  now  doing  well. 

Pathmark  may  be  trying  to  get  back 
into  the  game.  The  company  plans  to 
spend  $65  million  this  year  opening  7 
supermarkets,  3  home  centers,  2  drug- 
stores and  renovating  some  35  stores. 
Unfortunately,  a  thorough  refurbish- 
ing would  take  hundreds  of  millions 
of  dollars,  and  Pathmark  simply 
doesn't  have  the  money.  Borrow  it? 
From  where?  Supermarkets  General's 
debt  is  already  equal  to  100%  of  capi- 
tal, and  the  only  bid  that  Forbes  could 
secure  on  the  company's  $800  million 
of  junk  bonds  was  100  (where  they 
yield  14.5%),  down  from  a  high  of  109 
earlier  this  year.  Since  the  lbo,  its 
cash  position  has  slipped  from  $31 
million  to  $4  million,  according  to  the 
1988  financials.  The  $84  million  the 
company  has  generated  in  1989  has 
paid  down  debt. 

The  talk  on  Wall  Street  rs  that  Mer- 
rill may  try  to  restructure  the  lbo  and 
dump  some  of  Supermarkets  Gener- 
al's assets.  But  what  could  they  sell? 
The  only  property  that's  thriving  now 
is  the  66-store  Purity  Supreme  divi- 
sion, a  group  of  supermarkets  tn  east- 
ern Massachusetts.  Some  say  Merrill 
might  be  able  to  get  $500  million  for 
the  division.  But  Paul  Kelly,  president 
of  Peers  &  Co.,  isn't  so  sure.  "If  the 
company's  loaded  up  with  goodwill, 
they're  going  to  have  trouble  selling  it 
to  a  public  company,"  says  Kelly. 
"Amortization  of  goodwill  would 
wipe  out  earnings  for  a  long  time, 
particularly  in  the  supermarket  busi- 
ness with  its  thin  margins."  Such  po- 
tential constraints  greatly  shrink  the 
field  of  buyers. 

Ironically,  Merrill  Lynch  is  not  a  I 
complete  stranger  to  groceries.  Dur- 1 
ing  the  1920s  and  1930s  Charles  Mer- 
rill built  Safeway  into  the  nation's  | 
dominant  food  chain.  Three  genera- 
tions later,  the  men  running  Merrill  I 
Lynch  have  an  opportunity  to  show 
they  can  run  a  food  business  as  well  as 
their   firm's   founder   did.   But   with  j 
$800  million  in  high-priced  debt  to 
service,    the    new   generation    won't 
have  an  easy  time  of  it.  Says  consul- 
tant Lempert:  "They've  got  a  cannon 
to  their  heads,  not  a  gun."  ■ 
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dards  (SNA  in  this  case) 
that  let  AT&T's  new  Net- 
worked Computers  work 
smoothly  with  the  systems 
you  already  have. 
How  to  share  new 
applications  and 
precious  resources. 
Take  the  case  of  Scott, 
Paul,  Connie  and  Tanya  in 
the  second  diagram.  They 
each  rely  on  expensive 
peripherals,  but  you  can't 
afford  to  get  them 
individual  sets.  And  their 
complex,  networked 
application  would  really 
strain  your  existing  DOS 
server. 

Enter  the  AT&T 


6386/25  WGS,  our  entry-       figured,  packaged  and 

level  UNIX*  System  V  tested  solutions  including 

server.  UNIX  System  V  is         communications,  database 

the  only  desktop  operating     and  image  servers.  Just  let 

system  designed  for  com-       us  show  you. 

munication-intensive 

applications.  And  since  it 

also  supports  AT&T's 

OPEN  LOOK™  Graphical 

User  Interface,  life  can  be 

visibly  easier. 

We've  given  the  6386/ 
25  features  that  exploit  the 
UNIX  system's  natural  abil- 
ity. So  it's  perfect  for  re- 
source-sharing, database 
management  and  other  ap- 
plications DOS  and  OS/2" 
just  can't  handle  efficiently 

In  fact,  AT&T  has  con- 
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Introducing 

Four  New  Networked 

Computers 


Your  information  systems 
are  supposed  to  help  peo- 
ple make  the  most  of  the 
information  they  have.  But 
how  often  do  ordinary 
computers  hold  up  that 
very  information? 

We  offer  a  solution: 
Four  new  desktop  systems 
and  servers  designed  by 
AT&T  to  thrive  as  net- 
worked systems. 
These  are  interpersonal 
computers.  AT&T's  new 
systems  (ranging  from  a 


simple  PC-to-mainframe 
package  to  a  "connois- 
seur's" server  for  mission- 
critical  applications)  bring 
together  more  than  in- 
formation. They  bring 
together  the  people  be- 
hind it. 

Meet  your  other  systems. 
Sharing  information  among 
people  using  different 
manufacturers'  equipment 
has  always  been  a  problem. 

Now  the  solution's  as 
simple  as  the  example  in 
the  first  drawing  above.  A 
new  AT&T  6386/SX  Work- 
Group System  links  to  an 
existing  IBM*  host  and 
gives  your  people  access  to 


important  corporate  data 
held  there. 

The  key  lies  in  a  net- 
work builder's  oasis  called 
the  AT&T  Application 
Operating  Environment 
(AOE).  AOE  offers  a  unique 
collection  of  industry  stan- 
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Don't  let  ordinary  computers  hold  up 
your  information  anymore. 
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of  information  from 
people  in  one  department 
ean  trigger  aetion  by  people 
in  another. 

To  protect  all  that  infor- 
mation, we  include  a 
special  "disk  mirroring" 


feature  that  performs  auto- 
matic, instantaneous  back- 
ups. And  since  the  Model  S 
comes  with  SCSI,  you  get 
seven  times  more  storage 
than  non-SCSI  386 
products. 

On  top  of  that,  we  test 
and  warrant*  each  ele- 
ment of  the  package,  then 
assemble  the  complete 
system,  including  SCSI 
devices,  UNIX  System  V 
operating  system,  StarLAN 
10  networking  hardware, 
and  StarGROUP  u  software. 
Let's  talk.  You'll  find  the 
Networked  Computing 
experts  make  good 
listeners.  We  can  customize, 


install  and  integrate  the 
Networked  Computers 
in  as  many  different  ways 
as  you  have  needs.  To  learn 
more,  simply  call  your 
AT&T  Authorized  Reseller 
or  AT&T  Account  Executive. 
Or  just  turn  the  page. 
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Simultaneous  solutions. 

Chances  are  you  need  a 
server  to  support  inform- 
ation sharing  in  a  local  PC 
network.  Fair  enough.  But 
here's  a  Networked  Com- 
puter that  will  also  manage 


■  ■  -    • 


ATST  &SM,  b/33  A©5 


a  nationwide  database  at 
the  same  time. 

With  headquarters  in 
Atlanta,  you  have  people 
in  two  dozen  offices  scat- 
tered across  the  U.S. 
Because  geography  makes 
interoffice  agreement  diffi- 
cult, you  feel  more  like 
twenty-five  little  compa- 
nies than  one  big  one. 

In  Atlanta,  put  600  MB 
of  data  into  the  disk  space 
ofanAT&T6386E/33 
WGS.  Place  asynch  termi- 
nals in  your  field  offices, 
and  connect  them  directly 
to  the  6386E/33  WGS. 
Suddenly  everyone's  work- 
ing with  the  same  num- 


bers, the  same  names, 
everything.  Which,  at 
about  7.7  MIPS,  is  power 
that  would  make  some 
mainframes  blush. 

Now,  shift  into  high 
gear  by  connecting  the  PC 
LAN  you  already  have  in 
Atlanta.  We  provide  the 
systems  and  expertise  you 
need  to  support  LAN  and 
remote  terminal  applica- 
tions at  the  same  time. 
And  for  mission-critical 
Networked  Computing, 
our  solution  is  the  AT&T 
6386E/33  WGS  Model  S. 
It  shines  in  networks  like 
the  one  shown  in  the  final 
diagram — where  every  bit 


nc-year,  on-site  warranty. 


Show  us  your  networked 
computing  problem. 

Draw  or  explain  it  below,  and  then  Fax  it  to  us  at  1  800  833-6386,  and  a  sales 

representative  will  call  you.  Or  call  your  AT&T  Authorized  Reseller,  AT&T 

Account  Executive,  or  1  800  247-1212,  Ext.  162,  for  more  information. 
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Please  give  us  the  following 
information  so  we  can  best  help  you. 


Name 


Company 

Address  _ 
City 


State 


Zip 


Phone (         ) 

Type  of  business 

and  number  of  locations 

Purehase  interest  time  frame 
Publication  ad  appeared  in  _ 
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After  years  of  skyrocketing  real  estate 
prices,  California  s  residential  home  sales 
and— yes — even  prices  are  about  to  slump. 

Down  and  out 
in  L.A. 


By  Howard  Rudnitsky 


Only  a  year  ago,  California 
Realtors  were  talking  up  yet 
another  era  of  smartly  rising 
home  prices.  It  made  sense.  Califor- 
nia's residential  real  estate  market — 
the  largest  in  the  country,  with  $100 
billion  a  year  in  sales — had  been  grow- 
ing briskly  since  the  mid-1980s.  True, 
slack  real  estate  sales  were  afflicting 
the  Northeast  and  Southwest,  but 
none  of  that  was  supposed  to  apply  to 
sunny  California.  When  houses  came 
on  the  market  last  year  around  Los 
Angeles  and  San  Francisco,  buyers 
were  lining  up.  Price  didn't  seem  to 
matter  much. 

Today  the  long  lines  of  buyers  have 
evaporated.  As  a  result,  many  sellers 


in  southern  California  have  had  to  cut 
their  asking  prices  sharply  and,  in 
some  cases,  attract  buyers  by  provid- 
ing below-market  financing.  A  sign  of 
the  newly  sober  times:  Kaufman  & 
Broad  Home  Corp.,  a  major  California 
home  builder,  is  offering  $10,000  to- 
ward closing  costs  and  decorating,  all 
to  woo  buyers  to  its  new  $200,000- 
plus  homes  in  Laguna  Hills,  near  La- 
guna  and  Newport  beaches. 

Kaufman  &.  Broad  is  relatively  for- 
tunate. Only  half  its  home  sales  are  in 
California,  and  it  generally  builds  for 
the  lower-priced  end  of  the  home  mar- 
ket; there,  home  sales  are  much  stron- 
ger than  in  the  $225,000  to  $500,000 
market  segment. 

Other  companies  may  not  be  so 
lucky.  Standard  Pacific  lp,  for  exam- 


ple, caters  to  the  moderately  upscale 
segment  where  it's  likely  to  be  a 
tougher  sell  next  year.  Other  builders 
that  could  feel  the  squeeze  include 
J.M.  Peters  and  the  Ryland  Group. 

About  525,000  California  homes 
are  expected  to  change  hands  this 
year,  down  6.7%  from  last  year.  And 
those  figures  come  from  the  Califor- 
nia Association  of  Realtors  (car),  nor- 
mally an  optimistic  lot.  Next  year 
sales  are  likely  to  fall  a  further  9%. 
The  handwriting  is  on  the  wall:  Cali- 
fornia home  sales  in  all  likelihood 
peaked  in  this  year's  first  quarter  at  an 
annual  rate  of  635,000.  From  there  it's 
all  downhill  for  the  next  year  or  two. 

On  a  statewide  basis,  single-family 
home  prices  will  rise  about  9%  next 
year,  the  car  predicts.  This  is  a 
marked  slowdown  from  last  year's 
18.4%  price  increase.  And  that  9% 
price  increase  projection  masks  the 
fact  that  in  several  segments  of  the 
state's  market — particularly  in  the 
more  expensive  sections  of  Los  Ange- 
les and  San  Francisco — home  prices 
are  likely  to  be  fairly  flat. 

One  real  estate  bear  is  Timothy 
Hurckes,  savings  and  loan  analyst  at 
broker  Donaldson,  Lufkin  &  fenrette. 
In  a  recently  published,  highly  de- 
tailed report,  Hurckes  argues  that 
California's  housing  market  is  headed 
for  trouble.  Hurckes  expects  sales  of 
existing  homes  to  drop  to  an  annual 
rate  of  some  400,000  units  by  the  end 
of  1990.  As  for  prices,  Hurckes  figures 
they  will  move  up  modestly  next 
year,  perhaps  5%  statewide.  But  by 
late  1990  and  in  1991,  he  says,  Cali- 


Andrew  Christie 


Handwriting  on  the  wall 


Rising  home  prices  are  no  problem  when  income  grows 
apace,  as  was  the  case  in  California  since  the  early 
1980s.  But  since  the  middle  of  last  year  the  rise  in 


housing  prices  has  far  outstripped  income  growth 
(right).  This  year  home  sales  began  to  drop  (left).  Prices 
have  flattened  out  and  may  be  headed  down. 
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In  most  cases  it  would  be  pointless. 
But  Transamerica  Reinsurance 
is  not  your  average  quote  and  quit 
company.  You'll  discover  this  the 
first  time  we  sit  down  with  you  to 
discuss  opportunities  like  improving 
investment  performance,  developing 
competitive  products  and  containing 
company  expenses. 


Unconventional?  Yes.  Unrelatec 
Not  really.  Because  instead  of  narrc 
defining  risk  as  excess  mortality,  we  I 
see  it  as  anything  that  threatens  yoi 
bottom  line. 

We've  worked  with  clients  to  cr  j 
dozens  of  success  stories  in  areas  th;J 
would  elicit  "That's  not  my  job"  from) 
other  reinsurers. 
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Why  would  a  CEO  talk  to  a  reinsurer? 


Finding  profitable  solutions  for 
lients  who  refused  to  live  with  losses, 
evealing  windows  of  opportunity  for 
jijiose  who  saw  themselves  up  against 
brick  wall. 

If  you're  up  against  one  of  your 
i^n,  call  Bill  Simms  at  (213)  742-3324. 
iter  we  talk,  you'll  discover  we're 
/en  better  at  action. 


^w, 


few 


Transamerica 
life  companies 

Transamerica  Occidental  Life  Insurance  Company 


Working  together  is  the  best  policy 


J, 


fomia's  home  prices  will  decline  by 
as  much  as  5%  to  10%  on  a  state- 
wide basis. 

Some  signs  of  softening  have  al- 
ready appeared.  Expensive  home  mar- 
kets in  Los  Angeles,  Orange  County, 
Ventura  and  the  San  Francisco  area 
encountered  sales  declines  of  more 
than  20%  in  August.  When  sales  vol- 
ume drops  sharply,  price  weakness 
cannot  be  too  far  behind.  Indeed,  in 
Silicon  Valley,  an  hour  south  of  San 
Francisco,  the  number  of  home  sales 
dropped  1 7%  in  August;  prices  dipped 
3%.  Not  much  by  Northeast  or 
Southwest  standards,  but  for  house- 
crazed  Californians,  this  is  the  finan- 
cial equivalent  of  hitting  8  on  the 
Richter  scale. 

Some  areas  could  buck  the  trend. 
Locales  that  may  experience  sales 
growth  and  price  appreciation  include 
Riverside/San  Bernardino,  Sacramen- 
to, San  Joaquin  Valley  and  Central 
Valley.  Prices  in  these  areas  are  rela- 
tively low  and  have  generally  lagged 
the  state's  higher-priced  markets. 
Thus  they  have  little  price  correction 
to  fear. 

At  the  other  extreme,  speculators 
in  California's  red-hot  local  mar- 
kets— places  like  Long  Beach,  New- 
port Beach,  Encino,  San  Marino,  and 
the  San  Francisco  Bay  area,  where 
20%  and  30%  annual  price  increases 
were  common — could  get  burned. 

Some  smart  money  has  already 
pulled  out.  One  California  real  estate 
investor  decided  that  prices  had  got- 
ten out  of  hand  a  year  ago  when  he 
heard  that  his  friend  bought  a  modest 
San  Francisco  condominium  for  a  hef- 
ty $720,000.  Even  with  an  income  of 
$300,000  a  year,  his  friend  was  finding 
it  tough  to  make  the  monthly  finance 
and  maintenance  costs.  If  his  friend 
was  having  trouble  on  $300,000  a 
year,  what  about  a  lot  of  other  poten- 
tial buyers,  he  wondered. 

The  investor  himself  had  bought  a 
San  Francisco  house  for  about 
$775,000  in  1984,  and  turned  down  an 
offer  early  last  year  for  $2.4  million. 
Five  months  later,  when  he  decided  to 
sell  the  house,  he  was  able  to  sell  for 
only  $2  million,  to  an  Asian.  The  in- 
vestor considers  himself  lucky.  If  he 
tried  to  sell  today,  he  says,  "I  don't 
think  I  could  get  $2  million  and  it 
would  take  much  longer  to  sell.  To- 
day there  aren't  as  many  wealthy 
Asians  willing  to  pay  top  dollar  for  a 
home  in  California  as  people  would 
like  to  believ 

The  simple  fact  is  this:  After  years 
of  rapid  price  rises,  few  Cahfornians — 
only  16%,  according  to  car — can  af- 
ford homes  at  today  s  prices.  Little 
wonder     the     state's     inventory     of 
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homes  this  summer  had  ballooned  to 
a  six-to-seven-month  supply,  up  from 
a  five-month  supply  in  March.  In  rap- 
idly cooling  markets  like  the  San  Fer- 
nando Valley,  the  supply  is  up  to  nine 
months. 

Many  California  economists,  and 
most  brokers,  take  issue  with  any  sug- 
gestion that  California  housing  prices 
will  decline  on  a  statewide  basis. 
They  point  out  that  even  during  the 
deep  real  estate  slumps  of  1981  and 
1973-74  home  prices  didn't  decline, 
though  price  increases  slowed  down  a 
lot.  So  why  should  housing  prices  de- 
cline this  time,  they  argue,  particular- 
ly since  prices  haven't  increased  quite 
as  dramatically  as  they  did  in  the  1975 
to  1980  boom. 

Even  if  the  number  of  homes  sold 
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Analyst  Timothy  I  lurches 
The  housing  party's  over. 

declines,  developers,  lenders  and  bro- 
kers are  hoping  that  prices  will  con- 
tinue rising  5%  to  10%  a  year.  Hous- 
ing price  downturns  could  occur  in 
markets  like  the  Northeast  and  Arizo- 
na, they  say,  but  not  California. 

Why  not?  The  answer  is  something 
known  as  the  "new  era"  viewpoint. 
This  holds  that  California's  economy 
has  entered  a  new  era  characterized  by 
a  more  diverse  economy.  In  addition, 
the  new  era-ists  argue,  people  still  are 
migrating  to  California,  and  big  Asian 
companies  continue  to  set  up  major 
operations  in  the  state. 

Hurckes  doesn't  buy  the  new  era 
theory.  Nor  does  Edward  Abbott,  head 
of  San  Francisco  real  estate  invest- 
ment firm  Western  Pacific  Capital. 
Abbott  is  an  accomplished  contrarian 
who  in  recent  years  has  invested  in 
rental  properties  in  Houston  and  San 
Antonio,  and  bought  into  a  savings 
and  loan.  In  his  quarterly  letter  to  his 
investors,  due  out  this  month,  Abbott 
says  the  state's  real  estate  downturn 
has  already  begun  for  commercial  as 
well  as  residential  properties. 

In  refuting  the  new  era  line,  Abbott 
cites  three  factors:  overbuilding,  a 
flattening  state  economy  and  declin- 
ing quality  of  life.  The  first  factor, 
overbuilding,  already  evident  in  the 


commercial  market,  is  now  spreading 
to  the  residential  market.  The  second 
factor,  the  slack  economy,  has  been 
triggered  in  part  by  the  downturn  in 
government  outlays  to  the  defense 
contractors,  many  of  which  are  in 
southern  California.  By  quality  of  life, 
Abbott  means  traffic  and  pollution, 
chiefly.  These  problems  have  grown 
so  bad  that  they  are  causing  people  to 
leave  the  state,  he  says,  offsetting 
much  of  the  traditionally  strong 
immigration. 

As  the  weakening  housing  prices  ! 
spread   from   Los   Angeles   and   San  j 
Francisco  to  other  parts  of  the  state, 
Abbott  predicts,  the  negative  psychol- 
ogy will  hurt  most  types  of  California 
real  estate.  "That  will  lead  to  an  in- 
crease in  foreclosures  as  speculators  1 
are  unable  to  meet  debt  service  pay- 1 
ments,"  predicts  Abbott. 

The  speculators'  influence  on  the  ] 
California  home  market  is  hard  toj 
gauge.  But  both  Hurckes  and  Abbott  I 
believe  it  is  significant.  Says  Hurckes,  I 
"If  prices  rise  by  10%  a  year  the  spec-l 
ulators  make  money;  if  it's  20%  theyl 
make  a  bundle.  However,  if  prices | 
stay  virtually  flat  or — heaven  forbid — 
prices  decline,  they  lose  money." 

He  offers  the  example  of  a  $350,000 
house  with  monthly  carrying  costs  of 
around  $3,200.  Waiting  for  price  ap- 
preciation, many  speculators  are  rent 
ing  the  properties,  even  though  rents 
on  this  type  of  home  typically  amount 
to  about  $1,600,  or  half  the  carryin, 
costs.  So  the  speculator  has  a  negativ 
cost  of  carry  of  $1,600  a  month,  oil 
$19,000  a  year.  If  there's  no  gain  ir| 
value,  it's  costing  him  $19,000  out  o 
pocket.  Before  the  1986  tax  reform 
this  loss  could  be,  and  was,  used  t<! 
shelter  other  income.  Now,  in  mos 
cases,  it  can't  be. 

Says    Abbott,    "Heavily    leveraged 
speculators     could     start     dumpin 
houses  later  next  year,  putting  adde< 
pressure  on  home  prices." 

California's      weakening     markel 
could  mean  trouble  for  some  overl 
aggressive  lenders,  both  savings  an 
loans  and  banks.  Especially  worrisom 
could  be  construction  loans  to  deve 
opers  stuck  with  unsold  inventory  anj 
loans  to  speculators  with  raw  lancl 
Expect  problems  to  begin  to  surfac 
late  next  year.  Says  Hurckes,  "On/ 
only  has  to  look  at  the  sizable  reJ 
estate  losses  being  reported  these  day 
by  New  England  banks  like  Bank  <; 
Boston  and  others"  to  see  the  kind  ell 
trouble  California  lenders  could  be  ii'j  I 

The  exact  shape  California's  hou*i 
ing  slump  will  take  is  anyone's  guesl  j 
But  there  is  little  doubt  that  tlj 
state's  four-year-long  housing  party 
about  to  end.  ■ 
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>Vhat  if  selling  a 
( msiness  brings 
ou  $50  million? 


it  elling  a  business  is  a  big 
it  ep.  It  can  provide  rich 
;wards.  It  can  also  raise 
'rious  questions. 
Who  can  help  you  deter- 
line  what  your  business  is 
•ally  worth?  Can  you  trust 
>ur  advisors  to  tell  you  if 
:s|  it  selling  is  the  right  deci- 
on?  If  you  do  sell,  how 


IW*i.R  Morgan  A  '  i.  In.  oruyrated.  parrril  (i( 
'pri(,uar..nt\  Iru.t  Lumpam  (Mtmbrr  FDIC) 
I  othrr  J  P  Morgan  gubsidiirifs 


should  you  allocate  your 
assets?  Is  this  the  time  to 
rethink  your  family's  finan- 
cial plan?  What  will  you  do 
next,  and  who  will  you  need 
to  help  you? 

The  point  is  clear:  Selling 
a  business  is  not  a  simple 
matter.  And  your  advisors 
should  care  enough  and  be 
skillful  enough  to  help  you 
sort  through  all  the  com- 
plexities to  gain  the  maxi- 
mum benefits. 

The  private  bankers  at 
Morgan  understand  all  this, 
because  we've  been  helping 


individuals  and  families 
build  -  and  sell  -  successful 
privately  owned  enterprises 
for  more  than  a  century. 
And  a  good  way  to  prepare 
for  either  is  to  establish  a 
private  banking  relationship 
at  Morgan.  You'll  have  the 
best  advice  and  technical 
skills  available  to  you  - 
before,  during,  and  after 
any  transaction. 

As  a  private  banking 
client,  you  and  your  busi- 
ness also  will  have  access 
to  all  of  the  resources  of 
Morgan's  global  organization 


-  the  same  analysts,  traders, 
financial  strategists,  invest- 
ment professionals,  tech- 
nology, and  underlying  cap- 
ital strength  that  serve  the 
world's  largest  corporations. 

For  more  information, 
call  Anthony  D.  Pennetti, 
Vice  President,  Morgan 
Guaranty  Trust  Company, 
444  S.  Flower  Street, 
Los  Angeles,  CA  90017. 
(213)  489-9347. 


Private  Banking  at  Morgan 


JPMor^an 


YEARS  MAY  PASS, 


i'ilOiH'J  ;[<7:lilAl 


NEVER  GETS  OLD. 


Few  cars  sustain  a  driver's  enthusiasm  like  a  BMW.  Then  again, f  ei 
cars  sustain  themselves  like  a  BMW- the  535 i  being  a  perfect  examfl 
It  drives  and  feels  like  it  was  put  together  with  microscopic  precisioi 
Which,  in  fact,  it  was.  So  while  other  cars  spend  their  years  sproutir 
squeaks  and  rattles,  the  BMW  535i  tends  to  resist  such  indignities.  11 


i 


'-  1989  BM.'.!  ol  North  Amenta,  Inc  the  BMW  tfa<)emarl<  and  logo  )'v  ragnlefd 


decision  you  can  sense  throughout.  In  buttons  and  switches  that  feel 
j  they  will  last  forever.  And  in  a  fuel-injected  6-cylinder  engine  that 
ually  grows  more  responsive  over  time.  See  your  BMW  dealer 
a  535i  test  drive. You'll  get  used  to  it  quite  quickly.  But  getting 
d  of  it  is  another  matter  entirely.  THE  ULTIMATE  DRIVING  MACHINE: 


. 


Buy  high,  sell  low  seems  to  have  been  Mar- 
shall Berkmans  philosophy .  To  the  relief  of 
Ampco-Pittsburgh's  shareholders,  he  now 
seems  to  be  getting  his  act  together. 

Educating 
Marshall  Berkman 


By  Kerry  Harmon 


It  is  hard  to  imagine  two  educa- 
tional backgrounds  more  dissimi- 
lar than  those  of  Louis  Berkman 
and  his  son,  Marshall.  Marshall,  now 
52,  holds  degrees  from  Harvard  Col- 
lege, Harvard  Business  School  and 
Harvard  Law  School.  Louis  Berkman, 
now  80,  dropped  out  of  school  at 
the  age  of  15  to  drive  his  father's 
horse-drawn  junk  wagon  along 
the  streets  of  Steubenville,  Ohio. 
From  a  business  point  of  view, 
the  father  seems  to  have  had  the 
better  education,  although  the 
son  now  seems  to  be  catching  on. 

From  the  junk  business,  Louis 
Berkman  worked  his  way  up.  In 
the  1950s  and  1960s  he  acquired 
a  series  of  mundane  steel  compa- 
nies in  the  Ohio  River  valley, 
including  Parkersburg  Steel,  Fol- 
lansbee  Steel  and  Ohio  River 
Steel.  In  the  1960s  he  gained  con- 
trol of  doddering  Screw  &  Bolt 
Corp.  of  America  and  merged  it 
with  Wisconsin's  Ampco  Metal. 
The  result:  Ampco-Pittsburgh 
Corp.,  a  New  York  Stock  Ex- 
change company  with  sales  last 
year  of  $250  million  and  a  mar- 
ket value  of  $139  million.  The 
Louis  Berkman  family,  including 
Marshall  and  his  brother-in-law  Rob- 
ert Paul,  Ampco-Pitt's  president,  also 
52,  currently  owns  about  1 7%  of  the 
company's  stock,  worth  about  $26 
million.  Through  his  privately  owned 
Louis  Berkman  Co.,  Louis  Berkman 
has  investments  in  real  estate,  bank- 
ing and  cellular  phone  companies, 
and  he  owns  truck  cab,  snowplow  and 
lumber  companies.  Tight-fisted  as 
ever,  Berkman  is  easily  worth  more 
than  $75  million. 

What  of  son  Marshall?  From  Cam- 
bridge's rarefied  air  he  returned  to 
Pittsburgh  and,   in    1979,   took   i 


Ampco-Pitt.  Following  his  father,  he 
bought  smokestack  companies,  in- 
cluding Pittsburgh  Forging  (a  maker 
of  railcars),  Buffalo  Forge,  Union  Elec- 
tric Steel  and  Vulcan  Inc.  Between 
1979  and  1984  he  spent  around  $200 
million  on  acquisitions. 

But  Berkman's  timing  was  awful. 
Most  of  his  acquisitions  closed  just  in 


Louis  and  Marshall  Berkman 

Book  learning  versus  hard  knocks. 


time  to  be  clobbered  by  the  industrial 
recession  of  the  early  1980s.  In  1982 
Ampco-Pitt  recorded  its  first  loss 
since  1961.  Between  1982  and  1988 
the  company  lost  a  total  of  $80  mil- 
lion as  the  acquisitions  were  written 
down.  The  company's  market  value 
dived  to  $55  million  in  1982,  from  a 
high  of  about  $102  million  in  1980. 

By  1987  Marshall  had  given  up  and 
was  selling  off  much  of  what  he  had 
bought.  Altogether,  industrial  busi- 
nesses that  accounted  at  one  time  for 
about  half  of  Ampco-Pitt's  revenues 
were  sold.  Here,  too,  the  timing  was 


off.  Says  Mario  Gabelli,  head  of 
Gamco  Investors,  which  now  owns 
20%  of  Ampco-Pitt's  stock:  "Unfortu- 
nately, they  bought  at  the  top  of  the 
cycle  and  sold  at  the  bottom." 

To  his  credit,  Marshall  Berkman 
seems  to  have  learned  from  the  expe- 
rience. And  now  he  can  apply  his  new 
knowledge  to  a  slimmed-down 
company. 

Gone  are  most  of  Ampco-Pitt's  an- 
tiquated foundry  businesses.  The  re- 
maining operations  now  make  forged 
steel  rolls,  large  industrial  air-condi- 
tioning units  and  centrifugal  pumps. 
Perhaps  more  important,  however,  is 
Marshall's  strategy  for  the  1990s:  look 
for  big  investment  positions  in  other 
companies.  A  year  ago,  for  example, 
Ampco-Pitt  paid  $6  million  for  a  23% 
equity  stake  in  Northwestern  Steel  & 
Wire,  a  company  51%  owned  by  its 
unionized  employees.  A  recent  ap- 
praisal by  Los  Angeles-based  valua- 
tion advisers  Houlihan,  Lokey,  How- 
ard &  Zukin  Inc.  valued  Ampco-Pitt's 
Northwestern  stake  at  $58  million,  or 
$29  per  Ampco-Pitt  share.  Put  differ- 
ently, this  one  investment  could 
more  than  pay  off  Ampco-Pitt's 
$45  million  in  long-term  debt. 

In  August  Berkman  used  an- 
other $10  million  of  Ampco- 
Pitt's  cash  to  buy  a  6.6%  stake  in 
Midway  Airlines,  at  $14.60  to 
$18  a  share.  As  buyout  mania  hit 
the  airlines,  Midway's  stock 
took  off,  rising  to  nearly  $21  in 
August.  In  September  Ampco- 
Pitt  invested  another  $6  million, 
boosting  its  stake  to  9.6%.  Since 
then,  the  stock  has  retreated 
back  to  $17,  slightly  above 
Ampco-Pitt's  average  cost. 
Ampco-Pitt  may  seek  control  of 
Midway,  but  most  likely  Mar- 
shall hopes  someone  else  will 
buy  the  rapidly  growing  regional 
airline.  Analysts  say  that  in  a 
takeover  Midway  could  fetch 
$24  a  share. 

The  results  of  Ampco-Pitt's  re- 
structuring efforts  are  now  hit- 
ting  the  bottom  line.  The  compa- 
ny should  report  a  profit  this  year  of 
about  $9  million,  or  85  cents  a  share, 
on  sales  of  $225  million.  Next  year 
profits  could  rise  to  $10  million,  on  a 
sales  climb  to  $240  million.  Largely 
ignored  by  analysts,  Ampco-Pitt's 
shares  could  be  worth  $23,  well  above 
the  $14  level  where  they  have  been 
trading. 

In  terms  of  book  learning,  Marshall 
Berkman's  Harvard  degrees  from  the 
1960s  are  impressive.  But  it  took  the 
rough-and-tumble  of  Pittsburgh  in  the 
1980s  to  forge  him  into  a  competent 
businessman.  ■ 


72 


FORBES,  OCTOBER  30,  1989 


VARIG's  sit-down 
dinners, 


get  a  standing 
ovation. 


Standing  ovations  are 
reserved  for  extraordinary 
achievements  by  great 
artists.  VARIG's  great  art- 
ists are  the  award  winning 
chefs  who  plan  and  pre- 
pare the  extraordinary  first 


and  business  class  meals 
so  expertly  served  on 
every  VARIG  flight. 

A  typical  dinner  menu 
includes  aperitifs  and 
cocktails  as  well  as  hot 
and  cold  canapes  to  pre- 
pare the  palate  for  the 
delights  still  to  come... 
beluga  caviar  or  cold 
lobster,  and  shrimp,  a 
choice  of  entrees,  an 
array  of  perfectly  ripened 
cheeses,  delicate  petits 
fours,  fresh  fruit  and  Bra- 
zilian coffee.  All  accompa- 
nied by  the  appropriate 
wines  especially  imported 
for  VARIG  from  some  of 
France's  and  Germany's 
most  prestigious  vine- 
yards. And  after  the 
compliments  to  the  chef 
and  the  standing  ovation, 
what  more  can  one  say? 
ENCORE!  ENCORE! 

VARIG  serves  Brazil,  the 
rest  of  South  America  and 
Japan  with  29  flights  a 
week  from  North  America. 


Time  to 
fly^ 

VARIG 


The  World  Class  Airline  of  Brazil. 
Since  1927. 
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For  half  a  century  David  Rockefeller  has  traveled  the  Western 
Hemisphere  as  philanthropist,  private  investor  and  banker.  Now 
he  wants  to  bring  North  and  South  America  closer  together. 

The  Rockefeller 
Congress 


By  Edwin  A.  Finn  Jr. 


D 


/  >ai  id  Rockefeller  at  the  Americas  '.       ty 

"l  think  there  is  a  good  chance  Mexico  can  turn  around." 


b\  Koh  kmm.  >nlh 


avid  Rockefeller  first  took 
an  interest  in  Latin  America  in 
the  late  1930s.  At  the  time,  his 
older  brother  Nelson  was  preaching  to 
any  American  businessman  who 
would  listen:  Unless  we  become  good 
corporate  citizens  in  places  like  Vene- 
zuela and  Brazil,  our  operations  there 
could  soon  be  nationalized.  That  is 
exactly  what  happened  to  the  Rocke- 
fellers' Standard  Oil  of  Mexico,  which 
was  taken  over  by  the  government  of 
President  Lazaro  Cardenas  in  1938. 

Since  then,  various  Rockefellers 
have  been  active  in  Latin  America, 
through  philanthropy  as  well  as  com- 
merce and  government.  Rockefeller 
Foundation  researchers,  for  example, 
helped  bring  malaria  under  control  in 
Brazil  and  developed  a  hybrid  corn 
seed  to  help  prevent  starvation  in 
Mexico.  The  Americas  Society,  a 
Rockefeller-supported  organization, 
is  now  trying  to  raise  $10  million  to 
continue  research  into  policy  issues 
affecting  North  and  South  America. 

As  for  David  Rockefeller,  74,  his 
first  official  involvement  south  of  the 
border  came  in  1948,  when  he  was 
working  in  Chase  Manhattan  Bank's 
Latin  American  department.  Rocke- 
feller, then  33,  traveled  extensively  in 
the  region,  expanding  Chase's  branch 
network.  From  the  beginning  he  re- 
lied on  personal  relationships  in  Latin 
America  that  his  brother  Nelson  had 
forged  while  coordinator  of  the  Office 
of  Inter-American  Affairs  under  Presi- 
dent Franklin  Delano  Roosevelt. 

"All  of  these  presidents  and  foreign 
ministers  from  Latin  America  had 
such  confidence  in  Nelson  that  in  the 
United  Nations  they  would  vote  as  a 
solid  block  with  the  U.S.,"  said  David 
Rockefeller  in  a  recent  interview  with 
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HIS  IS  A  MOMENT 
OR  A  MACANUDO. 


M 


I 


iter  all,  a  man  doesn't  get  promoted  every  day. 


sgo  YCia  1989 


Some  moments  in  a  man's  life  are  meant  to  be  savored  for  all 
they're  worth. 

So  is  a  Macanudo. 

In  an  age  when  speed  is  all  too  often  the  order  of  the  day,  the  men  of 
Macanudo  still  take  more  than  two  years  to  turn  the  finest  tobaccos  in 
the  world  into  the  ultimate  cigar. 

And  they  still  craft  each  cigar  step  by  step  by  hand,  just  the  way  the 
first  Macanudo  cigars  were  made  more  than  a  century  ago. 

No  wonder  more  and  more  men  have  come  to  realize  that  this  is  the 
cigar  with  the  sweet  smell  of  success. 

Ask  your  favorite  smoke  shop  for  the  box  of  Macanudo  cigars  that  was 
made  for  you.  And  let  any  moment  worth  savoring  linger  in  your  mind  with 
the  taste  and  aroma  of  a  Macanudo. 

MACANUDO®  The  Ultimate  Cigar 


Focus.  It  makes  us  a  clear  choice 

FOR  YOUR  SPECIAL  FINANCIAL  NEEDS. 
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AtTransamerica,we  provide  selected  financial 
sen  ices.  Like  life  insurance,  mutual  funds  and 
home-eqeirv  loans  for  consumers.  Inventory 


financing,  specialty  insurance  and  equipmi 
leasing  for  businesses.  We  might  be  one  o« 
nation's  largest  financial  services  compani 


I  we  still  believe  in  focusing  on  the  things 
l^do  best. The  way  we  see  it,  that  makes  our 
Utomers  clear  winners. 


., 


Transamerica 

THE  POWEROF  THE  PYRAMID  IS  WORKING  FOR  YOU. 


Forbes.  "If  you  compare  that  to  where 
we  are  today,  it's  a  dramatic  change." 
Indeed,  the  preeminent  association 
for  Latin  nations,  the  Organization  of 
American  States,  has  recently  served 
as  a  forum  for  anti-U.S.  sentiment. 

Rockefeller  took  time  to  meet  with 
Forbes  because  he  feels  Latin  Ameri- 
ca is  at  a  crucial  point  in  its  develop- 
ment, a  point  where  it  could  either 
advance  as  a  region  of  free-market 
economies  or  fall  back  into  socialist 
chaos.  Relaxing  in  his  office  high 
above  Rockefeller  Plaza,  with  a 
sweeping  view  of  Manhattan  to  the 
south,  Rockefeller  suggested  that  the 
nations  of  North  and  South  America 
must  draw  together,  much  as  the  na- 
tions of  Europe  are  unifying  through 
the  Common  Market.  A  step  in  that 
direction  came  earlier  this  month 
with  the  signing  of  a  new  trade  accord 
between  Mexico  and  the  U.S. 

The  key  to  developing  closer  north- 
south  ties,  Rockefeller  says,  is  to 
build  personal  relationships  among 
government  leaders  and  business  ex- 
ecutives. Toward  that  end,  Rockefel- 
ler would  like  to  establish  a  new  orga- 
nization that  would  include  top  lead- 
ers from  the  U.S.,  Canada  and  all  the 
countries  of  Latin  America.  Meetings 
could  be  held  twice  a  year.  Using  the 
term  for  North  and  South  America 
that  was  coined  over  400  years  ago, 
Rockefeller  would  call  it  the  Congress 
of  the  New  World. 

"What  my  brother  Nelson's  work 
proved  is  that  close  personal  ties 
count  very  heavily,  particularly  in 
Latin  America,"  says  Rockefeller. 

Besides  discussing  Western  Hemi- 
sphere problems  such  as  foreign  debt, 
ecology  and  drugs,  the  group  should 
work  toward  establishing  a  trade 
zone,  says  Rockefeller.  Given  the 
fragile  nature  of  Latin  America's 
economics,  however,  completely  tree 
trade  between  North  and  South 
America  is  unrealistic  in  the  short 
run.  Nonetheless,  Rockefeller  feels 
trade  in  the  Western  Hemisphere 
could  at  least  be  made  "freer"  by  low- 
ering tariffs  and  eliminating  quotas. 

As  chairman  of  Chase  from  1969  to 
1982,  Rockefeller  presided  over  per- 
haps $10  billion  of  loans  to  Latin 
America.  He  concedes  that,  in  hind- 
sight, many  of  these  loans  look  fool- 
ish. But  he  also  points  out  that  a  de- 
cade ago  they  served  a  crucial  pur- 
pose. Oil-producing  countries  had 
built  up  hu^c  deposits  in  internation- 
al hanks  such  as  Chase,  and  develop- 
ing countries  were  being  pushed  into 
ion  because  of  their  inability  to 
pay  for  fuel.  If  Latin  economies  had 
allowed  to  collapse,  the  result 
have  been  worldwide  recession. 


"What  I  think  is  being  largely  over- 
looked today  is  that  the  commercial 
banking  system  did  a  remarkably 
good  job  recycling  these  funds  and  in 
preventing  a  much  worse  crisis  in  the 
world  than  we  are  experiencing  today 
with  the  debt  crisis,"  he  says. 

Rockefeller  backs  the  Brady  debt 
reduction  plan,  but  stresses  that  a  cru- 
cial part  of  that  plan  calls  for  in- 
creased capital  flows  into  Latin  Amer- 
ica. For  at  least  part  of  this,  Rockefel- 
ler looks  to  Japan.  Even  as  capital 
drains  out  of  poor  countries  at  a  rate 
of  $40  billion  a  year,  capital  surpluses 
are  building  up  in  Tokyo.  Says  he,  "I 
think  it's  unrealistic  to  think  that  Ja- 
pan won't  play  more  of  a  role  than 
they  have  in  the  past." 

Besides  contributing  more  money 
to  the  International  Monetary  Fund, 
Japan  has  been  encouraging  its  com- 


Meeting  with  George  Bush 

late  last  year.  Rockefeller 

stressed  the  need. for 

closer  ties  to  Latin  America. 


panies  to  set  up  factories  in  Brazil  and 
Mexico.  Also,  the  Japanese  govern- 
ment has  been  lending  Latin  coun- 
tries money  to  buy  Japanese  capital 
goods.  Until  fundamental  economic 
change  and  political  stability  take 
hold  in  Latin  America,  massive  in- 
flows of  capital  are  unlikely. 

Can  democracy  be  made  to  work  for 
our  southern  neighbors?  "That's  cer- 
tainly the  $64  question,"  says  Rocke- 
feller. "I  don't  think  the  answer  is 
clear.  The  problem  is  especially  tough 
in  Argentina  and  Brazil.  But  the  pros- 
pects in  Chile  look  much  more  en- 
couraging. The  Chileans  have  done 
the  right  things  economically.  They 
have  repaid  a  significant  part  of  their 
foreign  debt,  foreign  capital  is  flowing 
in  and  the  economy  is  doing  well. 
Now  they  have  announced  free  elec- 
tions, so  I  feel  hopeful  about  Chile." 

Another  cause  for  hope  is  Mexico, 
where  state  industries  are  being  sold 
off  and  free-market  policies  are  being 
adopted.  Says  Rockefeller,  "I  think 
there  is  a  good  chance  Mexico  can 


turn  around,  and  that  one  will  see  a 
real  flow  of  capital  coming  in  and  a 
return  to  growth  in  the  economy." 

More  common  in  Latin  America, 
unfortunately,  are  economies  such  as 
Peru's,  where  businesses  are  strangled 
by  government  bureaucracy  and  peo- 
ple are  suffering  annual  inflation  rates 
of  up  to  5,000%  and  more.  "Peru  is 
one  of  the  more  depressing  countries 
because  it's  hard  to  see  what  solution 
there  will  be,"  says  Rockefeller.  "You 
not  only  have  a  very  weak  govern- 
ment that  has  done  all  the  wrong 
things  economically,  but  you  have  a 
very  aggressive  guerrilla  group."  Pe- 
ru's Shining  Path  guerrillas  regularly 
assassinate  government  officials  and 
bomb  power  stations  and  public 
buildings. 

Rockefeller  faults  the  Reagan  Ad- 
ministration for  not  taking  an  active 
interest  in  Latin  America.  As  for  the 
Bush  Administration,  Rockefeller  is 
more  sanguine.  Meeting  with  George 
Bush  late  last  year,  Rockefeller 
stressed  the  need  for  closer  U.S.  ties 
with  our  southern  neighbors.  So  far,  it 
looks  as  though  Bush  concurs. 

Says  Rockefeller,  "We  have  to  keep 
our  Latin  American  friends  informed 
about  what  we  are  doing  and  thinking 
as  a  government,  and  it  has  to  start 
with  the  President.  I  think  George 
Bush  understands  this.  Even  before  he 
was  inaugurated,  he  met  with  Presi- 
dent Salinas  of  Mexico  and  President 
Perez  of  Venezuela,  and  he  had  dinner 
with  President  Alfonsin  of  Argentina. 
Those  things  count."  On  a  more  con- 
crete level,  the  Bush  Administration 
has  helped  Mexico  get  debt  relief  and 
is  forging  closer  trade  ties. 

Despite  the  free-market  successes 
in  Mexico  and  Chile,  Rockefeller 
seems  disturbed  that  the  capitalist 
message  hasn't  taken  firmer  root  in 
other  Latin  American  countries. 
"One  of  Ronald  Reagan's  greatest 
contributions  is  that  he  helped  the 
world  see  that  a  partnership  between 
government  and  business  is  essential 
to  the  smooth  functioning  of  a  coun- 
try's economy,"  says  Rockefeller. 
"Mr.  Gorbachev  has  recognized  this." 

But  when  will  Latin  America  jump 
on  the  bandwagon?  That,  Rockefeller 
hopes,  is  where  the  Congress  of  the 
New  World  will  come  in,  bringing 
Latin  American  leaders  together  with 
their  best  hope  for  fresh  capital:  U.S. 
business.  Nearly  30  years  ago,  "the 
Alliance  for  Progress,  which  President 
Kennedy  sponsored,  was  totally  gov- 
ernment to  government,"  says  Rocke- 
feller. "Now  in  Latin  America  the  im- 
portance of  the  private  sector  is  gradu- 
ally being  recognized.  I'm  quite 
hopeful  that  it  will  work  this  time."  ■ 
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STILL  INDISPENSABLE 

Events  in  China  earlier  this  year  raised  basic  questions  about 
Hong  Kong's  long-term  viability.  The  irony  is,  if  Hong  Kong  did 
not  exist,  China  and  the  world  would  have  to  create  it. 


ie  interview  with 
e  Governor  was 
ritten  by 
iristopher  Gray. 
>e  balance  of  the 
oort  was  prepared 
r  Forbes  Magazine 
■  writers  based  in 
mg  Kong. 


|y  any  standard, 
Hong  Kong  is  a  remarkable  place. 
With  two-thirds  the  area  of  Rhode 
Island  and  just  over  a  third  the  popula- 
tion of  Greater  New  York,  it  is  the 
world's  1 3th  largest  trading  economy. 
It  is  one  of  Asia's  and  the  world's 
leading  financial  centers,  with  superb, 
remarkably  inexpensive  telecommuni- 
cations. It  has  the  world's  largest 
container  port  in  terms  of  throughput 
and  Asia's  busiest  airport.  It  ranks 
among  the  world's  top  exporters  of 
clothing,  furs,  toys  and  games,  clocks 
and  watches,  jewelry,  fans,  cameras, 
calculators,  sails  and  candles.  Al- 


though British-administered,  the  U.S. 
is  the  largest  foreign  investor,  at  least 
in  manufacturing,  and  U.S.  companies 
accountforsome  10%  of  Hong  Kong's 
exports.  It  is  the  preferred  neutral 
ground  between  the  still  very  different 
cultures  of  China  and  the  rest  of  the 
world.  It  is  also  perhaps  the  only  place 
in  the  world  where  the  government  is 
held  accountable  to  the  principles  of 
laissez-faire  capitalism. 

Hong  Kong  has  just  one  problem:  in 
eight  years  China  resumes  sovereignty 
over  the  territory  and  no  one  knows 
whether  this  will  be  the  end  of  the  line 
or  the  beginning  of  a  boom. 


ISEMENT  2 


IN  THE  1990s  LOOK  FOR  RESILIENCE 


|vents  in  China 
at  the  end  of  May  and  the  beginning 
of  June  gave  this  question  sharper 
focus.  On  the  emotional  roller- 
coaster  of  a  real-time  "You  Are 
There,"  the  people  of  Hong  Kong 
moved  from  euphoria,  to  anger,  to 
fear  in  weeks,  days,  hours. 

The  aftermath  was  a  unique  mo- 
ment of  suspended  animation  for 
business  in  the  territory.  Demand 
fizzled,  markets  fell  as  did  consumer 
spending.  Many  rushed  to  foreign 
consulates  to  explore  emigration- 
raising  fears  that  the  brain  drain 
would  become  a  flood. 

"Will  the  last  one  out,  please  turn 
out  the  lights,"  again  for  a  moment, 
seemed  plausible.  Except  that  not 
everyone  can  leave:  hence,  a  cam- 
paign began  to  pressure  Britain  into 
restoring  full  citizenship  rights,  in- 
cluding the  right  of  abode  in  the 
United  Kingdom,  to  the  3.25  million 


Hong  Kong  people  holding  British 
travel  documents. 

Hong  Kong  also  began  to  focus  on 
its  future  position  in  China.  A  Basic 
Law  for  the  post-1997  Hong  Kong 
Special  Administrative  Region  is  now 
being  drafted.  Early  position-taking 
over  the  degree  of  democracy  allowed 
excited  fears— although  satisfactory 
compromises  were  achieved  in 
earlier  sessions  on  the  economic 
sections  of  the  draft  legislation. 

What  made  the  doom  and  gloom 
of  June  and  July  seem  so  real  to  this 
city  where  business  usually  comes 
first,  last  and  always,  was  that  the 
economy  was  softening.  After  a  long 
run  of  remarkably  strong  growth  — 
often  in  double  digits— inflation  had 
crept  up.  With  hindsight  it  became 
apparent  that  many  sectors  had  or 
were  peaking  even  before  the  crisis 
broke. 

Equally  clear  was  the  recovery  of 


most  markets  across  the  summer 
months.  More  important  still,  was  the 
continued  strength  of  the  re-export 
trade  with  China,  much  of  which  is 
tied  to  Hong  Kong's  huge  manufac- 
turing capability  in  the  south. 

Over  the  last  five  or  six  years. 
Hong  Kong  manufacturers  in  effect 


KONG 


Left:  A  view  of  Hong  Kong  with  Kowloon 
across  the  harbor. 

Top:  Jardine  House 

Above:  Hong  Kong  is  expanding  its 
existing  airport  even  as  it  plans  a  new 
state-of-the-art  facility  to  be  ready  by  the 
end  of  the  1990s. 


To  IMPROVE  OUR  VIEW 
OF  THE  HARBOR,  WE  ADDED  A 
LITTLE  WATER. 


Pulsating  water  to  be  precise, 
in  a  relaxing  outdoor  Jacuzzi 
situated  on  its  own  private 
terrace.  Which  makes  it  the 
only  way  to  truly  immerse 
yourself  in  Hong  Kong. 
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have  trebled  their  workforce.  While 
numbers  in  Hong  Kong's  manufac- 
turing sector  have  held  fairly  steady, 
as  many  as  two  million  workers  were 
employed  directly  or  indirectly,  mainly 
in  nearby  Guangdong  province. 

For  Hong  Kong  this  China  Connec- 
tion has  enormous  advantages  in 
terms  of  language,  logistics,  low- 
cost  labor  and  land.  Although  Beijing 
is  about  as  far  removed  from  Guang- 
dong as  Kansas  from  New  York  City, 
the  obvious  fear  was  and  is  that 
operating  conditions  would  deterior- 
ate. All  is  not  perfect:  even  last  year 
there  were  serious  infrastructural 
problems  — especially  shortages  of 
electricity. 

Yet,  most  accounts  still  indicate 
this  industrial  hinterland  is  operating 
normally.  At  ground  level,  Stanley 
Chan,  an  electronics  factory  chief 
from  Hong  Kong,  notes,  "Operations 
in  my  plant  haven't  changed  at  all: 
The  workers  are  working  as  hard  or 
harder  than  ever." 

Robert  Theleen  makes  a  different 
point.  His  Orange  Nassau  Asia  has 
just  funded  its  third  China-related 


venture  capital  fund.  "After  you 
make  the  rounds,  you  find  there  is 
no  alternative  to  southern  China  for 
low-cost,  low-end,  low-tech  in- 
dustrial production." 

Expansion  into  China  is  part  of  a 
larger  transformation  of  the  Hong 
Kong  economy  in  the  '80s— globali- 
zation. It  is  happening  throughout 
the  economy,  from  hotels  to  property 
to  manufacturing. 

For  some  observers  this  is 
evidence  of  a  retreat  from  Hong 
Kong  — disinvestment— especially  in 
manufacturing.  John  Chan,  Hong 
Kong's  Secretary  for  Trade  and  In- 
dustry, demurs:  "How  do  you  define 
manufacturing?"  he  asks.  "It's  an 
entire  process.  Hong  Kong's  role  is 
as  a  marketing  and  service  center 
for  production  elsewhere  in  the 
region." 

Increasingly  Hong  Kong  com- 
panies follow  this  route,  with  opera- 
tions there,  in  China,  perhaps 
Thailand,  and  possibly  North 
America  or  Europe.  It  represents 
partly  a  desire  to  diversify,  but  more, 
a  sense  of  market  opportunity. 


In  the  Hong  Kong  perception  of 
business,  a  crisis  always  links  danger 
and  opportunity.  "Hong  Kong  entre- 
preneurs may  talk  about  a  crisis  of 
confidence,"  notes  one  experienced 
trader,  "but  that  simply  means  the 
risk/ return  has  changed.  Whenever 
this  happens  some  will  find  the 
game  too  rich  and  cash  in;  but  there 
are  always  many  more  who  want  to 
play." 

The  bottom  line  on  Hong  Kong  is 
this:  Uncertainty  will  continue,  but  so 
will  growth.  The  next  few  years  will 
probably  be  the  hardest,  because 
the  uncertainty  is  greatest.  There 
will  be  bumps,  perhaps  serious 
ones— Hong  Kong  does  not  react 
well  to  changes  in  China  and  China 
has  to  work  through  its  own 
problems. 

But  Hong  Kong's  Governor,  Sir 
David  Wilson,  adds,  "Whatever  hap- 
pens in  the  next  eight  years  there 
will  be  six  million  highly  talented, 
very  energetic  people  in  Hong  Kong 
working  in  a  free  market  system.  I've 
got  a  great  deal  of  faith  in  those 
people  and  in  that  system." 
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Far  left:  The  Landmark- 
few  cities  in  Asia  have 
allowed  such  a  large  pro- 
portion of  the  population 
to  enjoy  the  benefits  of 
prosperity. 

Above:  University  of  Hoty 
Kong. 

Left:  Hong  Kong  is  expan 
ing  educational  programs  | 
to  ensure  its  future. 
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HREE  VIEWS  ON  HONG  KONG:  THE  GOVERNOR 


HONG 


diplomat  and 
hina  scholar  by  training,  Sir  David 
/ilson  has  been  Hong  Kong's  Gover- 
Dr  for  almost  three  years.  Based  on 
i  interview  at  Government  House, 
3re  are  his  views  on  key  issues. 
Current  Conditions.  Hong  Kong 
ad  a  severe  shock  earlier  this  year, 
nere  was  a  period  of  deep  gloom 
jring  June,  stretching  into  July. 
ow  we  are  coming  out  of  that 
ariod.  There  is  a  much  greater 
bareness  of  the  fact  that  Hong 
Dng  must  rely  on  itself;  that  it  must 
create  its  own  sense  of  confidence. 
Economic  Outlook.  The  economic 
jtlook  remains  very  healthy. 
5timates  for  growth  are  now  slightly 
wer  than  they  were  at  the  begin- 
ng  of  the  year.  That  is  actually  a 
}od  thing.  We  were  going  through 
period  when  the  economy  was 
/erheating  quite  severely. 
Business  Environment.  Nothing 
at's  happened  has  affected  the 
;ry  key  position  of  Hong  Kong  in 
sia  as  a  whole  and  the  territory's 
lormously  important  position  as  a 
idge  into  and  out  of  China. 
China  Connection.  Over  the  last 
i/e  years,  while  manufacturing  has 
pne  on  at  a  terrific  rate  in  Hong 
)ng,  the  territory  has  gone  back  to 
5  traditional  role  as  an  entrepot  for 
lina.  We  play  a  key  role  in  the 
;onomy  of  China  and,  therefore,  we 
ill  play  a  key  role  in  the  modemiza- 
)n  of  China.  That  is  something  I 
:pect  to  go  on;  it  is  the  natural 
)urse  of  events. 
China  Sanctions.  Historically, 
inctions  have  not  been  an  effective 
eapon  to  create  political  change.  It 
all  too  easy  to  force  China  back  into 
:onomic  and  political  autarky.  That 
something  that  will  do  no  good  for 
e  people  of  China,  no  good  for  the 
st  of  the  world  and  certainly  no 
)od  for  Hong  Kong. 
Hong  Kong's  Stability.  The 
:traordinary  features  of  the 
jmonstrations  which  occurred 
irlier  this  year  were  that  they  were 
jge— far  bigger  than  anything  that 
id  ever  happened  before— and  that 
ey  were  peaceful.  We  had  half  a 
illion  or  more  people  on  the  streets 
i  two  separate  occasions  and 
ese  demonstrations  took  place 
thout  a  single  incident. 


We  play  a  key  role  in 
the  economy  of  China 
and,  therefore,  me  will 
play  a  key  role  in  the 
modernization  in  China. 
That  is  something  I 
expect  to  go  on;  it  is 
the  natural  course  of 
events. 


Political  Change.  This  is  a  place 
that  is  all  the  time  becoming  more 
sophisticated,  more  complex  and 
more  highly  educated.  That  means 
our  system  of  government  must 
evolve  steadily  to  take  account  of 
the  wishes  of  the  people  and  the 
level  of  interest  in  political  life.  A  big 
part  of  this  is  massive  consultation. 
We  think  that's  the  right  way  in 
order  to  draw  views  from  the  com- 
munity and  build  a  consensus  on 
measures  we  should  be  adopting. 

Greater  Democracy.  I  believe 
we've  had  the  pace  of  political 
change  in  Hong  Kong  about  right 
until  now.  But  I  also  think  it  is  true 
that  views  have  been  changing  in 
the  community  and  there  is  an 
emerging  view  that  we  should  slight- 
ly speed  up  the  process  of  moving 
toward  electing  more  people  directly 
to  the  legislature.  We  should  be  tak- 
ing account  of  that  changing  view 
and  we  will  be. 

Boat  People.  The  most  immediate 
problem  we  face  and  the  one  taking 
up  an  immense  amount  of  the  ad- 
ministration's time  and  energy  is  the 
boat  people.  We  have  been  over- 
whelmed by  the  numbers  arriving 
over  the  last  few  months— more 
than  30,000.  We  have  been 


scrambling  around  trying  to  find  the 
resources  to  look  after  people  who 
have  no  historical,  cultural  or  linguis- 
tic connection  with  Hong  Kong. 

These  people  come  because  they 
want  to  go  to  the  U.S.  The  tragedy  is 
that  they  are  people  who  will  never 
get  to  the  U.S.  because  they  come 
from  North  Vietnam  and  the  U.S. 
says  it  will  not  accept  them  for  its 
refugee  program. 

After  1997.  The  Basic  Law  (Hong 
Kong's  future  constitution,  which  is 
now  being  drafted)  has  to  put  into 
effect  what  is  in  the  Joint  Declara- 
tion between  Britain  and  China.  Key 
to  that  is  the  autonomy  of  Hong 
Kong  in  economic  affairs  and  the 
continuation  of  Hong  Kong's  present 
legal  system.  I'm  sure  the  Basic 
Law  will  encapsulate  those  key 
elements. 

There  are  many  other  important 
areas,  such  as  how  the  political 
system  will  be  established,  on  which 
the  Joint  Declaration  is  less  specific. 
The  Basic  Law  can  and  may  put 
flesh  on  these  areas  and  that  will  be 
important,  too,  for  people's  confi- 
dence in  the  future.  An  essential 
principle  of  the  Joint  Declaration 
is  Hong  Kong  people  running 
Hong  Kong. 
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THREE  VIEWS  ON  HONG  KONG:  DAME  LYDIA  DUNN 


HONG 


jompany  Direc- 
tor and  Senior  Unofficial  Member  of 
Hong  Kong's  policy-making  Executive 
Council,  University  of  California- 
educated  Dame  Lydia  Dunn  is  a  vis- 
ible presence  in  Hong  Kong  affairs. 
Here  are  her  views  on  key  issues. 

Trade  Trends.  We  expected  1989 
to  be  a  year  of  moderate  growth  and 
consolidation.  Following  several 
years  of  full-capacity  output,  we 
faced  domestic  restraints  such  as 
labor  shortages,  and  demand  was 
slowing  in  major  markets  such  as 
the  U.S. and  Europe.  Although  the 
growth  of  domestic  exports  slowed 
to  6%,  however,  in  the  first  seven 
months  of  1989  re-exports  con- 
tinued to  expand  strongly  by  36%, 
fuelled  mainly  by  the  entrepot  trade 
with  China  and  cross-border  manu- 
facturing activities.  Another  trend 
has  been  the  increasing  focus  of  our 
trade  towards  Asia,  which  now  ac- 
counts for  over  60%  of  our  total  trade. 


4s  China's  largest 
source  of  foreign  invest- 
ment, largest  foreign 
exchange  earner  and 
pi'me  outlet  for 
exports,  Hong  Kong  is 
certainly  destined  to 
play  a  major  part  in  the 
country's  economic 
development. 


Hong  Kong  is  a  free  market  where 
products  from  all  over  the  world  can 
compete  on  a  level  playing  field. 

The  June  troubles  in  China  have 
apparently  affected  our  trade  hardly 
at  all.  In  fact  the  July  trade  figures 
with  China  show  gains  of  16%  for 
our  domestic  exports.  Longer  term, 
much  depends  on  the  economic 
policies  adopted  by  the  Chinese 
leadership. 

Reliable  Sourcing.  As  China's 
largest  source  of  foreign  investment, 
largest  foreign  exchange  earner  and 
prime  outlet  for  exports.  Hong  Kong 
is  certainly  destined  to  play  a  major 
part  in  the  country's  economic 
development.  Links  with  South 
China  are  particularly  strong,  for  in 
the  Pearl  River  Delta  some  12,000 


enterprises  and  two  million  workers 
are  engaged  in  production  for  Hong 
Kong  concerns. 

Hong  Kong's  reliability  as  a  supply 
center  is  a  well-established  fact.  It 
has  enabled  the  territory  to  become 
the  world's  11th  largest  exporter.  The 
trend  in  the  last  two  years  for  Hong 
Kong  manufacturers  to  utilize  the 
available  resources  of  southern 
China  has  in  no  way  detracted  from 
this.  Even  at  the  height  of  the 
political  turmoil  in  China,  production 
in  the  south  was  undisturbed  and 
orders  taken  in  Hong  Kong  fully  met. 

U.S.  Help.  The  U.S.  can  help  by, 
first,  simply  continuing  to  trade  and 
do  business  with  us.  We  feel  U.S. 
businessmen  could  take  considerably 
more  advantage  of  the  many  trading 
and  investment  opportunities  Hong 
Kong  offers.  A  sober  assessment  of 
our  economic  strengths  will  be  suffi- 
cient to  attract  greater  interest. 
Second,  to  allow  Hong  Kong  fair 
access  to  your  market   We  have 
always  had  a  totally  free  and  open 
market  here  and  we  believe  protec- 
tionism of  any  kind  to  be  a  damaging 
force  for  all  concerned.  Third,  not  to 
adopt  sanctions  against  China.  We 
feel  this  response  to  be  counter- 
productive and,  indeed,  harmful  to 
our  own  economic  well  being. 


Hong  Kong's  Stability.  No  greater 
testimony  to  Hong  Kong's  political 
stability  could  be  found  than  in  the 
people's  reactions  to  events  they 
found  profoundly  disturbing.  Hong 
Kong  people  showed  their  worry  and 
sorrow  with  remarkable  dignity  and 
self-restraint.  Their  concern  did  give 
rise  to  greater  attention  towards  the 
development  of  representative 
government  here.  The  debate  in 
Hong  Kong  has  always  centered  on 
the  speed  of  reform,  not  the 
desirability  of  representative 
government. 

Hong  Kong's  Importance.  Hong 
Kong  lies  at  the  center  of  the  Asia- 
Pacific  economic  boom.  According 
to  the  World  Bank,  the  region  will 
account  for  40%  of  world  trade  by 
the  year  2000.  Hong  Kong  is  also  at 
the  hub  of  a  worldwide  trading  and 
financial  network.  If  you  count  the 
EEC  as  a  single  market,  it  is  the  sixth 
largest  trading  entity  in  the  world. 
The  territory  is  a  model  free-market, 
free  trading  economy,  and  as  such  i; 
valued  by  many  as  a  positive  influ- 
ence in  international  trade.  Our 
separate  membership  of  the  GATT 
has  been  guaranteed  by  the  Sino- 
British  Joint  Declaration,  so  we  will 
be  able  to  function  in  these 
capacities  long  after  1997 
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Making  your  bed 
at  the  legend  in  Hong  Kong. 


MANDARIN  ORIENTAL 
HONG  KONG 


For  generations,  Irish  linen  bedsheets 

have  graced  the  finest  bedrooms. 

And  for  over  twenty-five  years, 

one  particular  house  in  Ireland 

has  been  sending  its  finest  work 

;    to  Mandarin  Oriental  Hong  Kong. 

An  extravagance,  perhaps. 

But  the  crisp  sensual  feel  of 

traditional  Irish  linen  assures 


that  you  will  enjoy  your  night's  sleep 
at  the  legend  as  much  as  you  relish 
our  panoramic  harbour  views 
and  impeccable  service. 
Such  attention  to  detail  has 
made  us  one  of  the  finest  hotels 
in  the  world.  And  after  all, 
isn't  quiet  luxury  the  best 
kind  in  which  to  fall  asleep? 


MANDARIN    ORIENTAL 
THE  WORLD'S  FINEST  HOTELS 


_ 


Mandarin  Oriental:  5  Connaught  Road,  Central.  Hong  Kong.  Tel:  (5)  220111,  Tlx:  73653,  Fax:  (5)  297ST8 

Bangkok  •  Hong  Kong  •  Jakarta  •  Macau  •  Manila  •  San  Francisco  •  Singapore  •  The  Excelsior,  Hong  Kong. 

Reservations:  1  (800)  526  6566(toll  free),  your  travel  ^cm.lheFJeadinjfHotelsofthtfWoddox  Utell  International. 
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THREE  VIEWS  ON  HONG  KONG:  WILLIAM  PURVES 


Hong  Kong  is  China's 
gateway  to  the  rest  of 
the  world  and,  despite 
the  political  crisis  this 
summer,  China  has 
made  it  clear  that  the 
open  door  economic 
policy  is  to  continue. 


KONG 


he  Hongkong 
and  Shanghai  Banking  Corporation  is 
not  only  Hong  Kong's  pre-eminent 
financial  institution,  it  is  also  one  of 
the  major  investors  in  the  territory's 
economy.  Forbes  asked  Group  Chair- 
man William  Purves  for  his  views  on 
Hong  Kong  today  and  tomorrow. 

Hong  Kong  Risk?  We  have  a  big 
operation  here  and  have  been  here 
for  a  long  time.  Most  banks  feel 
most  comfortable  in  the  domestic 
market  they  know  well.  So  I  think 
you  can  take  it  that  we  feel  comfor- 
table with  our  exposure  in  Hong 
Kong;  we  would  not  be  competing  to 
try  to  gain  market  share  if  we  were 
not. 

Hong  Kong's  Strengths.  I  think 
one  of  its  greatest  strengths  is  its 
flexibility.  People  in  Hong  Kong  react 
more  quickly  than  anywhere  else  in 
the  world  that  I  can  think  of  to 
changes  in  world  markets,  prices, 
regulations  and  so  on.  That  is  what 
has  made  Hong  Kong  such  a  suc- 
cessful exporter. 

Another  strength  is  China.  It's  a 
huge  economy,  which  over  the  last 
ten  years  has  been  growing  just  as 


Then  «.i-  .1  time  when  Hong  Kong's  electronics  industry  was  Ivst 

1  lot  a*  assembly  oi  simple  -\M  radios  using  imported  components. 
Ho*  times  have  changed. 

the  world's  leading  supplii  1  Bui  these  J.ns  we're 

personal  computers,  Jisk  drives,  printed 
circuil  ind  peripherals,  and 

i  silicon  ilup 
1 manunv  tuted  in  I  long  Kong  today,  ourquality  is 


assured,  our  prices  -ire  competitive  apd  our  tupvaiourtds  are  fast  and 
reliable. 

It  you'd  like  is  know  more  about  di  ting  h mines*  with  Hong  Kong, 
'  the  T  tade  Development  Council.  From  out  computerised  listings 
ol  ova  38,000  leading  suppliers  we'll  pro\  tde  you  with  .i  short- list  of  the 
manusacturenwho  have  precisely  what  you're  after. 

All  you  have  to  >lo  is  call  us  toll  free  at  1-800-TDC-HK I  h 
between  9:00  am  to  5:00  pm  EDT.  jrade  Development  Council 


..      II  '12-726-2441  • 
-  t.l   ID-II4-74S4I6]   I-..  n,-:u  7<:*;,     •  L«  It-IIMU-lIM  h«  H..-U-MI  H»>.  MIAMI.  T.M1I  k«S"^«H  Fu  IIM0M7I4U4 
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jst  as  any  economy  in  the  Asia- 
acific  region.  Hong  Kong  is  China's 
ateway  to  the  rest  of  the  world  and, 
espite  the  political  crisis  this  sunn- 
ier, China  has  made  it  clear  that  the 
pen  door  economic  policy  is  to 
ontinue. 

Hong  Kong's  Weaknesses.  The 
lain  one  is  the  fragility  of  con- 
dence.  Hong  Kong's  economy  is 
olatile.  It  swings  between  euphoria 
i  boom  times  and  gloom  at  times  of 
^cession.  Political  problems  in  China 
an  plunge  us  into  deep  gloom,  as 
/e  saw  this  year.  But  it  has  always 
een  like  that;  and  every  time  Hong 
ong  comes  back  stronger  than 
efore.  Hong  Kong  survived  the 
evastation  of  the  Second  World 
\/ar  and  the  prolonged  chaos  of  the 
ultural  Revolution.  I  think  that  helps 
)  put  our  current  problems  into 
erspective. 

China  Connection.  I've  talked 
Iready  about  confidence  in  Hong 
ong.  In  practical  terms,  the  crisis  in 
hina  has  had  no  impact  on  Hong 
ong's  economy  beyond  the  dip  in 
usiness  activity  in  June  and  July, 
reduction  in  southern  China  was 
ot  disrupted,  and  the  flow  of  goods 


to  Hong  Kong  for  re-export  has  con- 
tinued unaffected. 

After  1997.  I  think  "one  country, 
two  systems"  is  viable.  And  the 
reason  why  I  think  it's  viable  is  that 
the  will  is  there  to  make  it  work.  Bri- 
tain wants  it  to  work.  China  wants  it 
to  work.  Hong  Kong  people  obvious- 
ly want  it  to  work.  But  of  course  it's 
untested  political  and  constitutional 
territory.  Maybe  things  won't  work 
out  exactly  as  we  think  they  will.  But 
practical  and  pragmatic  solutions 
will  be  found. 

Group  Plans.  We  have  long  had  a 
strategy  of  splitting  our  assets  be- 
tween the  Asia-Pacific  region,  North 
America  and  Europe.  Having  been  in 
most  Asian  countries  for  over  100 
years,  we  are  obviously  strong  in 
Asia.  In  North  America  we  have 
Marine  Midland  on  the  East  Coast 
and  have  a  strategic  alliance  with 
Wells  Fargo  on  the  West  Coast. 
Hongkong  Bank  of  Canada  is  the 
largest  foreign  bank  in  Canada  and 
growing  satisfactorily.  In  Europe,  we 
have  formed  a  partnership  with 
Midland  Bank  which  means  our 
customers  can  be  looked  after  in 
much  of  continental  Europe. 


HONG 


The  Hongkong  and  Shanghai 
Banking  Corporation 

I  see  us  continuing  to  concentrate 
on  the  areas  of  business  which  we 
know  well:  solid  commercial  banking 
for  small  and  medium-sized  com- 
panies in  a  large  number  of  coun- 
tries, and  also  personal  banking  in 
countries  where  we  have  a  major 
presence.  We  shall  also  continue  to 
compete  in  selected  capital  markets 
where  we  believe  we  have  a  com- 
parative advantage;  and,  of  course, 
we  enjoy  relationships  with  a  signifi- 
cant number  of  the  world's  largest 
corporate  entities. 


The  a  Pacific    Century 


or  more  than  150  years,  our  roots  have  been  firmly  planted  in  the 
Asia  Pacific. 

J\s  part  of  a  London  Stock  Exchange  listed  group.  Inchcape  Pacific 
is  today  the  leading  services  and  marketing  organization  in  the  Far 

Fast  region. 

Uur  commitment  to  Asia  dates  back  to  1836,  when  we  first  started 
doing  business  in  Hong  Kong  and  ("hina.  Whether  it's  product 
distribution,  joint  ventures,  or  licensing,  our  record  of  success  is 
unsurpassed. 

We  have  worked  closely  with  US  companies  and  manufacturers  from 
all  over  the  world  to  build  market  share  in  Hong  Kong.  China.  Japan. 
Korea,  Taiwan,  Micronesia,  and  the  ASEAN  countries. 

It  isn't  just  the  Pacific  Century.   It's  the  Inchcape  Pacific  Century. 


ness  Machines  •  Consumr-i   aim  Industrial  Products  •  Shipputg  Senncrs  •  liming  Servicers  •  Insprclii 


Inchcape 
Pacific 

■I'.lih  Klooi .  Exchange  s(|n.it<  (  hie, 

I  long  ki>nj> 

Itl.:  (852)  5-8424666 
I  ,.v   (852)  5-8100031 
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BUSINESS  PERSPECTIVE:  OPPORTUNITIES  ABOUND 


HONG 


|espite  the 
uncertainty  of  the  last  summer, 
business  opportunities  abound  in 
Hong  Kong  today.  One  reason  is  the 
government's  infrastructure  pro- 
gram, which  will  total  over  US$12 
billion  over  the  next  decade.  Included 
are  a  new  airport,  roads,  basic  infra- 
structure, new  industrial  parks  and 
an  environmental  clean-up. 

The  private  sector  has  also  been 
active.  Citibank,  for  example,  recently 
took  a  5%  stake  in  a  US$670  million 
venture  to  develop  one  of  the  few 
large  open  sites  available  in  Hong 
Kong's  central  business  district. 

Inchcape  Pacific  is  another  inter- 
national company  that  is  expanding 
in  Hong  Kong.  "Inchcape  fully 
believes  Hong  Kong  will  become  the 
business  capital  of  the  greater 
China,  a  region  comprising  Hong 
Kong,  southern  China  and  Taiwan,  all 
linked  intrinsically  in  terms  of 
economy  and  business,  despite 
political  differences,"  says  Executive 
Director  Paul  Cheng. 

China-born  Cheng  is  a  naturalized 
U.S.  citizen  and  former  president  of 
Hong  Kong's  active  American 
Chamber  of  Commerce.  He  is  also 
the  only  U.S.  citizen  in  Hong  Kong's 
Legislative  Council— a  time- 
consuming  job  which  his  company 
fully  supports  because  of  its  impor- 
tance to  the  territory's  future. 

A  subsibiary  of  the  London-based 
Inchcape  PLC,  Inchcape  Pacific 
operates  out  of  Hong  Kong  in  some 
20  markets  around  the  region  and 
has  eight  main  businesses  in  the  ter- 
ritory itself  — four  in  marketing  and 
distribution,  four  in  services.  Since 
1986  the  company  has  trebled  its 
profits 

The  company  has  had  particular 
success  in  automotive  sales. 
"Motors  are  very  important  for  us 
here,"  says  Chairman  and  Chief  Ex- 
ecutive Charles  Mackay,  adding  that 
the  company  holds  the  lion's  share 
in  Hong  Kong  sales,  representing 
Toyota,  Mazda,  Rolls  Royce,  Jaguar 
and  Peugeot  among  others. 

Inchcape  is  active  in  marketing 
and  distributing  such  products  as 
business  machines,  where  again  it  is 
a  market  leader,  wines  and  spirits,  as 
well  as  consumer  and  industrial 
products.  It  is  the  exclusive 


Inchcape  runs  eight  businesses  in  Hong  Kong:  four  in  marketing  and 
distribution  and  four  in  services. 


distributor  or  joint-venture  partner  of 
U.S.,  British,  Japanese  and  European 
manufacturers  in  most  markets 
throughout  the  Asia-Pacific  region.  It 
operates  the  Dodwell  International 
Buying  Offices,  the  largest  indepen- 
dent operation  of  its  kind  in  the 
world.  It  also  runs  the  largest  insur- 
ance group  in  Hong  Kong  and  is  a 
major  player  in  shipping,  services 
and  consumer  testing. 

Inchcape  plans  to  strengthen  its 
presence  in  Hong  Kong.  "We're 
negotiating  acquisitions  that,  if  the 
deals  go  through,  would  help 
strengthen  our  existing  lines  of 
business,"  Mackay  says.  "We 
haven't  lost  interest  in  Hong  Kong 
because  of  the  China  uncertainties. 
In  fact,  there  are  now  bargains  to  be 
picked  up." 

Jardine  Matheson  is  another  well- 
established  firm  that  maintains  its 
commitment  to  Hong  Kong.  Estab- 
lished in  1832  and  the  best  known  of 
Hong  Kong's  great  trading  houses  or 
hongs,  it  has  progressively  expanded 
internationally  — if  only  because  it  is 
already  in  so  many  things  in  Hong 
Kong,  from  retailing  and  trading,  to 
engineering  and  construction,  and 
from  aviation  and  shipping,  to  fast 
food,  hotels,  property  and  financial 
services. 

Says  Managing  Director  Nigel  Rich, 
"80%  of  our  assets  and  77%  of  our 
profits  come  from  Hong  Kong."  While 
the  company  continues  to  take  a 
global  perspective  on  its  business, 
Rich  is  also  confident  both  about 
Hong  Kong  and  the  growth  potential 
there. 

"We  believe  Hong  Kong  presents 
substantial  business  opportunities," 


Rich  says.  One  reason  is  the  China 
connection  and  the  potentially  enor- 
mous China  market.  Another  is  Hong 
Kong's  central  position  to  Asia's 
growing  regional  trade.  "Hong 
Kong's  location  makes  it  extemely 
well-placed  for  doing  business  in  this 
part  of  the  world,"  Rich  adds. 

A  pragmatist  like  most  of  Hong 
Kong's  business  elite,  Rich  is  aware 
of  the  dangers  ahead  for  Hong  Kong. 
But  he  does  not  wallow  in  pessimism: 
"I  think  there  is  a  genuine  will  in 
China  to  preserve  Hong  Kong  as  it 
is,"  Rich  observes. 

Martin  Barrow,  a  colleague  of  Rich 
at  Jardine  Matheson,  who  serves 
both  on  the  Legislative  Council  and 
as  Chairman  of  the  Hong  Kong 
Tourist  Association,  is  also  positive. 
Like  many  he  is  aware  that  if  there  is 
one  constant  in  China's  policy  over 
the  last  40  years  it  has  been  preserv- 
ing its  access  to  foreign  exchange- 
namely  Hong  Kong,  which  today 
accounts  directly  or  indirectly  prob- 
ably for  more  than  half  of  China's 
foreign  exchange  receipts. 

"We  must  never  doubt  China's  in- 
tentions to  keep  Hong  Kong  prosper- 
ous," says  Barrow,  who  learned  the 
Chinese  language  some  20  years 
ago  "As  long  as  we  keep  the  stan- 
dards of  excellence  in  all  our 
services,  not  only  in  the  tourism 
industry,  we  will  retain  our  leading 
position  as  a  business  and  travel 
destination  in  Asia.  I  am  very  bullish 
about  Hong  Kong  post-1997." 

Tourism  was  one  sector  hit  par- 
ticularly hard  in  the  aftermath  of  the 
events  in  China.  Many  tourists, 
especially  from  the  U.S.  and  Europe, 
who  had  combined  China  and  Hong 


THE        PENINSULA        HONG        KONG 


"ThtFJeadinflkxetsoftlMfWorid 

The  Leading  Hotels  of  the  World 
Tollfrec  (800)  223  6800 


TwfriRroflbms 


Preferred  Holcls  Worldwide 
Tollfree  (800)  323  7500 


SieigcnbcrgcT  Reserralion  Service 
Tollfrec  (800)  223  5652 


The  PeninsulaX^Hong  Kong 
60  Years  Diamond  Anniversary 

TheRsninsula 

Hang  Kong 

Peninsul* 

CROUP 


® 


Kong,  cancelled.  American  Eugene 
Sullivan,  Executive  Director  of  the 
Hong  Kong  Tourist  Association, 
notes  that  June  arrivals  were  down 
20.5%  and  July  22.2%.  He  expects 
the  year  to  be  flat— although  growth 
in  arrivals  had  been  slowing  after  big 
growths  in  1987  and  1988  of  20.6% 
and  24.2%,  respectively. 

"The  impact  from  the  China  tur- 
moil will  last  another  six  months, 
where  we'll  fall  below  projected 
growth  rates,"  Sullivan  remarks.  To 


remedy  this,  the  Association  is  em- 
phasizing even  more  strongly.  Hong 
Kong  as  a  destination  in  its  own  right 
rather  than  as  a  gateway  to  China. 
"This  means  adding  to  its  well- 
known  attractions  of  shopping- 
eating-entertainment,"  Sullivan  ex- 
plains. "We're  promoting  Chinese 
culture  so  that  visitors  extend  their 
stay.  We're  also  exploiting  the  ad- 
vantages of  the  territory  as  a  con- 
ventions and  exhibitions  site,  with 
our  new  unique  Hong  Kong  Exhibi- 
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The  fabled  Peninsula  in  Kowloon. 


For  information  on  Hong  Kong  contact  one  of  the 
Hong  Kong  Economic  &  Trade  Offices  in  the  USA: 

Washington: 

1233  20th  Street,  Washington,  DC  20036 

Tel.  (202)  331-8947     Fax.  (202)  331-8958 

New  York: 

680  Fifth  Avenue,  New  York,  NY  10019 

Tel.  (212)  255-8888     Fax.  (212)  974-3209 

San  Francisco: 

180  Sutter  Street  4/F,  San  Francisco,  C A  94104 

Tel.  (415)  397-2215     Fax.  (415)  421-0646 
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The  Regent,  which  is  now  setting 
standards  around  the  world. 

tion  and  Convention  Center." 

Fellow-American  Robert  Riley, 
Managing  Director  of  Mandarin 
Oriental  Hotels,  agrees:  "It's  impor 
tant  for  us  to  get  the  message  out 
that  Hong  Kong  is  a  destination  in 
itself  and  that  Hong  Kong  is  just  as 
exciting  and  just  as  safe  as  it  was  six 
months  ago." 

Hong  Kong's  top  hotels— like  the 
Mandarin  Oriental,  the  Peninsula  an 
the  Regent— expect  their  market  to 
pick  up  during  the  prime  business 
travel  season  which  begins  this 
month.  Bob  Burns,  founder  and 
Chairman  of  Regent  Hotels,  notes 
that  in  June  there  was  a  moment 
when  everyone  expected  the  bottom 
to  fall  out  of  the  market.  It  didn't. 
The  Regent  averaged  over  90% 
occupancy  in  1988  and  by 
September  1989,  occupancy  had 
virtually  returned  to  its  forecast  in 
the  mid-1980s. 

As  with  other  sectors  of  the  Hong 
Kong  economy,  Hong  Kong's  great 
hotel  chains  — which  traditionally  vie 
globally  to  be  ranked  as  best— have 
moved  offshore.  The  Peninsula  is  in 
New  York  on  Fifth  Avenue. 

Regent  has  several  new  properties 
about  to  come  on  stream  in  Asia- 
including  Jakarta,  Taipei  and  Kuala 
Lumpur.  In  Europe  a  hotel  in  Milan 
will  be  completed  in  1990.  It  has  fin- 
ished remodelling  the  Regent  Beverly 
Wilshire.  In  New  York,  in  addition  to 
the  Mayfair  Regent,  it  is  building  a 
new  400-room  hotel  in  mid-town, 
which  will  open  in  about  two  years. 

The  Mandarin  Oriental  chain  is 
preparing  to  build  a  hotel  in  Kuala 
Lumpur  and  is  looking  for  a  site  in 
New  Delhi.  Its  San  Francisco  proper- 
ty, which  has  some  of  that  city's 
finest  views,  was  recently  rated  best 
for  quality  by  an  independent  survey. 
The  same  survey  also  ranked  the 
hotel's  Silks  Restaurant  third  best  in 
the  Bay  Area,  a  region  which 
abounds  in  superlative  restaurants. 
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IUTCHISONS  HONG  KONG-AN  INTERNATIONAL  FUTURE 


change.  In  the  next  few  years  we  will 
probably  achieve  a  50:50  mix." 

Why  is  this?  "Hong  Kong  is  a 
small  market  with  just  5.6  million 
people.  The  potential  which  has  led 
to  growth  in  Hutchison's  business, 
which  is  expected  to  generate  a  post 
tax  profit  of  over  US$300  million  in 
1989,  remains.  The  Cheung  Kong 
group  of  companies  of  which  Hutch- 
ison is  a  member  collectively  gener- 
ates profits  of  over  US$1  billion  per 
year.  But  there  are  physical  limits  to 
a  market  this  size,"  he  says. 

For  the  Hutchison  of  today  there 
are  five  core  areas  of  business:  prop- 
erty, container  terminal  operations, 
energy,  telecommunications  and 
retailing. 

Property  has  been  the  major  play 
in  Hong  Kong  for  Hutchison.  Policy 
has  been  to  develop  its  historical 
land  bank,  mostly  purchased  at  sig- 
nificantly lower  rates  a  number  of 
years  ago. 

The  Hutchison  group  plans  to 
build  more  than  20,000  condomin- 


ver  the  past 
ve  years  we  have  been  reshaping 
lutchison  Whampoa  into  a  Hong 
£>ng-based  multinational  corpora- 
on.  Hutchison  has  been  a  very 
long  Kong  oriented  company.  It  has 
<layed  a  major  role  in  Hong  Kong's 
levelopment  for  many  years,"  says 
limon  Murray,  Group  Managing 
)irector,  Hutchison  Whampoa 
imited.  "Now  we  are  taking  that 
nowledge  throughout  Asia,  and 
•erhaps  a  little  wider,too,with  partic- 
ilar  interest  in  Canada  and  the  U.K." 

The  company  was  founded  in 
long  Kong  150  years  ago  and  was 
;onsidered  one  of  the  traditional 
Hongs'  — British-owned  trading 
louses.  But,  in  the  ten  years  since 
>illionaire  Chinese  entrepreneur  Li 
la-shing  purchased  a  controlling 
hare,  it  has  developed  an  entirely 
lifferent  perspective. 

"80%  of  our  investments  are  still 
lere  in  Hong  Kong  and  a  strong  core 
vill  continue  to  be,"  says  Murray. 
'However,  the  balance  will  gradually 


HONG 


Li Kashing— Chairman  of 
Hutchison  Whampoa  Limited 
and  Cheung  Kong  (Holdings) 
Limited.  Through  his  personal 
interest  in  Cheung  Kong,  Li  con- 
trols a  group  of  companies  that 
make  up  approximately  15%  of 
Hong  Kong's  stock  market  capi- 
talization. The  legendary  rags  to 
riches  entrepreneur  who  started 
life  working  in  a  plastic  flowers 
factory  and  who  is  now  worth 
over  US$1  billion  will  continue  to 
be  a  key  figure  in  shaping  Hong 
Kong's  future. 
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"We  started  off  with  a  iittle  night  music." 


, '  Hong  Kong 's  night- 
life has  a  character 
all  its  own.  We  found 
a  unique  combination  of  east 
and  west,  traditional  and 
contemporary. 

Our  first  encounter  with  this 
paradox  was  an  experience 
I  '11  never  forget.  We  started  off 
with  a  little  night  music,  as  we 


unexpectedly  found  ourselves  in 
the  midst  of  a  Chinese  Opera  in 
the  street.  It  was  an  impromptu 
affair  with  actors  portraying 
a  tale  of  the  last  Ming  princess. 

fust  beyond,  Temple  Street 
Night  Market  beckoned.  The 
best  bargains  by  far  were  the 
fortunes  told  by  an  educated 
bird  who  selected  each  client  s 


destiny  from  a  pile  outside 
her  cage.  (I  seriously  hope  she 
didn  't  mean  10  children!) 

Each  day  offered  such  diver- 
sity. Fascinating  temples  and 
outlying  islands  were  com- 
plimented by  an  international 
symphony  concert  and  a 
candle-lit  dinner  on  an  elegant 
harbour  cruiser.  My  list  of 
favorites  goes  on  and  on.  fust 
like  the  magic  of  Hong  Kong. ' ' 

See  your  travel  agent  or  mail 
in  the  coupon  for  details  of  the 
most  unforgettable  holiday 
you  '11  ever  have. . .  in  Hong 
Kong. 


HONGKONG 

Tell  me  more  about  Hong  Kong 


Name: 


Address: 


.  Zip: 


Mail  to-  Hong  Kong  Tourist 
Association  P.O.  Box  7720, 
Itasca,  Illinois  60143-7720. 


4 


DVERTISEMENT  14 


iums  in  the  next  five  years,  accord- 
ing to  Murray.  Residential  units  are 
sold  off,  while  associated  commer- 
cial areas  are  held  for  long-term 
rental. 

"We  are  concentrating  on  the 
middle  market,"  says  Murray. 
"That's  where  demand  is  keen.  In 
Hong  Kong  2.5  million  people  live  in 
government  housing.  It's  an  upward- 
ly mobile  community,  where  people 
are  always  on  the  lookout  for  higher 
quality  private  sector  accommoda- 
tions." 

Hutchison  expects  its  commercial 
rental  income  to  treble  in  the  next 
three  years  as  new  projects  come  on 
stream,  including  a  massive  5.4 


million  square  foot  warehouse  and 
distribution  center  at  Hong  Kong's 
Kwai  Chung  container  port.  When 
completed  in  1992  it  will  be  the 
largest  single  industrial  building  in 
Asia. 

Hong  Kong's  container  port  is  the 
busiest  in  the  world  in  terms  of 
throughput.  Hongkong  International 
Terminals  (HIT),  a  subsidiary  of 
Hutchison,  is  the  world's  largest 
privately-owned  and  operated  con- 
tainer terminal.  It  handles  about 
50%  of  the  territory's  container 
traffic,  which  is  growing  at  12%  a 
year.  HIT  is  planning  to  invest  in  con- 
tainer port  development  in  other 
cities  in  Asia. 


Both  HIT  and  Hutchison  will 
benefit  greatly  from  growth  in  the 
domestic  market  and  improvements 
in  trade  with  southern  China. 

"Certainly  the  events  in  China  this 
past  summer  have  impacted 
significantly  on  Hong  Kong  and  the 
world's  perception  of  Hong  Kong," 
says  Murray. 

"But  we've  had  far  worse  before, 
during  the  Cultural  Revolution.  The 
future  of  Hong  Kong  is  a  huge  com- 
mercial deal  between  the  U.K.,  Hong 
Kong  and  China.  China's  two-way 
trade  with  Hong  Kong  is  not  far  off 
HK$300  billion  now.  That's  why  they 
are  effectively  extending  the  lease  in 
saying  no  change  for  50  years.  If  you 
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SECURING  A  BRIGHT  FUTURE 

An  interview  with  Simon  Murray,  Group  Managing  Director, 
Hutchison  Whampoa  Limited 


In  the  long  term,  what  Hong  Kong 
wants  to  see  most  from  China  is 
stability.  Too  much  flexibility  can 
lead  to  chaos,  but  stability  main- 
tained by  a  grip  of  iron  would  be 
inimicable  to  personal  freedoms  and 
business  activity  in  Hong  Kong. 

Most  importantly,  the  three  prin- 
cipal participants  in  the  future  of 
Hong  Kong  — the  British,  the 
Chinese,  and  the  people  of  Hong 
Kong  themselves— all  want  the 
same  thing  future  prosperity.  As  we 
all  share  this  common  goal  there  is  a 
good  chance  that  even  with  different 
ideas  on  how  to  get  there,  we  will 
reach  it. 

What  is  important  is  that  Hong 
Kong  carries  on  doing  what  it  is  very 
good  at:  manufacturing,  generating 
wealth,  marketing,  providing 
services  and  communications  for 
local  people  and  the  international 
community,  and  providing  an  ex- 
cellent springboard  or  doorway  into 
China  and  a  link  between  the  West 
and  the  East. 

If  it  does  that  with  full  enthu- 
siasm, Hong  Kong  will  be  as  pros- 
perous in  1997  as  it  is  today  and  the 
future  will  be  very  bright. 

On  the  other  hand,  if  a  critical 
section  of  the  population  has  moved 
away  before  1997  —if  70,000  people 
leave  each  year  for  the  next  seven 
years,  that's  500,000— we  will  have 
a  serious  problem.  The  people  who 
may  leave  are  probably  those  who 
are  making  this  place  tick,  and  those 


|ong  Kong  is 
the  barometer  by  which  the  interna- 
tional business  community  keeps  a 
check  on  the  economic  climate  in 
China,  and  this  will  be  particularly 
true  in  the  run-up  to  1997   If  Hong 
Kong  and  China  can  smooth  over 
their  differences  during  the  next 
seven  years,  trade  between  the  two 
will  continue  to  grow  rapidly. 

One  way  or  another,  over  time, 
China  will  present  a  very  strong 
economic  base.  Whether  it  will 
emerge  as  a  more  production- 
oriented  economy  or  a  market  in 
itself  is  an  interesting  question.  I 
would  lean  towards  production.  I 
think  it  will  be  a  very  long  time 
before  China  becomes  the  volume 
market  for  consumer  goods  that 
many  people  would  have  us  believe, 
but  as  an  economic  force  in 
manufacturing,  particularly  involving 
labor-intensive  industries,  China  has 
a  very  good  future  And  it  is  worth 
remembering  that  it  was  low  cost 
labor  that  really  got  Taiwan,  South 
Korea  and  now  Thailand  moving  — 
also  Hong  Kong. 

The  events  in  Beijing  on  June  4 
will  always  be  remembered  with 
sadness  in  Hong  Kong   However,  of 
long-term  concern  are  the  economic 
and  political  developments  in  China 
in  the  aftermath  of  June  4,  where 
there  appears  to  be  a  regression  to 
some  of  the  attitudes  prevalent  dur- 
ing the  period  of  the  Cultural 
Revolution. 
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running  the  small  businesses  which 
really  matter  in  Hong  Kong. 

It  is  critical  that  we  find  some 
mechanism  to  ensure  that  these 
people  stay.  And  that  is  where  we 
are  looking  very  strongly  to  the 
British  and  others  to  provide  a 
lifeline  in  the  form  of  passports. 

Hong  Kong  is  the  only  country  in 
the  world  where  we  need  passports 
to  stay! 

If  a  more  secure  future  for  the 
people  of  Hong  Kong  can  be  mapped 
out,  I  believe  potential  emigrants  will 
stay  They  like  it  here,  they  have 
money  here  and  most  have  no  great 
desire  to  leave. 

It's  here  where  they  have  achieved 
their  success.  It  is  the  last  real  bas- 
tion of  capitalism  and  has  proved 
more  than  anywhere  that  capitalism 
can  work  and  provide  a  society  with 
a  lifestyle  better  than  many  else- 
where in  the  world. 

I  believe  that  with  the  right  degree 
of  support  from  China,  the  U.K.  and 
the  international  community,  com- 
bined with  the  enthusiasm  of  the 
people  of  Hong  Kong,  there  could  be 
a  thriving  international  business 
center  here  for  many  years  after  1997. 


HONG 


'ere  the  landlord  and  getting  that 
Drt  of  rent  would  you  want  to 
hange  anything? 
"In  the  long  run  all  three  parties 
'ant  the  same  thing  — Hong  Kong's 
ontinued  prosperity— we'll  get  there 
>/entually  but  there  are  some  fun- 
amental  differences  on  approach 
lat  need  to  be  ironed  out." 
"Hutchison's  businesses  have 
een  tailored  to  meet  the  needs  and 
ie  growth  areas  in  Hong  Kong.  We 
'e  also  taking  areas  of  business  in 
"hich  we  are  skilled  and 
lowledgeable  and  growing  them 
'ound  the  world." 
In  the  past  five  years,  Hutchison 
nd  its  sister  companies  have  begun 
series  of  moves  into  power  genera- 
Dn  and  the  energy  field. 
Hongkong  Electric,  now  34.6% 
vned  by  the  Hutchison  group,  sup- 
ies  all  the  electricity  to  Hong  Kong 
land.  It  is  poised  to  sign  a  deal 
cilitating  electricity  sales  from  its 
500  MW  coal-fired  power  plant  in 
ong  Kong  to  Macau, 
i  A  43%  interest  in  Husky  Oil,  one 
Canada's  largest  privately-owned 
dependent  oil  and  gas  companies, 
ay  allow  Hutchison  to  benefit  from 
'ackening  U.S.  oil  production.  Husky 
vns  Canterra  Energy,  another 
|3nadian  energy  company,  which 
.pects  to  supply  increasing  volumes 
I  natural  gas  to  U.S.  markets. 
The  past  decade  has  seen  a 
iamatic  worldwide  growth  in 
j  lecommunications.  "Hutchison 
^communications  started  just  four 
;ars  ago  and  has  hit  telecom- 
unications  gold  in  Hong  Kong," 
iys  Murray.  "In  Hong  Kong,  we 
pve  a  55%  share  of  the  market  for 


Top  Left:  Hutchison  Telecom  operates  one 
of  the  largest  private  radio  paging  networks 
in  the  world,  processing  over  one  million 
calls  each  day. 

Top:  Whampoa  Garden— 10,000  apart- 
ments and  $900  million  invested  in  Hong 
Kong's  future. 

Above:  Husky  Oil,  one  of  Canada's  largest 
privately-owned  independent  oil  and  gas 
companies,  is  looking  to  increased  natural 
gas  sales  to  the  United  States. 

cellular  telephones,  over  half  the 
rapidly  growing  paging  market  and 
we  have  introduced  the  world's  first 
public  mobile  data  communications 
network." 

Hutchison  Telecom  is  a  partner  in 
the  AsiaSat  project  with  Cable  & 
Wireless  of  the  U.K.  and  the  China 
International  Trust  and  Investment 
Corp.  (OTIC)  of  China.  The  high 
powered  Hughes  HS-376  satellite, 
when  launched  in  1990,  will  bring 
high-quality  telecommunications  and 
broadcasting  services  to  a  region 
with  two  billion  people. 

Outside  Hong  Kong,  Hutchison 
has  joined  a  consortium  bidding  for 


the  license  to  develop  and  operate  a 
Personal  Communications  Network 
in  the  U.K.  It  has  moved  into 
Australia,  where  it  owns  and 
manages  one  of  the  top  three  paging 
companies. 

"We  are  unique  because  we  have 
market-driven  management  that  has 
actually  gone  into  countries  and 
developed,  set  up  and  run  suc- 
cessful operations,  something  very 
few  other  telecom  companies  have 
been  able  to  do,"  says  Murray. 

"Hutchison  will  continue  to 
change  its  investment  mix  depen- 
ding on  market  conditions  around 
the  world,"  he  says.  "There  are 
great  opportunities  here  in  Asia 
Pacific. 

"In  assisting  in  the  development 
of  Hong  Kong,  Hutchison  has  often 
come  in  with  enormous  investments 
in  areas  where  there  were  great 
needs,  such  as  the  first  cross  harbor 
tunnel.  We  are  always  seeking  this 
type  of  opportunity  and  with  the 
benefit  of  our  experience,  we  will 
continue  to  expand  our  core 
businesses  internationally."  ■ 


Home  team.  Global  pitch. 
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San  Francisco  since  1875.  New  York 
since  1880.  More  than  a  century's 
banking  experience  in  the  United  States 
has  given  the  HongkongBank  group  an 
important  edge  in  this  vital  market. 

Through  its  offices  in  San  Francisco,  New 
York,  Chicago,  Seatde,  Fbrtland,  Los 
Angeles  ;.nd  Houston,  HongkongBank 
brings  a  wealth  of  expertise  in  trade 


finance,  capital  markets  and  related 
services  to  US  middle  market  and 
corporate  customers  engaged  in 
international  trade. 

Marine  Midland  Bank,  the  group's  US 
subsidiary,  has  an  extensive  banking 
network  in  New  "York  State,  offering  a 
wide  range  of  corporate  and  consumer 
financial  services. 

With  1,300  offices  in  50  countries,  all 
linked  by  its  Global  Data  Network,  the 
HongkongBank  group  is  truly  your 
international  business  partner. 

For  more  information  in  the  United  States, 
contact  the  nearest  HongkongBank  or 
Marine  Midland  office  or  telephone 
1-800-CALL  HKB. 

Long  experience  of  the  local  scene.  And 
global  knowledge.  That's  our  strength. 


HongkongBank 

Ihc  Hongkong  and  Shanghai  Banking  Corporation  Limited 


Marine  Midland  Bank  •  Hang  Seng  Bank 

The  British  Bank  of  the  Middle  East  ■  HongkongBank 

of  Australia  •  Hongkong  Bank  of  Canada 

Wardley  •  James  Capd  •  CM&M 
Equator  Bank 

Carfingford  and  Gihbs  Insurance  Groups 


Fast  decisions.  Worldwide. 

CONSOLIDATED  ASSETS  AT  30  JUNE  1989 
EXCEED  US$124  BILLION. 


V.W.  Grainger  found  out  the  hard  way: 
iven  though  it  sells  more  than  $1  billion 
vorth  of  sump  pumps  and  thermostats  a 
>ear,  service  is  the  most  important  product. 

"The  goal  is  0%" 


By  Charles  Siler 


a'  W.W.  Grainger  Inc.,  custom- 
ers and  products  are  as  blue 
collar  as  they  can  get.  The  Sko- 
ie,  111. -based  company  sells  stuff  like 
imp  pumps  and  industrial  staplers, 
arehouse  fans  and  commercial  air 
mditioners  to  contractors,  small 
lanufacturers  and  distributors, 
rainger  (1988  sales,  $1.5  billion)  ped- 
es its  wares  through  wholesale-only 
anches  around  the  country — some 
)2  in  number,  and  growing. 
In  no  small  part,  Grainger's  distri- 
Uion  business  depends  on  the  econ- 
ny,  and  even  on  the  weather.  When 
e  economy  is  strong,  and  the  coun- 
y  is  building  and  refurbishing 
ings,  Grainger  prospers.  When  the 
eather  is  hot,  the  demand  for  air 


conditioners  and  fans  increases. 

But  as  the  economy  expanded  and 
business  grew  in  the  1970s,  Grainger 
somehow  forgot  that  it  was  also  very 
much  a  service  business.  After  all, 
merchandise  at  a  Grainger  branch  is 
often  no  bargain.  A  Bostitch  sheath- 
ing stapler,  for  nailing  wallboard  to 
building  studs,  costs  $440  at  a 
Grainger  branch  in  Niles,  111.  and  $350 
at  a  nearby  competitor — a  Builders 
Square  store  four  miles  away.  The 
fast-selling  Simer  battery-powered 
sump  pump  that  costs  $275.88  at 
Grainger  is  $235.95  at  Builders 
Square. 

Grainger  had  been  able  to  charge 
premium  prices  because  it  offered  pre- 
mium service,  conveniently  located 
branches,  emergency  delivery  to  con- 
struction sites  when  necessary  and 

Gary  Siginan 


■  iinger's  triumvirate:  Jere  Fluno,  David  Grainger  and  Wiley  Caldwell 
t  rving  customers  more  concerned  with  time  than  price. 


salespeople  who  knew  their  merchan- 
dise. But  Grainger  got  complacent, 
and  by  the  early  1980s  service  was 
none  too  premium.  Branches  were 
drab-looking,  orders  were  painstak- 
ingly written  out  by  hand  and  mer- 
chandise returns  were  discouraged. 

In  1982  earnings  dropped  11%,  and 
Grainger's  sales  growth  was  slowing. 
"We  made  it  cumbersome  for  a  cus- 
tomer to  try  to  buy  from  us,"  says 
Michael  E.  Klockenbrink,  manager  of 
the  Grainger  branch  in  Niles. 

So  in  1986  the  company  ordered  a 
major  market  research  study,  its  first 
ever.  The  report  concluded  that 
Grainger  needed  more  and  sharper- 
looking  branches,  along  with  better 
attention  given  to  its  customers. 

Time,  not  price,  is  the  main  con- 
cern of  the  hurried  contractors  and 
repairmen  who  buy  from  Grainger. 
They  can  often  just  pass  the  bill  on  to 
their  customers.  The  company's  re- 
search showed  that  if  customers  had 
to  drive  more  than  20  minutes  to  get 
to  their  Grainger  outlet,  chances  were 
they  would  go  to  a  competitor. 

So  Grainger  got  wise  and  got  into 
marketing.  It  threw  out  its  order  pads 
and  put  in  computers.  The  company 
opened  36  branches  in  1987,  followed 
by  55  last  year  and  16  so  far  this  year. 
Branches  were  refurbished.  Today,  in- 
side the  front  doors,  gray  warehouse 
shelves  have  been  replaced  with  shiny 
chrome  racks  packed  with  faucets, 
flashlights,  trailer  hitches  and  other 
impulse  buys  for  the  contractor  set. 
Manager  Klockenbrink  says  the  Niles 
branch  sold  $7,600  of  those  impulse 
doodads  last  month,  double  the  sales 
in  that  category  a  year  ago. 

These  days,  service  is  so  swift  that 
the  average  customer  at  Niles  is  in  the 
branch  for  only  seven  minutes,  about 
the  amount  of  time  it  takes  to  find  a 
sales  clerk  at  Builders  Square. 
Grainger  customers  can  get  same-day 
shipping  on  any  item,  and  three-hour 
emergency  delivery  service  is  avail- 
able for  an  extra  fee. 

Fully  half  of  Grainger's  sales  are 
made  over  the  phone  to  customers 
ordering  out  of  the  company's  22,000- 
item  catalog.  "The  people  who  an- 
swer the  phone  have  to  be  able  to 
answer  the  phone,  not  just  say  hello," 
says  David  W.  Grainger,  chairman  of 
the  company  and  son  of  the  founder, 
William  W.  Grainger,  who  died  seven 
years  ago. 

David  Grainger,  61,  is  part  of  a  tri- 
umvirate that  runs  the  company. 
Other  members  are  Jere  D.  Fluno,  vice 
chairman,  and  Wiley  N.  Caldwell, 
president. 

Better  training  in  telephone  skills  is 
paying  off.  The  catalog  back  office  in 
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With  the  Sony  Video  Walkmai ! 


If  you  think  you  love  your  VCR  now,  just  wait. 

If  you  think  your  VCR  has  changed  your  life,  get 
ready.  Because  Sony  is  taking  the  next  giant  step-by 
introducing  the  VCR  that  steps  out  with  you. 

The  new  Video  Walkman  GV-9  VCR/TV  It  not  only 
lets  you  watch  what  you  want,  when  you  want... but 
where  you  want. 
Going  beyond  the  VCR,  for  people  on  the  go. 

Put  simply,  the  Video  Walkman  is  a  tiny,  traveling 
VCR  and  color  TV.  An  absolutely  amazing  portable  that 
does  everything  a  full-sized  VCR  and  TV  can  do,  yet 
barely  tips  the  scales  at  2  lbs.  14  ounces. 


Want  to  record  a  TV  show  and  screen  it  later?  Yoi 
can  do  it  anytime,  anywhere.  Want  to  watch  pre 
recorded  cassettes  like  "Accidental  Tourist,"  "Dangerou 
Liaisons"  or  "Coming  to  America"?  Just  pop  one  ir 
There  are  over  1,300  movies  available,  and  the  li; 
grows  daily. 
It  leaves  home  without  leaving  anything  behinc 

Sony  has  never  compromised  performance  for  poi 
tability.  So  the  Video  Walkman  GV-9  gives  you  up  to 
hours  of  recording  time.  A  big,  brilliant  4"  LCD  scree 
with  high  contrast  and  rich,  crisp  color.  A  convenie: 
rechargeable  battery.  Even  a  timer  for  programmir 


i 


II  the  worlds 


a  screening  room. 


^r  family's  favorite  television  shows. 
Turn  waiting  time  into  watching  time. 

The  Video  Walkman  truly  lets  you  make  the 
1 1  of  every  moment.  Whether  it's  a  delayed 
lit,  a  postponed  meeting,  an  afternoon  in  the 
*;,  or  a  chaotic  car  trip  with  two  hopelessly  bored 
llren. 

!  With  the  Video  Walkman,  no  longer  is  home  video 
*i<  at  home.  Because  Sony  has  let  the  VCR  come  out 

rt  play.  Which  means  that  far  from  needing  four 
i^s,  today's  screening  room  doesn't  need  any  at  all. 


)  Copyright  1989  Sony  (ofpofcti 


:a.  All  rights  reserved  Sony  ond  Video  WoiVman  ore  trademarks  of  Sony 


The  First  Grand 

HotelWithBoth 

feetlnThe 

20th  Century 


M 


At  Four  Seasons,  we  assume  your  idea  of  a  successful  business  trip 
doesn't  include  travelling  backwards  in  time.  Which  is  why  we're  the  first 
grand  hotels  ever  to  oiler  you  every  modern-day 
convenience.  As  well  as  an  uncanny  ability  to 
anticipate  your  needs,  rather  than  react  to  them. 

Tnis  will  make  your  stay  an  experience  \-r\\  I  r  ^p~|CfinQ 
you'll  want  to  repeat  Throughout  the  20th  '  vJUl  _JUCJZ>UI  13 
century  If  not  the  21si  HotelS'ReSOltS 

UNITED 'STATES:  Am/in,  Bottom,  Cbia$g>(Ttk  RnzCarlumi.  Cbkatp,  Houston  (Center),  Houston 

( Inn  on  tlx  Park).  Ims  A ngeles.  Nat -Yorkt  7  /*  1'iem),  Neuport  Beach.  CA . .  Philadelphia.  San 

Francisco,  Seal l U.  Xia\hme,tnn  D  .C .  CANADA  Montreal.  Oliaua.  TtmmtO,  Tminloi  Inn  on  the  Park). 

nm  I  NGLAND  hnulmtlnnonthePark).  RESORTS: Dallas! Las Coltnas),  Maui.  Watlea 

(Wmtm- 1989^0)    S  MB    \\   I  (1991)   \wtaliariuraCllklUimm>.  Minaki Lodge.  Forramtatiom 

in  the  US  tall  I  SIX))  \  12- 1442;  m  Canada  call  (800 )  268-6282  or  tall  your  traid agent . 


^31 


PRESERVATION 

PLAN  ON  IT 


Planning  on  restoring  a  house, 
saving  a  landmark,  reviving  your 
neighborhood? 

Write: 

National  Trust  for  Historic  Preservation 

Department  PA 

1785  Massachusetts  Ave.,  N.W. 

Washington,  D.C.  20036 


A  Grainger  branch  in  Manhattan 
Pushing  impulse  purchases. 


98 


the  Niles  branch  is  a  frantic,  but  fo- 
cused, operation  with  rows  of  opera-) 
tors  wearing  headsets,  taking  order 
and  trying  to  squeeze  customers  fo: 
additional  sales.  A  board  at  the  fron 
of  the  room  keeps  score:  93%  of  tb 
phone-in  orders  on  the  previous  da 
were  ready  for  pickup  in  30  minutes 
1 .6%  of  the  367  callers  that  day  had  q 
sit  through  a  recording  while  the 
waited  to  place  their  orders.  "The  goj 
is  0%,"  says  Klockenbrink.  "Thre(| 
years  ago,  25%  was  acceptable." 

The  renewed  effort  is  working.  Las 
year  earnings  increased  20%,  til 
$108.8  million.  Sales  grew  16%,  til 
$1.5  billion,  or  an  inflation-adjust© 
2.7  times  real  gnp.  This  year  Grainge 
is  expected  to  earn  $4.25  a  share, 
increase  of  8%. 

Last  year's  big  gains  were  partly 
result  of  higher-than-normal  temper 
tures  that  boosted  fan  and  air-con 
tioner  sales.  For  the  same  reason,  thi| 
year's  cooler  summer  has  cooled  sal 
somewhat.  Earnings  were  up  9% 
the  first  six  months  on  a  13%  increas 
in  sales.  Although  September  sale 
were  up  18%,  third-quarter  earning 
are  likely  to  be  flat.  Also  pulling  dow 
earnings  are  the  newer  branche: 
which  aren't  yet  carrying  the 
weight,  though  company  debt  n 
mains  just  5%  of  capitalization.  Tru 
and  talk  of  soft  landings  for  the  econ< 
my  have  kept  Grainger  stock  tradir 
on  the  New  York  Stock  Exchange  ; 
around  60,  up  1 1  %  this  year,  or  1 
times  estimated  earnings,  and  in  lir 
with  the  industry. 

Grainger  is  staying  aggressive;  a 
other  98  branches  are  planned  1 
1 994.  The  company  just  completed  i 
first  acquisition  in  17  years,  buyii 
Indianapolis-based  Vonnegut  Indu 
trial  Products  Inc.,  which  distribut 
cutting  tools  and  abrasives,  for  $9  m 
lion  in  stock  and  assumed  debt. 

"Our  plan  is  so  simple,"  Graing 
says.  "We  have  been  very  careful  n 
to  dilute  the  core  business  with  the 
other  things  we  are  doing."  Soun 
like  he's  got  it  right,  now.  ■ 
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It's  hard  for  a  piece  of  office  equipment  to        sional,  and  they'll  move  through  the  postal  system 
nit  it's  washed  up.  But  your  tongue  just  doesn't        faster. 
>sess  the  same  speed  and  dexterity  as  the  What's  more,  with  Postage-by-Phone™  ser- 


I  er  machines  in  your  office. 

What's  forcing  it  into  retirement? 

The  Pitney  Bowes  6200  Mailing 
iitem.  It's  as  simple  to  use  as  your 
qgue,  but  incredibly  more  efficient. 

It  doesn't  need  stamps.  Instead,  it 
nters  your  mail.  Automatically.  And  it 
ij'er  spends  more  than  it  should.  It 
'hps  track  of  all  your  postal  ex- 
cises. It's  almost  like  having  a  Post 
3 ice  in  your  office. 

Your  letters  will  look  more  profes- 


WE  WANT 
TO  KNOW 

YOU 
BETTER. 


vice,  you'll  refill  the  meter  faster.  Actually,  in  a  swift 
90  seconds. 

So  why  not  bring  the  mail  up  to 
speed  with  the  rest  of  the  office?  That's 
what  we've  been  doing  for  over  65 
years.  For  over  1  million  customers. 

As  for  your  tongue,  well,  we  think 
it  deserves  a  break. 

For  a  free  consultation,  or  more 
information  about  sales,  service,  or 
leasing,  call  1-800-MR.  BOWES, 
EXT.  1027 


=j§  Pitney  Bowes 


• 


Lots  of  people  use  their  Range  Rovef 


Wn, 


'ant  to  drive  where  there  are  no 
people?  No  pressures?  NO  pavement? 

No  problem. 

With  its  formidable  power  and 
superb  engineering,  a  Range  Rover 
can  get  you  up,  over,  around  or 
across  terrain  that  would  have  other 
J  wheel  drive  vehicles  w  aiting  for  a 
tow  truck. 

And  what's  all  the  more  remark- 


able  is  that  this  same  Range  Rover  is 
also  ideal  tor  such  other  ott  road 
locales  as  shopping  malls  and  drive- 
through  hanks. 

Surprisingly  nimble  and  respon- 
sive, the  Range  Rover  is  as  excep 
tional  on  road  as  it  is  ott  road. 

It  out-does  a  host  of  luxury  ears  in 
posh,  polish,  and  luxury  amenities. 

It  has  enough  room  in  back  tor  a 


refrigerator's  worth  of  food— plus; 
small  refrigerator. 

And  should  you  run  into  anytl( 
from  a  rainstorm  to  a  hlizzard,  a 
Range  Rover  can  get  you  through  J 
with  a  feeling  of  comfort  and  secu  j 
no  ordinary  ear  can  approach. 

This  year,  in  fact,  a  Range  Rov 
does  that  even  better.  With  a  new, 
highly  advanced,  four  years-in  the 


PLEASE  BUCKLE  UP  FOR  SECURITY.  ©  1989  RANGE  RCWER  OF  NORTH  AMERICA,  INC 


1st  to  run  down  to  the  corner. 


I  >ping,  anti-lock  braking  system 

v  iany  experts  consider  the  most 

cated  in  the  world. 
;  11  in  all,  there  just  isn't  a  car  on 

ij'ad,  or  off  it,  as  assuredly  rugged, 

ilJtintingly  luxurious,  as 

ii  intly  practical  and  as  supremely 

flile  as  a  Range  Rover. 
~>  whether  you're  interested  in 
andard,  extravagantly  appointed 


Range  Rover,  or  the  even  more 
opulent  County  model,  why  not  call 


m>  RANGE  ROVER 


1-800  FINE  4 WD  for  the  name  of  a 
dealer  near  you? 

We  won't  deny  that  there  are 
considerably  less  expensive  vehicles 
than  a  Range  Rover. 

But  then,  people  don't  simply  buy 
Range  Rovers  just  to  run  down  to  the 
corner. 

They  also  buy  them  to  be  sure 
they'll  get  back. 


Long  known  as  the  second  Japan,  South 
Korea  now  has  the  same  problems  Japan 
suffered.  Chances  are  the  Koreans  will 
solve  them  as  well  as  the  Japanese  did. 

No  more 
Mr.  Cheap  Guy 


By  Jerry  Flint 


Suddenly,  the  media  have  dis- 
covered some  chinks  in  South 
Korea's  economic  armor.  "Is  the 
Korean  miracle  running  on  empty?" 
demanded  one  recent  headline.  (An- 
swer: "Even  miracle  workers  can  fal- 
ter.") But  before  writing  off  Korea, 
remember  this:  Japan,  with  which  Ko- 
rea is  often  favorably  compared,  has 
hit  rough  patches  in  its  growth  over 
the  years,  too.  In  all  likelihood,  the 
Koreans  will  adjust  to  their  new  eco- 
nomic difficulties  at  least  as  well  as 
their  role  model,  Japan,  has  adjusted. 

Korea's  problems  are  no  secret.  La- 
bor costs  are  up  more  than  60%  in  the 
past  two  years.  The  Korean  won  has 
appreciated  by  around 
30%  against  the  dollar 
since  the  end  of  1985. 

The  result  is  straight 
from  the  pages  of  Interna- 
tional Trade  Theory  I.  As 
wages  and  the  won  have 
escalated,  imports  have 
climbed  faster  than  ex- 
ports. Korea's  trade  sur- 
plus with  the  U.S.,  for  ex- 
ample, fell  almost  40%,  to 
$2.4  billion,  in  this  year's 
first  six  months.  In  Au- 
gust, for  the  first  time  in 
nearly  five  years,  Korea 
imported  more  than  it  ex- 
ported. Its  gnp  growth  has 
dropped  to  6.5% — the 
smallest  gain  since  1981. 

Is  that  rate  so  bad?  No, 
but  it  is  certainly  disap- 
pointing compared  to  the 
recent  past,  when  Korean 
factories  were  e  porting 
huge  quantities  of  tex- 
tiles, shoes,  televisions, 
vcrs,  steel,  ships,  even 
automobiles,      and      the 


economy  was  growing  12%  a  year. 

"We  know  that  6%  economic 
growth  is  still  high  compared  to  other 
countries,  but  there  is  a  psychological 
impact,  a  feeling  of  recession  is  creat- 
ed," says  leong  Woo  Kil,  an  economic 
expert  at  the  Korean  embassy  in 
Washington.  "And  because  of  labor 
unrest  and  wage  demands,  investors 
are  losing  interest  in  manufacturing." 

Frets  Robert  Kim,  vice  president  of 
the  Korea  Fund:  "I  won't  go  as  far  as 
saying  the  glory  days  are  over,  but 
Korea  is  rapidly  losing  its  [manufac- 
turing cost]  advantage." 

Nowhere  is  the  trouble  more  evi- 
dent than  in  autos,  where  Korean  ex- 
ports have  slumped  60%  so  far  this 
year.  "The  Koreans,  in  a  split  second, 


Higher  pay 


Just  five  years  ago  Korean 
wages  were  far  below  Mexi- 
can wages.  Nowadays  they  are 
surpassing  Taiwan's  wages. 


ivetage  hourly  manufacturing  wages  ($U.S.) 


87 
Estimate. 


'88  %9' 

Source:  Bureau  of  Labor  Statistics  and  FORBES  estimates 


shot  right  by  their  ability  to  make 
good  $5,000  car,"  says  analyst  Mary- 
ann  Keller  of  Furman  Selz  Magei 
Dietz  &  Birney.  One  reason:  The  aver 
age  wage  at  Hyundai  runs  to  $1,000  a 
month,  versus  $600  five  years  ago. 

It    was    Korea's    low    wages    thai 
helped  Hyundai  introduce  its  Exce  . 
subcompact  car  in  the  U.S.  a  few  year; 
back  with  a  sticker  price  of  aboui 
$5,000.   But   early   this  year,   wher 
Hyundai  introduced  a  slightly  large: 
model,  the  Sonata,  the  Koreans  had  t( 
put  on  sticker  prices  of  about  $14,00( 
for  a  decently  equipped  model.  That'; 
a  lot  of  money  for  a  Korean  car.  It  ii 
nearly  as  much  as  the  price  of  a  Fon 
Taurus.  Result:  Fewer  than  30,000  So 
natas  have  been  sold  in  the  U.S.  so  fa 
this  year.  The  Excel,  by  contrast,  wa. 
selling  at  an  annual  rate  of  300,00( 
when  its  sales  peaked  a  few  years  ago 
Strikes  in  steel,  shipbuilding  an< 
other  key  industries  have  added  to  th 
upward  surge  of  wages,  and  the  wag 
acceleration  doesn't  seem  to  be  ova  ~ 
Average  manufacturing  pay  went  U]i 
over  20%  in  the  first  half  of  this  yeai 
That  compares  with  a  25%  increas 
for  all  of  last  year  and  a  15%  jump  ii 
1987.  This  year,  for  the  first  time  i: 
the  1980s,  Forbes  estimates  that  Kc 
rea's    average    manufacturing    wag 
will  rise  to  about  $3.50  an  hour,  sui 
passing  wages  paid  to  workers  in  otfc, 
er  Asian  countries  such  as  Taiwar 
Hong  Kong  and  Singapore  (see  chart 
And  that  $3.50  an  hour  is  just  averagt 
Korea's  richer  manufacturing  comp; 
nies — the  well-known  conglomerate! 
like    Samsung,    Daewoc 
Hyundai  and  Goldstar  i| 
particular — undoubtedly 
are  paying  more  than  th 
average,  just  as  the  gn 
and  the  ibms  pay  more  i 
this  country. 

But  again,  remembt 
the  Japanese  example.  1 
1973  and  again  in  197' 
for  instance,  when  ope 
forced  up  the  price  of  oi 
many  smart  peop 
thought  Japanese  industi 
would  be  driven  into  tr 
sea.  Instead,  the  Japane; 
responded  by  sheddii 
older,  labor-intensn 

businesses  and  produ 
tion  processes,  and  repla 
ing  them  with  labor-sa' 
ing  equipment  and  highe 
value-added  businesses. 
The  same  kind  of  pr 
cess  is  going  on  in  Kore; 
"There  is  a  clear  trer 
of  each  major  Kortu 
company  building  its  ou 
lab  and  recruiting  brain 


$3.6 


I 
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orean  workers  on  strike  at  Goldstar 

or  American  buyers,  higher-priced  VCRs. 


*ying  to  create  new  ideas,"  says  Jeong 
/oo  Kil  of  the  Korean  embassy.  "The 
ict  is  that  we  need  more  investment 
1  manufacturing." 
Korean  companies  are  also  keeping 
leir  costs  down  by  setting  up  new 
ictories  in  countries  where  labor  is 
:ill  relatively  cheap.  In  Mexico,  the 
hilippines,  Indonesia  and  Thailand, 
■outh  Korean  businessmen  are  be- 


coming significant  investors. 

U.S.  negotiators,  concerned  about 
Korea's  ever  escalating  trade  sur- 
pluses, have  for  several  years  urged 
the  Koreans  not  to  grow  addicted  to 
exports.  Faster  than  the  Japanese,  the 
Koreans  have  taken  the  point  to  heart. 
Example:  While  car  exports  are  off 
60%  this  year,  buyers  are  lining  up  to 
get  them  in  Korea. 


Could  Korea  continue  its  fast-track 
growth  by  filling  internal  demand  in- 
stead of  exporting,  as  Japan  is  trying  to 
do?  "That  view  is  too  optimistic," 
says  the  Korea  Fund's  Robert  Kim. 
"Korea  is  still  a  small  country,  42 
million  people,  one-third  Japan's  size. 
And  Japan's  per  capita  income  is  sig- 
nificantly higher  than  Korea's.  Re- 
member: Until  recently  the  Japanese 
did  not  spend  money." 

The  government  has  recently  indi- 
cated it  wants  annual  wage  increases 
to  come  down  to  single  digits.  That's 
not  an  iron  rule;  Korea  isn't  Bulgaria. 
But  it's  a  strong  guideline. 

Korea's  best  bet  will  be  to  follow 
the  Japanese  model,  which  empha- 
sizes quality  and  technological  supe- 
riority, and  not  cheap  labor.  Expect 
Korean  manufacturers  to  start  manu- 
facturing the  big-screen  televisions, 
sophisticated  appliances  and  other 
big-ticket  consumer  items  that  the 
Koreans  now  import  from  Japan  and 
elsewhere. 

Kil  sees  this  move  already  under 
way.  "Korean  business  people  are  en- 
ergetic entrepreneurs,"  he  says.  "Now 
we're  after  quality  control  and  more 
investment  in  research  and  develop- 
ment." Anyone  who  underestimates 
this  nation  of  intelligent,  hardwork- 
ing and  upwardly  mobile  people  is 
likely  to  be  disappointed.  ■ 


Whether  your 


building  plans  call 
functional  approach  or  an  elaborate  design, 
keep  Butler  in  mind.  Our  building 
products  and  systems 


are  preferred  by  more  architects,  developers 

and  owners  around  the 


world.  Call  1-800-232-3794  and 
find  out  why  more  people  are  saying,  That's  a  Butler  Building!" 

Rigid  Standards.  Flexible  Designs. 


BUTLER 


BEFORE 
YOU  LEAVE  THE 

COUNTRY 
FIND  OUT  ABO U 

CONTINENTAL'S 
NEW  FOREIGN 

POLICY. 


NOW  YOU  CAN  CHOOSE  ONE  OF  THESE  UNIQUE  REWARDS 

EVERY  TIME  YOU  FLY  ROUNDTRIP  IN  BUSINESS  OR  FIRST  CLASS 

TO  EUROPE, THE  ORIENT  OR  THE  SOUTH  PACIFIC. 


AN  UPGRADE  TO 
FIRST  CLASS  LUXURY. 

All  you  do  is  request  a  Business 
Class  fare  to  one  of  our 
Foreign 
Policy 


A  COMPLIMENTARY 
COMPANION  TICKET. 

As  necessary  as  international 
travel  is  for  todays  business,  it  still 
evokes  an  understandable  jealousy 
from  those  who  stay  behind.  But  now 
there's  an  easy  way  to  share  the 
experience  of  overseas 
travel  on  your 
upcoming  trip. 
Because  the  next 
time  you  fly  to  one 
of  our  Foreign 
Policy  destinations 
in  Business  or  First 
Class  you  can  take 
a  family  member 
'ith  you. 
Our  Foreign  Policy 
is  to  win  you  over.  We 
want  you  to  discover  just  how 
'  exceptional  and  extensive  our 
international 
service  is. 
Not  only 


A  VALUABLE  VACATION 
CERTIFICATE. 

Now  when  you  fly  with  us  in  First 
or  Business  Class  you  can  get 
vacation  certificates  good  toward 
the  purchase  of  a  Continental  Grand 
Destinations5"  vacation  package. 
And  thut  gives  you  over  80  places 


destinations  and 
you  get  a  confirmed 
upgrade  to  First  Class 

You  can  take 
advantage  of  this 
Foreign  Policy  option 
as  many  times  as  you 
like  until  December 
15, 1989. 

But  be  warned. 
The  spaciousness  and 
luxury  of  our  First  Class 
seats,  the  excellence  of  the 
cuisine  and  wine  can  easily 
become  habit-forming. 


ALL  OFFERS:  Avoiloble  lor  travel  only  on  Continental 
Airlines  between  October  1. 1989  ond  December  15. 1989 
with  unrestricted  first  class  IPOXI  or  business  closs  (JOX1 
lores,  ond  for  OnePossSM  members  only  Instant  OnePoss 
enrollment  available  at  lime  of  reservation.  Tickets  must 
be  purchosed  and  oil  travel  originate  in  the  US  This  oiler 
moy  not  be  combined  with  ony  other  discount  of  promo- 
tional oiler  or  with  OnePoss  rewords  However,  the  fore- 
poymg  passenger  will  earn  OnePass  mileage  applicable 
to  the  fore  class  poid 

COMPANION  Of  FER .  Companion  must  hove  same  lost 
nome  ond  book  and  ticket  ot  the  some  time  os  possenger 
with  oil  travel  together 

GRAND  DESTINATIONS  CERTIFICATES  Volid  for  travel 
completed  by  June  30,  1990-  To  receive  your  certif  icote, 
you  will  need  your  original  boarding  posses  for  oil  seg- 
ments of  your  roundtnp  flight  ond  your  original  receipt 
for  fulfillment  Moil  photocopies  to  Continenlol  Airlines, 
PO.  Bo-  3134.  Lowell.  MA  01853-3134  Allow  4-6  weeks 
for  delivery  All  requests  will  need  to  be  poslmorked  by 
January  31. 1990  Certificates  have  no  refund  or  restduol 
value  are  not  redeemable  for  cosh  in  whole  or  port,  and 
will  not  be  reploced  if  lost  or  stolen 


do  we  fly  to  the  key  business 
cities  of  the  world,  but  the  quality  of 
our  service  will  bring  you  back  again 
and  again. 


to  choose  from,  Florida  to  Australia. 
When  you  fly  First  Class  to  one 
of  our  Foreign  Policy  destinations, 
you  get  a  $500  certificate.  And  a 
$300  certificate  if  you  fly  Business 
Class. 

Feel  free  to  accumulate  as 
many  certificates  as  you  wish 
between  now  and 
December  15. 

Call  your 
travel  agent 
now.  Or  call 
Continental  at 
1-800-231-0856. 
Our  Foreign 
Policy  offer 
ends  December 
15, 1989. 
Our  Foreign  Policy 
Destinations:  London,  Paris, 
Tokyo,  Sydney,  Auckland, 
Melbourne,  Brisbane  and  Cairns. 


London   •  Paris  •  Tokyo   •  Sydney   •  Auckland   •  Melbourne   •   Brisbane  *   Cairns 


Working  to  be  your  choice  to  the  world. 


CONTINENTAL 

INTERNATIONAL 


©  1989  Continental  Airlines.  Inc. 


Taxing  Matters 


Edited  by  Laura  Saunders 


Because  of  a  quirk  in  the  law,  real  estate 
investors  have  been  able  to  swap  properties 
and  duck  taxes  in  the  process.  But  that  will 
change  if  some  congressmen  get  their  way. 

Trading  apples 
for  oranges 


UNDER  CURRENT  TAX  LAW,  if  yOU 
swap  a  fast-food  franchise  for  a 
muffler  shop,  you  pay  tax  on 
the  deal.  But  if  you  swap  an  apartment 
building  for  farmland,  you  don't. 

Why?  Because  the  apartment-for- 
farmland  deal  is  a  real  estate  swap,  it 
qualifies  for  special  tax-free  status. 
With  other  businesses,  a  swap  is  tax 
free  only  if  the  assets  are  similar.  That 
means  a  muffler  shop  can  be  swapped 
tax  free  only  for  a  muffler  shop,  or  a  tv 
station  for  a  tv  station.  You  can't 
even  squeak  by  trading  a  pool  hall  for 
a  bowling  alley. 

In  theory,  a  fair  amount  of  tax  mon- 
ey is  at  stake.  Perhaps  $250  million  a 
year  in  tax  revenue  goes  uncollected 
because  of  tax-free  real  estate  swaps. 

Real  estate  developers  love  it.  "You 
are  continuing  your  investment  in 
real  estate,  so  there's  no  reason  to  tax 
[such  swaps],"  argues  Steve  Wechsler 
of  the  National  Realty  Committee,  a 
Washington,  D.C. -based  group. 

Lawmakers  aren't  so  sure.  In  fact, 
Congress  may  soon  change  the  law  on 
"like-kind"  exchanges,  as  these  trades 
are  known.  The  House  favors  chang- 
ing the  standard  for  such  real  estate 
swaps  initiated  after  July  10  of  this 
year.  The  Senate  does  not,  however, 
and  probably  won't  vote  such  a 
change.  Which  means  the  outcome 
probably  will  be  determined  in  the 
rough-and-tumble  of  the  House-Sen- 
ate conference  later  this  year. 

For  decades,  the  tax  iaw  and  the 
courts  have  treated  like-kind  ex- 
changes as  nontaxable  on  the  theory 
that  they  are  really  just  reorganiza- 
tions. Reorganizations  have  never 
been  taxable  because  the  law  doesn't 
hold  them  to  be  true  sales. 


Cli^s  B  SUckjrun 


This  is  the  same  principle  that 
makes  stock  swaps  so  advantageous 
when  combining  two  companies 
through  an  outright  takeover  or  a 
merger.  The  current  union  between 
Bristol-Myers  and  Squibb,  for  exam- 
ple, is  not  taxable.  Squibb  sharehold- 
ers will  merely  trade  their  old  stock 
for  shares  of  the  new  firm.  No  tax  is 
due  until  they  sell  the  new  stock. 

Real  estate  swaps  have  become  so 
popular  in  the  past  few  years  that  a 
lively  industry  has  sprung  up  arrang- 
ing complex  three-  and  four-cornered 
exchanges.  No  tax  is  paid  so  long  as 
no  cash  changes  hands.  If  cash  is  part 
of  a  deal,  it's  taxed,  but  the  property 
portion  of  the  swap  is  not. 

Centered  in  California,  the  real  es- 
tate swapping  industry  has  been 
spurred  by  a  1986  tax  change  that 
equated  capital  gains  and  ordinary  in- 
come tax  rates  at  a  maximum  of  33%. 
If  capital  gains  taxes  arc  cut,  as  seems 
likely,  real  estate  swaps  would  be- 
come less  attractive,  but  only  margin- 
ally so. 

On  top  of  that,  many  of  real  estate's 
other  tax  privileges  are  gone.  Says  one 


West  Coast  kpmg  Peat  Marwick  part- 
ner, "The  guys  who  used  to  bombard 
me  with  letters  about  tax  shelters 
can't  do  that  anymore,  so  now  it's 
with  swap  possibilities." 

The  proposed  law  now  being  con- 
sidered in  Congress  could  change  the 
swap  market  substantially.  Real  es- 
tate swaps  would  be  nontaxable  only 
if  the  properties  are  "similar  or  related 
in  service  or  use."  In  other  words,  an 
apartment  building  for  an  apartment 
building,  or  sports  arena  for  sports 
arena.  Thus,  the  most  famous  swap  of 
all — mogul  Jack  Kent  Cooke's  1979 
trade  of  the  Los  Angeles  Forum,  other 
properties  and  cash  for  New  York's 
Chrysler  Building — would  be  fully 
taxable  instead  of  partly  so.  Another 
effect  of  the  bill:  Land  without 
building  couldn't  be  traded  tax  free  for 
land  with  a  building. 

Congress  estimates  the  new  bill 
would  raise  more  than  $1  billion  in 
revenue  over  the  next  five  years, 
figure  which  the  National  Realty 
Committee  disputes.  "This  assumes 
no  change  in  behavior,"  say 
Wechsler.  "But  if  people  have  to  pay 
taxes,  the  deals  won't  get  done.' 

Critics  also  argue  that  the  law  willj 
be  difficult  to  define  and  enforce,  eve: 
though  the  same  standard  already  ex 
ists  for  victims  of  involuntary  conver 
sions:  People  who  get  insurance  mon 
ey  for  a  business  wiped  out  by  Hurri 
cane  Hugo,  for  example,  can  invest  i: 
only  in  a  similar  business. 

Accurate  or  not,  the  revenue  num 
bers  will  probably  prove  irresistible  ti 
Congress,  if  not  this  year,  then  in  th 
future.  Swap  supporters  already  bea 
back  one  challenge,  in  1987.  But  eve: 
if  they  prevail  again  this  time,  th 
issue  will  undoubtedly  resurface! 
That's  how  it  works  in  deficit-con 
scious  Washington  these  days. 

Technically,  the  House  bill  is  retro 
active  to  July  10,  1989.  For  deal 
makers  caught  short  by  this  changi 
about  the  only  hope  is  that  the  b: 
won't  pass  this  year.  Or,  if  it  doe 
that  the  effective  date  will  be  push 
forward  to  the  conference  committ 
date,  which  sometimes  happens. 

The  larger  question  arising  out 
this  swapping  brouhaha  concerns  t 
free  treatment  of  share  exchanges 
takeovers   and   mergers.   The  pro 
sions  for  such  reorganizations  are 
tually  identical  with  those  for 
like-kind  exchanges  in  question. 
Congress    decided    to    make    stoi 
swaps  taxable,  it  would  raise  a  bundl 
Does  that  mean  the  handwriting  is 
the  wall?  Perhaps  so. 

Look  out,  investment  bankers.  Be 
ter   make   your   mergers   while 
merging  is  good. — L.S. 
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SJ  '    For  a  step-by-step  account,  please  write  the  address  below  for  your 
copy  of  the  1988  Norfolk  Southern  Annual  Report. 
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Sure-Footed. 


When  the  winds  of  change  stir 
the  economy,  a  corporation  can 
maintain  its  momentum  if  it 
"-"measures  each  step  carefully. 
For  100  years,  in  even  the  most  unsettling 
conditions,  The  Thoroughbred  and  its  predecessor 
companies  have  done  more  than  just  keep  their  balance. 
In  1988,  the  nations  most  efficient  major  railroad  system 
adroitly  moved  on  to  new,  higher  ground. 

It  was  a  record  year.  Increases  in  traffic,  higher 


revenue  yields  and  cost  reductions  resulted  in  net  income 
of  $635  million.  With  revenues  of  over  $4  billion  and  assets 
of  over  $  10  billion,  Norfolk  Southern  stands  on  very  solid 
footing.  The  Thoroughbred's  marketing  flexibility  and 
aggressive  capital  improvements  program  position  it  firmly 
for  the  future. 

Clearly,  management  can  negotiate  changing  terrain 
and  still  stay  a  step  ahead. 


NORFOLK 
SOUTHERN 


1989.  Sorfolk  Southern  Corporation,  Three  Commercial  Place,  Sorjolk.  VA  23510-2191. 
\orfolk  and  Western  Railway  Company,  Southern  Railway  Company,  and  Sortb  American  Van  lines.  Inc.  are  subsidiaries  of  Sorfolk  Southern  Carpr/ration. 


A  dramatic  new  achievement:  the  right 
turn. This  is  a  right  turn  at  the  bottom  of 
a  hole  drilled  through  two  miles  of  solid 
rock.  Horizontal  drilling,  pioneered 
by  BP  America  scientists,  can  extend 
the  production  of  domestic  oil  fields. 
In  fact,  new  techniques  to  locate  and 
recover  oil  added  more  than  100  million 
barrels  to  our  proved  oil  and  gas  re- 
serves last  year.  We  think  that's  a  turn 
in  the  right  direction. 


BP  AMERICA 
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Taxing  Matters 


Edited  by  Laura  Saunders 


Greenmailers  at  tiny  Transtech  Industries 
walked  off  with  nearly  $2  million,  using 
an  almost  forgotten  tax  law. 


New  trick  for 
greenmailers 


-~^ 


By  Jason  Zweig 


T|  ranstech  Industries  was  be- 
sieged in  June  by  an  unusual 
group  of  greenmailers:  none  oth- 
er than  former  Transtech  chairman 
Marvin  Mahan  and  some  associates, 
including  one  Transtech  director.  In 
the  deal  that  followed,  Transtech,  for- 
merly a  New  Jersey  toxic  dump  opera- 
tor, purchased  just  under  one-third  of 
its  shares  from  Mahan  and  his  group 
for  nearly  $9  million — almost  20% 
above  the  market  price. 

How  did  Transtech  justify  the  lav- 
ish price?  Company  directors 
claimed — quite  rightly — that  if  they 
hadn't  bought  off  Mahan  and  his  gang, 
Transtech  would  have  been  classified 
under  federal  tax  law  as  a  personal 
holding  company,  and  thus  would 
have  been  forced  to  pay  income  tax  at 
28%  of  gross  income.  Heaped  atop 
Transtech's  regular  34%  corporate  in- 
come tax,  this  would  have  meant  a 
confiscatory  tax  rate  of  more  than 
60%,  hobbling  the  tiny  company 
(1988  revenues,  $1.5  million). 

Marvin  Mahan  is  one  of  New  Jer- 
sey's most  notorious  hazardous  waste 
handlers.  During  and  after  the  time 
that  he  ran  Transtech,  the  firm  was 


charged  with  repeated  violations  of 
state  and  federal  environmental  rules 
(Forbes,  Dec.  12,  1988).  But  his  skillful 
use  of  the  personal  holding  company 
tax  loophole  may  be  his  sharpest 
move  yet.  Tax  experts  believe  it 
marked  the  first  time  this  vestige  of 
1930s  tax  law  has  been  used  to  extract 
greenmail.  Warns  Shearson  Lehman 
Hutton  tax  expert  Robert  Willens, 
"It'll  be  tried  again,  that's  for  sure." 

To  be  classified  as  a  personal  hold- 
ing company,  a  firm  must  pass  two 
tests:  At  least  50%  of  its  shares  must 
be  owned  by  five  or  fewer  individuals, 
and  its  primary  income  must  come 
from  passive  sources  such  as  interest, 
dividends,  rents  and  royalties. 

By  agreeing  to  be  greenmailed, 
Transtech  reduced  its  three  largest 
shareholders'  stake  from  56%  to  42% 
of  the  remaining  shares  outstanding. 
Thus,  the  directors  were  able  to  make 
the  company  flunk  the  first  test  and 
duck  the  personal  holding  company 
tax.  That  enabled  the  directors — in- 
cluding Chief  Financial  Officer 
Charles  Trapp,  who  had  just  paid  him- 
self a  premium  of  $220,000  as  part  of 
the  greenmail — to  claim  they  acted  "in 
the  best  interests  of  Transtech." 

What's  more,  lawyers  and  tax  ex- 


perts say  the  board's  action  may  well) 
stand  up  in  court  if  minority  share 
holders  sue.  The  directors  can  simpl 
maintain  they  had  a  legitimate  busi- 
ness goal:  to  pay  the  least  possible  tax.) 

How  is  this  possible?  The  persona] 
holding  company  tax  is  a  rarely  in 
voked  provision  passed  in  the  1930s 
to  discourage  rich  families  from  in 
corporating  assets  to  shelter  income 
At  that  time,  corporate  tax  rates  wen 
vastly  lower  than  individual  rates — si 
the  rich  were,  in  effect,  incorporating 
their  pocketbooks  in  the  form  of  per 
sonal  holding  companies. 

But  now  that  the  Tax  Reform  Act  ol 
1986  has  essentially  leveled  individ 
ual  and  corporate  tax  rates,  the  per 
sonal  holding  company  tax  is  a  fisc 
dinosaur  that  serves  no  legitimat 
purpose.  But,  as  Transtech  shows, 
clever  financial  manipulator  can  pu 
the  tax  to  a  purpose  it  was  never  in 
tended  to  serve. 

For  the  personal  holding  company] 
tax  to  be  misused  in  this  way,  a  boari 
of  directors  must  go  along.  Shearsoi 
Lehman's  Willens  visualizes  it  thi 
way:  "You  sit  on  one  side  of  the  tabl 
and  say,  'My  God,  we're  a  person 
holding  company, '  and  then  lun  to  th 
other  side  and  say,  'Well,  what  do  yoi 
think  we  should  do?'  Then  you  gi 
around  the  table  again  and  say,  'You'i 
better  buy  me  out  at  a  premium.' 
both  sides  were  truly  independent,  i 
could  never  happen." 

The  other  prerequisite  is  a  compan 
whose  operating  income  is  on  the  de 
cline.  Transtech  recently  sold  virtual 
ly  all  its  operating  businesses  and  i 
1989  announced  it  would  move  int 
computer  leasing,  which  general 
passive  income — the  kind  that  woulj 
have  incurred  a  personal  holding  coi 
pany  tax  unless  the  three  large  share! 
holders'  stakes  had  been  cut  to  1 
than  50%. 

Transtech  did  have  other  option 
besides  buying  out  the  majority  shari 
holders:  It  could  have  issued  moi 
shares  in  a  secondary  offering,  n 
duced  the  percentage  of  passive  ii 
come  by  acquiring  more  operatic 
businesses  or  simply  distributed  a 
its  income  as  a  dividend.  But,  the  d 
rectors  might  argue  in  court,  why  dj 
lute  the  equity  in  a  company  struj 
gling  to  remake  itself?  Why  acquire  a1 
operating  business  that  we  may  m 
really  want?  And  why  leave  no  mone 
for  internal  investment  by  distribu 
ing  all  our  income  as  dividends? 

There  is  only  one  practical  solutic 
to  the  Mahan  maneuver:  Congre 
should  abolish  the  personal  holdir 
company  tax  before  we  start  seeir 
even  bigger  sacks  of  greenmail  haul 
through  this  loopy  loophole.  ■ 


FORBES,  OCTOBER  30,  198 


Peugeot  405  DI. 


,Vv. 


;d 


T 


1988  Best  European  Car  of  the  Year. 
Best  Imported  Car  of  the  Year. 


The  Success 
Hasn't  GoneTb 
Our  Price. 


Since  its  introduction,  the  Peugeot  405 
jis  been  enjoying  the  rarefied  kind  of  success 
lly  a  landmark  automobile  can  enjoy. 

It  impressed  Europe's  most  discriminating 
itornotive  journalists  as  no  car  ever  had  before, 
inning  the  coveted  European  Car  of  the  Year 
raid  for  1988  by  the  widest  margin  in  history. 

Its  debut  in  America  was  no  less  auspi- 
nus.  In  grand  style  it  won  the  Motoring  Press 
isociation's  Best  Imported  Car  for  1989  out- 
:|  ining  established  stars  like  the  Mercedes-Benz 
•  '.the  BMW  535,  and  the  Acura  Legend  Coupe. 
I  cars  that  are  legendarv  for  their  performance. 


And  legendary  for  their  price. 

Happily,  as  you  can  see,  all  this 
praise  hasn't  swelled  the  405's  price. 
And  included  in  it  are  many  standard 
amenities  like  air-conditioning  with 
automatic  climate  control  and  power 
door  locks.  As  well  as  the  protection 
of  a  3-year/36.000-mile  Bumper-to- 
Bumper  limited  warranty;  a  5-year/ 
50,000-mile  limited  powertrain 
warranty;**  and  the  most  compre- 
hensive roadside  assistance  plan 
available: 


405 


PL 
$14,500* 

S 
$17,700' 

Mi  16 
$20,700* 


So  why  not  call  1-800-447-2882  for  the 
name  ol  a  dealer  where  you  can  investigate  one  of 
the  best  automotive  values  on  the  market  today: 
The  front-wheel  drive  Peugeot  405.  It'll  grant  vou 
the  experience  of  driving  a  world  class  automobile. 
And  spare  you  the  experience  of  paving  for  one. 

*MSRP  Excluded  dett.  charge,  tax,  title,  options  and  registration.  **See  your  dealer  for  details 

of ihese  warranties.  "'Membership  Stlbjecl  to  ih--  rules  and  regulations  of  <® 


NOTHING    ELSE    FEELS    LIKE    IT 


AIG  Issues  Forum 


Why  the  Euro| 

"Freedom  of  Services" 

business 


If  twelve  nations  of  Europe  can 

function  as  one  by  1992,  why  cant  50 

states  do  the  same? 

There's  something  funny  going  on, 
although  no  one's  laughing. 

As  the  countries  of  the  European 
Economic  Community  behave  more 
like  a  single  market  in  1992  and  beyond, 
the  50  states  here  at  home  behave 
sometimes  more  like  medieval  fiefdoms. 

At  AIG,  we  think  it's  time  to  talk  about 
the  problem,  at  least.  And  see  what  might  be 
done  to  solve  it.  Now,  before  1992  gets  here. 

Freedom  of  services  benefits  the  consumer. 

At  the  heart  of  the  transformation  of 
the  European  Common  Market  is 
something  called  "freedom  of  services." 

This  means  companies  established  to 
do  business  under  one  Common  Market 
country  will  be  able  to  do  business 
in  any  other  member  country-a  concept 
known  as  "mutual  recognition"- 
without  having  to  be  established  there. 

The  result  is  a  more  dynamic,  compet- 
itive and  efficient  marketplace  with  less 
bureaucracy  And  better  products  and 


p^ 


European 
Common  M^ 
Insurance  C< 


iuvltr  different  European  countries  will 
eventually  batv  one  set  of  standards 

services  at  lower  cost  to  consumers. 

Meanwhile,  back  at  the  ranch... 


We  don't  have  freedom  of  services  here 
at  home.  For  example,  each  state,  from 
Maine  to  California,  is  still  imposing 
regulations  piecemeal  on  the  insurance 
industry,  which  is  increasingly  national 
and  international  in  scope. 


- 


an  principle  of 

upor tant  to  American 

\  at  home. 


Today,  before  an  insurer  can  deliver  an 
nsurance  policy  to  a  client  who  does 
)usiness,  say,  in  40  states,  it  takes  a 
mall  truck  to  distribute  all  the 
)aperwork  brought  about  by  regulatory 
edundancy  among  the  various  states. 

Which  adds  to  the  cost  of  doing 
>usiness.  And  to  the  price  consumers 
iltimately  pay  for  goods  and  services. 

THERE'S  GOT  TO  BE  A  BETTER  WAY. 

What's  needed,  it  seems  to  us,  is 
omething  along  the  lines  of  what's  trans- 
tiring  in  Europe. 

It  is  clearly  in  the  consumers'  interest  to 
ontinue  regulation  of  auto  and  home- 
wners  insurance  on  a  state-by-state  basis. 

For  commercial  and  industrial  insur- 
nce,  however,  where  coverages  often 
pply  to  risks  across  the  country,  why 
ot  borrow  from  the  European  model 
nd  allow  insurers  to  conduct  business 
ationwide  according  to  the  laws  of  their 
pme  state? 

This  type  of  regulatory  reform  isn't 
bmething  that's  going  to  happen 
kernight.  But  given  the  benefits- to  the 


consumer,  to  business,  to  America's 
economic  well-being- we  feel  it's  worth 
talking  about. 
Now,  before  1992  gets  here. 

Why  is  AIG  running  ads  like  this? 

AIG  (American  International  Group)  is 
the  largest  underwriter  of  commercial  and 
industrial  insurance  in  America,  and  the 
leading  U.S. -based  international  insurer. 

The  nature  of  our  business  means  we 
deal  every  day  with  issues  affecting  the 
future  of  the  world  economy. 

We  believe  it's  essential  to  start  a 
dialogue  with  people  like  yourself  to 
help  our  nation  compete  more 
effectively 

Let  your  elected  officials  know  what 
you  think.  Or  let  us  know  what  you 
think.  Write  M.R.  Greenberg,  Chairman, 
AIG,  70  Pine  Street,  New  York,  NY  10270. 


World  leaders  in  insurance 
and  financial  services. 


The  Money  Men 


Richard  Blum  is  married  to  a  famous  poli- 
tician and  owns  a  chunk  of  Northwest 
Airlines.  But  around  San  Francisco  hes 
still  known  for  having  bought  the  circus. 

"How  do  you  put 

a  lien  on 

an  elephant?" 


By  Marcia  Berss 


AFTER  ONE  LATE-NIGHT  meeting 
on  the  recent  $3.7  billion  lever- 
i  aged  buyout  of  Minneapolis- 
based  Northwest  Airlines,  Richard 
Blum — whose  $100  million  equity 
stake  makes  his  merchant  bank  an 
11%  owner  of  the  airline — was  trying 
to  sleep.  At  4  a.m.  the  phone  rang  in 
his  hotel  room:  Kathmandu  calling. 
Nepal  is  in  a  six-month  border  dispute 
with  India,  and  Blum,  who  is  honor- 
ary consul  general  of  Nepal,  was  need- 
ed for  advice.  At  the  end  of  the  call, 
Blum  didn't  bother  to  go 
back  to  sleep — he  had  an 
early  breakfast  meeting 
with  his  old  friend  and 
(thanks  to  Blum)  newest 
Northwest  Airlines  direc- 
tor, former  presidential 
hopeful  Walter  Mondale. 
Not  long  thereafter  he 
was  campaigning  with  his 
wife,  Dianne  Feinstein, 
the  ex-mayor  of  San  Fran- 
cisco now  running  for 
governor  of  California. 

But  Blum's  real  interest 
is  doing  deals.  Through  his 
San  Francisco  merchant 
bank,  Richard  C.  Blum  & 
Associates,  he  runs  $450 
million  for  such  clients  as 
BankAmenca,  Fireman's 
Fund  Insurance  and  the 
Locb  family  of  Wall  Street 
firm  Loeb  Rhoades,  now 
part  of  American  Express. 
(Blum's  main  partner  is 
Thomas  Kempner,  whose 
mother  was  a  Loeb.)  His 
annual  return,  he  says,  has 
averaged  37%  in  the  last 
five  years — not  bad  even 


when  you  factor  in  the  market 's  overall 
strength.  Also  not  bad,  for  Blum,  are  his 
fees:  l'/2%  of  money  managed,  plus 
15%  of  profits  earned. 

Blum  was  invited  into  the  North- 
west deal,  his  largest  to  date,  by 
friends  who  are  also  former  execu- 
tives of  hotel  chain  Marriott  Corp., 
masterminds  of  the  buyout.  Do  the 
recent  surprise  resignations  of  the  air- 
line's top  managers,  including  Chief 
Executive  Steven  Rothmeier,  suggest 
trouble?  Not  at  all,  insists  Blum.  The 
resignations,  he  says,  came  over 
"philosophical  differences"  in  finan- 


San  Francisco  investor  Richard  C.  Mum 

Merchant  bankers  in  operations  usually  get  in  trouble 


cial  controls  and  labor  relations.  "It 
did  not  come  as  a  surprise  to  us;  Roth- 
meier was  an  inflexible  guy." 

Some  smart  investors  believe  an 
lines  are  poor  candidates  for  leveraged 
buyouts,  on  the  grounds  that  no  cycli- 
cal business  wracked  with  labor  prob- 
lems and  subject  to  big  earnings  swings 
should  be  highly  leveraged.  "I  asked 
myself  the  same  question  three 
months  ago,"  says  Blum.  His  answer: 
"We  think  we  can  pay  down  $1  billion 
[about  a  third]  of  debt  by  1990."  Funds 
will  come  from  selling  the  airline's 
Tokyo  real  estate,  cash  flow  from  oper- 
ations and  planes  on  order.  NorthwestJ 
has  ordered  ten  Boeing  747-400s.  They 
cost  $90  million  each  when  contract 
were  signed  a  few  years  ago,  but 
now  be  sold  for  $125  million.  The- 
airline  already  has  put  down  a  $3(f 
million  deposit  per  plane,  so  the  re] 
maining  outlay  is  $60  million.  Bk 
figures  it  can  buy  the  planes,  then  sel 
them  to  a  leasing  firm,  netting  $6f| 
million,  or  about  $50  million  afterta 
Blum  will  sit  on  the  board  and  exec 
utive  committee,  focusing  on  fina 
cial  strategies.  "I'm  not  an  operator) 
never  will  be,"  says  Blum,  56.  "Whe 
merchant  bankers  get  involved  in  of 
erations,  they  usually  get  themselve 
in  trouble." 

Blum  liked  what  he  saw  so  much  i 
Northwest,  he  bought  300,000  share 
of  United  Airlines  at  $130  a  sha 
before  its  recent  $300-a-share  buyoi 
bid.    Paper  gain:    $50  million.    "B^ 
tween  operations  and 
craft      delivery,      Unite 
could  be  throwing  off  cas 
of  $1.75  billion  to  $2  bi 
lion  a  year,  and  it  was  sel 
ing  for  $3.5  billion  in 
market,"  says  Blum.  Wit 
their  $6.8  billion  offer,  ai 
the  pilots  and  British  Ai:; 
ways  paying  too  much? ' 
don't  think  so." 

Blum  started  as  a  stocl 
broker  for  San  Francisco 
regional  brokerage  hous1 
Sutro   &   Co.,   where 
quickly  became  a  partne 
He  drew  the  spotlight  i 
Sutro  and  himself  with 
deal  they  still  talk  aboi 
in  San  Francisco:  buyii 
Ringling  Bros.-Bamum 
Bailey    circus.    In     19f 
Blum    convinced    Sutro 
elder    partners    Ringlii 
was  the  only  viable  circi 
left  in  America.  The  cou 
try's  small  arenas  ma< 
25%  of  their  year's  tal 
during  the  week  the  ci 
cus  was  in  town,  giving 
clout   with   arena   opei 
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The  right  mix  of  stocks,  bonds  and 
cash  in  a  CMA®  account  can  help 
you  reach  your  financial  goals. 

Responding  quickly  and  effec- 
tively to  market  changes  can  be  an 
upstream  battle. 

You  call  your  financial  consul- 
tant when  stocks  go  up  or  down. 
Your  banker  when  money  market 
and  CD  rates  change.  Yet  another 
call  when  a  new  tax-advantaged 
investment  appears. 

But  with  the  Merrill  Lynch  Cash 
Management  Account8  financial 
service,  one  call  can  do  it  all.  Be- 
cause the  CMA®  account  is  more 
than  a  brokerage  account,  it's  a 
central  asset  account.  It  allows 
you  to  coordinate  and  manage  all 
the  assets  in  your  investment 

c1989  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC 


portfolio  with  other  traditional 
day-to-day  financial  activities-all 
in  a  single  stroke. 

The  CMA  account's  automatic 
sweep  feature  keeps  your  money 
working  for  you  virtually  all  the 
time.  And  it's  always  available, 
whenever  you  need  it,  thanks  to 
unlimited  checking  and  a  Visa® 
card. 

The  CMA  account  also  gives 
you  the  added  advantage  of  profes- 
sional assistance  from  a  Merrill 
Lynch  Financial  Consultant  to  help 
you  make  timely  investment  deci- 
sions. Combine  that  with  a  monthly 
statement  that  shows  all  your 
account  activity,  and  it's  easy  to  see 
why  the  CMA  account  is  a  perfect 
place  to  centralize  your  assets. 

Discover  how  the  Merrill  Lynch 
CMA  account  can  help  you  pull  it 


all  together.  You'll  be  teaming  up 
with  the  best. 

For  more  information  about  the 
CMA  account  and  the  CMA  money 
market  funds,  including  charges 
and  expenses,  obtain  prospectuses 
from  a  Merrill  Lynch  Financial 
Consultant  by  calling  your  local 
Merrill  Lynch  office.  Read  the  pros- 
pectuses carefully  before  you 
invest  or  send  money. 

Call  the  toll-free  number  today 
to  find  out  how  the  CMA  account 
can  work  for  you. 

1 800  637-7455,  ext.  6524 


Merrill  Lynch 

A  tradition  of  trust. 


If  you  like  these 
numbers... 


Twentieth  Century  Growth  Investors  Fund 


Average  Annual  Total  Return  as  of  June  30, 1989 

20.2*  19.9*  20.7  24.5 


lYear 


5  Years 


10  Years 


15  Years 


Call  this  number: 

1-800-345-2021 

Data  quoted  represents  past  performance.  Investment 
return  and  principal  value  will  fluctuate  and  redemption 
value  may  be  more  or  less  than  original  cost.  For  complete 
information  about  Twentieth  Century,  including  charges 
and  expenses,  call  for  an  information  kit  and  prospectus. 
Please  read  the  prospectus  carefully  before  investing. 


R  0.  Box  419200,  Kansas  City,  MO  64141-6200 


FBS 


No -Load  Mutual  Funds 


EuroBusiness 

The  European  Business  Magazine 


EuroBusiness  puts  Europe  first! 


Published  monthly  in  English,  EuroBusiness  helps 
you  identify  and  assess  changes  taking  place  in 
European  business.  With  EuroBusiness  in  your 
hands,  you  have  all  the  relevant  information  on 
European  business  at  your  fingertips.  Your  essen- 
tial monthly  checklist  of  business  developments 
throughout  Europe,  east  to  west,  north  to  south. 

EuroBusiness  will  keep  you  informed, 
forewarned  and  forearmed 

At  only  $49  for  an  annual  subscription,  it's  an  insurance 
policy  your  company  cannot  afford  to  live  without.  Find  out 
for  yourself  how  invaluable  EuroBusiness  is.  Write  or  call 
for  further  information. 

Call  toll-free  1  800  633-4931  or  (205)991-6920  (inside  AL  and 
outside  the  US)  or  write  to  World  Of  Information,  P.O.  Box  830430, 
Birmingham,  AL  35283-0430. 


tors.  Too,  the  circus  was  a  cash  cow 
tickets  were  sold  in  advance. 

There  were  problems  getting  mon 
ey,  says  Blum:  "We  had  to  con  vino 
Wells  Fargo  [which  provided  bank  fi 
nancing].  How  do  you  put  a  lien  on  ai 
elephant?"  The  big  equity  investo 
was  Judge  Roy  Hofheinz,  builder 
the  Houston  Astrodome.  Sutro  late 
took  the  circus  public,  then  sold  it  t 
toymaker  Mattel  for  a  hefty  gain. 

Blum  left  Sutro  in  1975  to  start  hi 
own  outfit.  (Another  passion  is  trek 
king  in  the  Himalayas — hence  th 
Nepal  post.)  He  did  not  immediatel 
cover  himself  in  glory.  His  first  dej 
was  helping  San  Francisco  enginee 
ing  firm  Thortec  International  fight 
hostile  bid.  He  became  vice  chairma 
and  a  major  stockholder,  but  in  198 
the  company  was  found  to  be  mampt 
lating  earnings.  Even  Blum  was  sant 
bagged;  he  was  buying  Thortec 
about  $10  a  share  just  before  the  pro! 
lems  surfaced;  the  firm  is  now  baa 


Burned  on  small 
companies,  Blum  looks 
for  big  ones  where  he 
can  invest  a  minimum 
of  $25  million. 

rupt  and  trading  at  $1,  making  Blun 
stake  worth  about  $1  million. 

Another  loser  came  Blum's  w 
courtesy  of  the  Marriott  pals  who  1; 
er  brought  him  into  Northwest. 
1982  he  acquired  Farrell's,  a  $50 
lion  (sales)  ice  cream  parlor  chi 
from   Marriott   for   $15    million, 
which  $12  million  was  in  debt 
Farrell's  old-fashioned  parlor  cono 
was   already   fading.    "We   tried 
change   the   format,"   recalls   Blu 
"but  everything  we  did  made  tht 
worse."  In  1985  he  gave  it  back 
Marriott,  losing  his  $3  million  eqi 
stake.  Luckily,  Blum  made  smart 
vestments  like  Advanced  System! 
bought  by  Thortec  in  1979  for  $ 
million,  spun  off,  then  sold  in  1987 
$237  million  to  National  Educa 
Corp. — to  offset  his  disasters. 

Burned  on  small  companies,  Bl 
now  looks  for  big  ones  where  he 
invest  a  minimum  of  $25  million,- 
wants  75%  of  his  firm's  funds  spi 
over  only  six  to  eight  companies, 
especially  likes  restructuring  troui 
lbos,  and  is  looking  at  oil  se 
companies.  "They're  operating  at 
capacity,  and  if  they  can  hit  bi 
even  at  those  levels,  and  the  oil 
ness  turns  up,  as  it  eventually 
says  Blum,  his  voice  trailing  off. 

Will    the    oil    business    turn 
"Well,"  he  replied,  "we're  gettingc 
selves  back  to  where  we  were  a  de 
ago,  too  dependent  on  foreign  oil 


I 
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Diamond  Settings 

that  Last 


Drilling  a  deep  hole  oil  well  in  the  ocean  floor  may  be  the  toughest 
environment  in  which  any  diamond  ever  finds  itself. 

The  drill  bits  used  by  offshore  drillers  are  made  of  diamonds,  one  of  the 
hardest  materials  known  to  man.  But  what  kind  of  setting  would  you  use 

for  such  a  gem?  The  best  setting  manufacturers  in  the  world  use  a 
surprisingly  small,  amazingly  tough  cylindrical  stud  produced  by  Fansteel 
Hydro  Carbide.  This  stud  —  which  measures  one  inch  in  height  and  one 
half  inch  in  diameter  —  is  made  of  Tungsten  Carbide,  which  is  itself  one 

of  the  hardest  of  man-made  materials. 

It  takes  a  lot  to  hold  a  bit  in  place  while  it  works  around  the  clock  to  cut 

through  the  ocean  floor.  It  takes  engineering  ingenuity,  metallurgical 

know-how,  and  uncompromising  manufacturing  standards.  It  takes  much 

more  than  a  metal  former ...  it  takes  a  diamond  setter.  Fansteel  Hydro 

Carbide;  another  reason  it  will  pay  you  to  know  more  about  us. 


[fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 

FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


The  Money  Men 


Ruthless  portfolio  pruning,  coupled  with 
the  theory  of  relative  strength,  is  keeping 
Dan  Sullivan  well  ahead  of  the  Standard  & 
Poors  average  this  year. 

Bullish 
beachcomber 


By  Peter  Br imelow 


Success  hasn't  spoiled  Dan 
Sullivan.  Interviewed  by 
Forbes  at  the  end  of  another 
cloudless  southern  California  sum- 
mer day,  the  money  manager  and  edi- 
tor of  T/je  Chartist  investment  letter 
turned  out  to  be  just  as  shy,  self-effac- 
ing and  softly  spoken  as  ever.  At  56, 


he  is  still  delicately  poised  between 
appearing  boyish  and  looking  like  a 
leprechaun — blue-eyed,  trim  and 
deeply  tanned.  He  still  likes  to  jog 
daily  along  the  Pacific  shoreline  of  his 
hometown  of  Seal  Beach,  40  minutes 
south  of  Los  Angeles.  He  recruited  all 
of  his  staff  of  seven  through  chance 
beach  conversations  with  fellow 
joggers. 


Four  years  ago  Sullivan  was  one  oi 
the  investment  world's  best-kept  se 
crets.  The  Chartist  ($150  a  year,  3,00C 
circulation)  had  been  in  existence 
since  1969,  and  had  a  devoted  follow 
ing.  But  Sullivan  himself  was  widel) 
regarded  as  a  recluse.  He  had  nevei 
spoken  at  an  investment  conference 
nor  given  an  interview.  He  didn't  ever 
list  his  business  phone  number  on  the 
grounds  that  if  he  did,  people  wouk 
bother  him. 

All  this  changed  as  monitoring  b] 
Forbes  columnist  Mark  Hulbert's  Al 
exandria,  Va. -based  Hulbert  Financia 
Digest  revealed  that  The  Chartist  wa| 
one  of  the  handful  of  services — or  in 
stitutional  investors — that  seemei 
able  to  beat  the  market  over  the  lon,i 
run.  National  publicity  followed.  Su 
livan  listed  his  phone  in  the  Sea 
Beach  directory. 

Last  year  he  began  a  second  lettei 
The  Chartist  Mutual  Fund  Timer  (cm 
rently  $50  a  year,  6,000  circulation 
which  has  proved  successful  in  a  sej 
ment  of  the  newsletter  market  tha 
many  thought  was  exhausted.  He  say 
he  now  has  a  handy  $28  million  unde* 
management,  of  which  $14  million  i  - 
following  his  mutual  fund  system — i  - 
an  average  2%  annual  commission. 

Another  Sullivan  surge  may  now  b 
under  way.  Through  the  end  of  At 
gust,  according  to  the  Hulbert  Final 

NUrk  Richari    -  ■ 
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\  ui  Sullivan 
Laid-back  life,  disciplined  investing. 
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til  Digest,  his  Chartist  portfolios  are  up 
a  average  of  36.4%,  versus  the  s&p 
00's  29.5%,  counting  dividends.  [The 
hartist  recommends  two  portfolios: 
a  "Actual  Cash  Account,"  which 
lirrors  Sullivan's  own  personal  port- 
)lio  and  is  up  31.2%;  and  a  more 
seculative       "Traders       Portfolio," 
-hich  is  up  41.8%.)  Sullivan's  Chartist 
'utual  Fund  Timer  is  up  36.8% . 
Sullivan,  a  college  dropout  and  one- 
me  liquor  store  manager,  came  to 
le  stock  market  after  a  serious  study 
{ horse  racing,  which  convinced  him 
lat  the  track's  take  made  the  odds 
rohibitively  hard  to  beat.  (He's  now 
art-owner" of  a  harness  horse.)  His 
litiation  to  the  market  was  typical: 
i  the  early  1960s  he  bought  a  stock, 
orvettes.  It  went  down.  Sullivan  re- 
:ted  by  plunging  into  stock  market 
terature.  One  book,  Nicholas  Dar- 
is'  How  I  Made  $2  Million  in  the  Stock 
\arket,  introduced  him  to  a  concept 
tat  struck  a  chord:  relative  strength. 
i  The     essential     idea     of     relative 
rength  is  that  stocks  that  act  stron- 
:r  than  the  general  market,  either 
sing  faster  or  falling  slower,   will 
intinue  to  do  so.  While  Sullivan  is  a 
ire  technician  who  eschews  funda- 
ental  explanations — he  shows  only 
ild  interest  in  his  stocks'  underlying 
isinesses — he  speculates  that  rela- 
te strength  patterns  reflect  the  hip- 
)otamus-like  entry  into  the  market 
arge  institutional  investors.  Their 
aves  of  buying  carry  their  favored 
3cks  to  the  fore. 

A  relative  strength  approach  is  dan- 
rous,  because  it  can  result  in  buying 
the  top.  Sullivan  seeks  to  avoid  this 
his  own  refinements.  His  propri- 
ary  techniques  are  aimed  at  screen- 
5  out  temporary  distortions,  such  as 
ose  caused  by  takeover  bids.  They 
>o  balance  relative  strength  mea- 
red  over  the  long  term  against  the 
ort  term. 

Sullivan  also  employs  a  distinctly 
southern  California  system  of 
thless  portfolio  discipline.  His  for- 
jla  is  classic:  cutting  losses,  letting 
jfits  run.  In  his  Traders  Portfolio  he 
ices  mental  stop-loss  orders  close  to 
i  current  price  as  it  increases.  He 
mps  any  stock  on  weakness  and 
ces  profits  in  stages  on  the  upside, 
his  Actual  Cash  Account,  which  is 
lger-term  oriented,  he  treats  his 
ommendations  as  a  group,  charting 
nr  collective  progress  and  selling 
:m,  when  necessary,  together.  His 
ect:  to  reduce  the  risk  of  being 
aken  out  by  temporary  market 
imbos — to  give  the  stocks  "room 
play." 

iulhvan's  strategy  in  his  Chartist 
tual  Fund  Timer  is  equally  system- 


atic. Once  again,  the  essential  con- 
cept is  momentum,  this  time  as  mea- 
sured by  moving  averages  of  the  over- 
all market.  Sullivan  has  back-tested  a 
series  of  moving  averages  to  establish 
what  he  regards  as  satisfactory  buy 
and  sell  signals — although  his  letter 
resonates  with  repeated  warnings  that 
they  won't  prevent  investors  from  pe- 
riodic losing  streaks.  Sullivan  is  seri- 
ous about  discipline.  New  subscribers 
are  told  to  wait  on  the  sidelines  until 
a  fresh  buy  signal  is  generated. 

Additionally,  Sullivan  recommends 
specific  funds.  And  once  again,  the 
portfolio  he  recommends  in  The  Chart- 
ist Mutual  Fund  Timer  mirrors  what  he 
does  with  his  own  money. 

Stocks  Sullivan  has  recently  recom- 
mended in  The  Chartist  include  L.A. 


Gear,  an  athletic  footware  manufac- 
turer, BankAmerica  Corp.  and  Federal 
National  Mortgage,  all  nyse.  Mutual 
funds  recently  in  The  Chartist  Mutual 
Fund  Timer  portfolio  include  Founders 
Blue  Chip,  Value  Line  Fund  and  Bull 
Bear  Capital  Growth. 

Sullivan  believes  the  stock  market 
is  on  a  bullish  charge  that  will  end 
with  a  bang — eventually.  Right  now, 
he  says,  "it  still  has  many  upside  sur- 
prises left  in  it.  .  .  .  If  ever  there  was  a 
time  to  be  concentrating  on  high  rela- 
tive strength  stocks,  it  is  now." 

Sooner  or  later,  Sullivan  admits, 
relative  strength  will  become  overly 
popularized.  "But  I'll  go  through  it," 
he  says  earnestly.  "I'll  limit  losses.  It 
will  come  back." 

It  always  has.  ■ 


After  a  bitter  fight,  New  York  money  man- 
ager Tony  Cilluffo  won  control  ofAmdura 
Corp.  It's  not  much  of  a  prize. 

"We  were  shaking 
with  rage" 


By  Alyssa  A.  Lappen 


American  Hoist  &  Derrick  Co. 
looked  like  a  great  bet  last  year. 
k  Here  was  a  firm  that  had  man- 
aged to  survive,  even  though  its  two 
major  businesses — cranes  and  heavy 
lifting  equipment — had  nearly  gone 
bust  after  the  oil  and  construction 
markets  crashed  in  1982.  By  early 
1988,  the  company  had  returned  to 
moderate  profitability. 

But  now  the  old  American  Hoist — 
which  has  since  changed  its  name  to 
Amdura  and  moved  its  headquarters 
from  St.  Paul  to  Denver — looks  again 
to  be  in  trouble.  After  a  major  acquisi- 
tion in  the  hardware  distribution  field 
last  year,  Amdura  is  struggling  with 
$240  million  in  debt  against  only 
$100  million  in  equity.  Cash  from 
operations  for  the  first  half,  at  $14.3 
million,  failed  to  cover  $16.8  million 
in  interest  expenses. 

Amdura  recently  fell  under  the  con- 
trol of  Frank  f.A.  (Tony)  Cilluffo,  a 
former  stock  trader  at  Steinhardt  Fine 
Berkowitz  &.  Co.  who  formed  his  own 


investment  firm  in  1979.  Cilluffo  be- 
gan buying  Amdura  in  early  1988,  af- 
ter First  Boston  recommended  the 
stock.  First  Boston  liked  the  compa- 
ny's then  chief  executive,  Robert  Nas- 
sau, the  man  who  revamped  and  then 
sold  the  crane  business.  Nassau  also 
turned  around  Amdura's  block  and 
tackle  division  and  three  other  units. 

Cilluffo  saw  big  potential  growth  in 
the  firm's  Harris  division,  which 
makes  balers  and  shears  for  scrap 
steel,  solid  waste  and  paper.  He  began 
buying  the  stock  early  in  1988.  About 
a  year  ago,  Cilluffo  suddenly  reported 
that  he  owned  9%  of  Amdura. 

Nassau  was  no  fool.  He  knew  that 
with  sales  of  only  $203  million  in  four 
easily  separable  businesses — and  a 
market  value  at  the  time  of  just  $45 
million — Amdura  was  prime  meat  for 
a  bustup.  To  remain  independent,  he 
needed  to  expand,  and  fast. 

The  most  promising  business  for 
expansion  seemed  to  be  Amdura's 
Farwell,  Ozmun,  Kirk  unit,  which 
distributed  hardware  to  both  indepen- 
dent stores  and  retail  chains  like  Day- 
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ie  new  Audi  V8.  For  a  closer  look,  call  1-800-FOR-AUDI.  (Audi) 

The  Alternate  Route. 


John  Chao 


Investor  Tony  Cilluffo 

"l  get  very  nervous  when  I  see  a  lot  of  debt." 


ton  Hudson's  Target  and  Sears.  Then, 
a  lucky  break  for  Nassau:  CoastAmer- 
ica  became  available.  A  hardware  dis- 
tributor with  1,200  franchise  stores 
and  sales  of  $345  million,  Coast- 
America  gave  Nassau  the  chance  to 
more  than  double  sales  in  one  shot. 

Late  last  year  Nassau  bought  Coast 
for  $110  million  plus  the  assumption 
of  $100  million  in  Coast  debt. 

Cilluffo  was  furious.  "I  get  very, 
very  nervous  when  I  see  a  lot  of  debt 
on  a  balance  sheet,"  he  says,  noting 
that  Amdura's  debt  load  surged  to 
80%  of  its  capital,  from  48%  the  year 
before. 

To  integrate  Amdura's  and  Coast- 


America's  operations,  Nassau  needed 
time,  but  Cilluffo  was  getting  fed  up, 
and  time  was  against  him.  By  last 
June,  Amdura  was  having  trouble 
meeting  payments  on  $40  million  of 
his  debt.  The  integration  was  going 
slowly,  and  the  junk  bond  market  to 
which  he  had  planned  to  go  to  refi- 
nance was  weak.  Yet,  Nassau  got 
banks  to  offer  him  three  proposals  to 
refinance  Amdura's  long-term  debt, 
all  contingent  on  his  resolving  the 
Cilluffo  "problem." 

Cilluffo,  meanwhile,  kept  buying 
Amdura  shares.  In  August,  when  Cil- 
luffo met  with  Nassau  to  express  his 
concerns,  he  owned  18%  of  the  stock. 


Former  \mdura  Chief  Executive  Robert  Nassau 
Time  was  against  him. 


Cilluffo  complained  of  incompetent 
management  and  a  slow  integration 
of  CoastAmerica's  businesses  with 
Amdura.  Shortly  thereafter,  he 
launched  a  consent  fight  to  replace 
Nassau  and  the  board.  In  mid-Septem 
ber,  Cilluffo  beat  Nassau  with  a  nar 
row  51%  of  the  vote. 

Nassau  was  suddenly  unemployec 
Although  he  was  building  a  nev 
house  near  Denver,  the  loss  to  Cil 
luffo  means  he  will  probably  have  t 
relocate  to  find  a  job. 

What  will  Cilluffo  do  with  Am 
dura?  First,  he  must  reschedule  th 
$40  million  bridge  loan  with  Amdi 
ra's  banks.  He  also  hopes  to  sell  Arr 
dura's  block  and  tackle  division  an 
its  Harris  unit — the  very  one  he  sa' 
that  attracted  his  interest  in  the  fir 
place.  For  these,  Cilluffo  hopes  to  m 
more  than  $100  million  and  cut  del 
to  less  than  $140  million.  For  mo 
assets,  though,  this  is  not  a  selle: 
market. 

Even  if  the  sales  go  well,  Cilluf. 
must  deal  with  the  havoc  he  h 
wreaked  inside  the  company.  The  d, 
he  took  control,  three  of  his  peo 
met  with  Amdura's  senior  managi 
in  Denver.  "They  were  unable  to 
why  they  thought  the  integration  h 
gone  too  slowly,  or  why  they  h 
wrecked  our  ability  to  finance 
carry  on,"  says  one  irate  manager  w 
was  present.  "They  just  told  us  to 
along  as  we  had  been  doing.  We  wi 
shaking  with  rage."  High-level  dep 
tures  seem  likely. 

Defections    could    be    a    probU 
among  Amdura's  hardware  franc 
sees,  too.  Competitors  like  Cotter] 
Co.,  which  supplies  the  True  V 
cooperative,    are    hounding    Co, 
America  store  owners  to  jump  shi 
and  they  are  listening.  "I  don't 
good  about  Cilluffo,"  says  Vern 
ford,    chairman   of  the   Coast   st| 
owners'  advisory  board.  "They  hi 
no  definite  plan." 

At  the  moment,  Amdura  see 
rudderless    ship.    Cilluffo's    inte 
chief  executive,  former  Bessemer 
curities  President  John  Cardwell, 
been  to  the  firm's  Denver  headq 
ters  only  twice.  He  hopes  to  fin 
permanent  chief  executive  withir 
days.   Daily  operating  decisions 
left  to  board  member  and  former  1 
scmer   Securities   executive    Mai 
Lesser  and  consultant  Thomas  N 

Amdura  lost  nearly  $8  millior 
continuing  operations  on  sales 
$373  million  in  this  year's  first  1 
Will  the  company  survive?  "It  is  & 
to  take  a  hell  of  a  lot  of  work," 
luffo  replies,  "but  we  are  not  unh 
ful."  On  the  other  hand,  his  ban 
are  not  unnervous.  ■ 
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NEW  LOOK. 
NEW  SERVICE 

SAME 
PHILOSOPHY. 


One  thing,  however,  will  never 
change.  JALs  dedication  to  service 
and  punctuality. 

A  philosophy  that  makes  a  world 
of  difference. 


JV 


Japan  Airlines 
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Thomas Tait,  Director.  C.I. Ml 
Jim  Ambrose,  Sr.  Mgr.,  Worldwide  Mfl 
Polaroid  CorrJl 
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"With  Digital, 

Polaroid  is  picture 

perfect  in 

customer 

satisfaction.' 


"Polaroid's  key  objective  is  cus- 
tomer satisfaction.  And  manufactur- 
ing excellence  — higher  quality,  lower 
cost  and  faster  time  to  market— is  a 
prime  strategy  in  achieving  it.  Our 
CIM  project  needed  to  integrate 
manufacturing  with  product  design 
and  marketing,  and  tie  together 
computers  from  the  desktop  to  the 
datacenter.  To  give  our  people  the 
information  they  need  to  respond 
quickly  to  customer  demands  and 
market  changes. 

"Digital  offered  us  just  that,  plus 
multivendor  networking  and  out- 
standing price/performance.  And  we 
can  run  the  same  application  on  any 
size  VAX™  computer  system  in  any  of 
our  22  plants  worldwide-without 
modification . 

"The  success  of  our  CIM  and 
systems  integration  efforts  has  been 
enhanced  by  Digital's  expertise  and 
openness.  They  designed  a  solution  to 
fit  our  unique  business  challenge. 
And  they  shared  their  experiences  in 
building  enterprise-wide,  integrated 
information  systems.  To  help  us 
empower  our  people  to  run  our  busi- 
ness better." 

The  rewards  of  working  together. 

Digital's  approach  to  computing 
helps  people  work  together  to 
improve  customer  satisfaction  and 
provide  a  competitive  advantage. 

Today,  with  systems  and  exper- 
tise that  make  the  promise  of  inte- 
grated business  a  reality,  Digital  gives 
you  an  elegantly  simple  way  for  your 
people  to  work  together  more  produc- 
tively, more  creatively,  more  effi- 
ciently, more  competitively. 

To  learn  more,  write  to  Digital 
Equipment  Corporation,  200  Baker 
Avenue,  Concord,  MA  01742-2190. 
Or  call  your  local  Digital  sales  office. 

A  way  to  work  together  like 
never  before.  t>v*     •  .     i 

Digital 

has 

it 
now. 


Farmers  are  buying  tractors  again.  With  its 
big  J.I.  Case  division  finally  catching  fire, 
Tenneco  is  feeling  the  warmth. 

Case  study  in 
determination 


By  Rick  Reif f 


Until  this  year,  J.L.  Ketelsen's 
affection  for  tractors  was  a 
frightful  experience  for  Ten- 
neco Inc.,  the  $14  billion  (1988  sales) 
industrial  products  and  energy  con- 
glomerate that  he  runs.  Beginning 
with  the  purchase  of  International 
Harvester's  battered  farm  equipment 
business  in  1985,  Ketelsen  has  poured 
more  than  $1  billion  into  J.I.  Case  Co., 
Tenneco's  tractormaking  subsidiary, 
which  is  number  two,  behind  Deere  & 
Co.,  among  American  farm  equip- 
ment makers. 

What  has  Ketelsen's  billion 
brought?  From  1985  through  last  year, 
Case's  accumulated  operating  losses 
came  to  $613  million. 

But  Ketelsen  is  a  determined  man. 
A   13-year  veteran  of  Racine,  Wis.- 


based  Case  before  he  moved  to  Tenne- 
co's Houston  headquarters  in  1972, 
Ketelsen  has  actually  increased  Ten- 
neco's reliance  on  the  volatile  and 
cyclical  tractor  business.  Having  sold 
Tenneco's  oil  company  assets  for  $7.4 
billion  last  year  to  repurchase  14%  of 
its  stock  and  trim  debt,  Tenneco  now 
has  half  of  its  $9.5  billion  of  nonfin- 
ance  company  assets  tied  up  in  Case, 
which  also  sells  construction  machin- 
ery. Tenneco's  natural  gas  pipelines, 
the  last  remnants  of  its  once  domi- 
nant energy  operations,  make  up  only 
a  fourth  of  the  assets.  Chemicals, 
minerals,  auto  parts,  shipbuilding  and 
packaging  make  up  the  rest. 

Finally,  though,  Ketelsen's  determi- 
nation to  stay  with  Case  is  paying  off. 
His  stubbornness  has  gained  for  Ten- 
neco an  enviable  and  increasing  share 
of  what  is  suddenly  a  surging  market 


for  the  big-ticket  ($50,000  and  up)  rov 
crop  tractors  and  combines  that  an 
the  hallmark  of  the  combined  Case-n 
line.  Through  August,  with  a  bumpe 
corn  harvest  still  ahead,  U.S.  farmer 
had  purchased  12,000  two- wheel 
drive,  100-and-over  horsepower  trac 
tors — a  25%  rise  from  a  year  ago. 

The  same  leverage  that  nearl 
killed  Case  before  is  now  working  it 
upside  wonders.  Operating  profit  f. 
the  traditionally  strong  second  quai 
ter  surged  to  a  record  $116  millio 
this  year,  a  fivefold  increase  fror 
1988.  On  22%  higher  sales  of  $1 
billion,  Case's  operating  margin  wa 
8%,  just  below  the  9%  margin  er 
joyed  in  the  second  quarter  by 
highly  regarded  archrival,  Deere. 

Nor  does  this  appear  to  be  a  temp( 
rary  flash  on  Case's  bottom  lim 
Many  who  track  the  farm  machinei 
business  believe  farm  equipmei 
spending  is  at  the  beginning  of 
upswing  that  could  last  five  to  seve 
years.  The  average  tractor  in  use 
now  12  years  old,  and  farmers  ha^ 
cash  to  replace  them  after  three  yea 
of  record  profits  fueled  by  higher  coe 
modity  prices  and  generous  feder; 
subsidies.  Their  land,  often  pledged 
collateral  for  tractor  loans,  is  worj 
20%  more  than  it  was  three  years  ag 
Good  used  equipment  from  forecl 
sure  sales  is  scarce,  and  18-month  i 
ventories  on  equipment  dealer  loj 
have  been  pared  down  to  a  six-morr 
supply. 

With  Case  finally  back  in  the  blacl 
Tenneco's  first-half  income  from  co 
tinuing  operations  more  than  do) 
bled,  to  $289  million.  Tenneco  is  e 
pected  to  pay  its  $3.04  dividend  coij 
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:tely  out  of  profits  for 
e  first  time  since  1984, 
d  have  at  least  $1  to 
ire.  The  stock  market  is 
inning  toward  Ten- 
co,  sending  its  stock  to 
i  $61-a-share  level,  15 
aes  projected  earnings, 
t  even  that  looks  rea- 
lable.  Tractor  sales  are 
11  only  a  third  of  their 
79  level,  so  there  is 
:nty  of  room  for  Case  to 

)W. 

ietelsen  is  the  first  to 
nit  that  he  misgauged 
:  severity  of  the  farm 
;ession.  Tractor  sales 
>pped  60%  before  the 
emational      Harvester 

d.  They  then  tumbled  a     

ther  40% .  With  the  benefit  of  hind- 
ht,   Ketelsen  says  he  would  not 
ve  bought  Harvester.  "I  wouldn't 
rt  had  the  guts,"  he  says. 
Ironically,  the  Harvester  purchase 
the  key  to  why  Case  is  doing  so 
iUtifully  today.  Ketelsen  bought  In- 
national  Harvester's  assets  cheap, 
says  he  recouped  much  of  the  $475 
llion  purchase  price  just  from  the 
ue  of  Harvester  machine  tools  that 
moved  from  shuttered  plants  to 
;e  facilities  worldwide. 
rd  Harvester  gave  Case 
sales    volume    and 
I  nomies  of  scale  needed 
«  absorb    the    costs    of 
i  demizing    plants    and 
I!  eloping  new  products, 
ist  as  important,  Case 
)!gged  into  Harvester's 
rider  product  line  and 
i^erior  dealer  network, 
e  changed  the  color  of 
tractors  from  white  to 
vester  red,  and  gained 
vester's  legion  of  loyal 
tomers,  who  now  took 

r  tractors  to  the  Case- 

led  dealerships  for  ser- 

and  the  best  trade-in. 

re  parts  sales  jumped 

500  million  a  year. 

.ost  important  of  all, 
deal    made    Case    a 

ng  runner-up   in  the 

l  equipment  oligopo- 

With  Deere,    it   now 

:rols  three-fourths  of 

market  in  big  two- 
el-drive  tractors   and 

bines.     Ford     Motor 

s  Ford  New  Holland 

,  already  a  major  fac- 

in  small  tractors  and 
B  imoth  four-wheel- 
Pi  2      vehicles,      could 

aten    this    cozy    ar- 


Dan  Ford  Connolly 


Tenneco  Chief  Executive  J  L.  Ketelsen 

His  abiding  affection  for  tractors  has  begun  to  pay  off. 


rangement.  But  Ford  lacks  the  dealer 
network  to  sell  a  lot  of  big  two- 
wheelers  in  the  Midwest.  The  Deere- 
Case  dominance  especially  threatens 
low-volume  competitors  Massey-Fer- 
guson  (part  of  Canada-based  Varity 
Corp.),  Deutz-Allis  (formerly  Allis- 
Chalmers,  and  now  owned  by  West 
Germany's  Kloeckner-Humboldt- 
Deutz),  as  well  as  White-New  Idea 
(part  of  Chicago-based  Allied  Prod- 
ucts). All  are  either  fading  or  strug- 


Tenneco's  harvest 

Though  U.S.  sales  of  big  tractors  have  not  recovered  to 
the  levels  of  a  decade  ago,  Tenneco's  purchase  of  Inter- 
national Harvester's  tractor  line  and  the  decline  of 
smaller  rivals  have  increased  its  share  of  the  business. 
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North  American  tiactor  market 


Sources:  Farm  and  Industrial  Equipment  Institute:  Starks  Off  Highway  Ledger 


gling  to  hold  share. 

As  good  as  things  are 
currently  looking,  Case's 
turnaround  is  not  yet 
complete.  By  Ketelsen's 
own  admission,  manage- 
ment dallied  in  cutting 
costs  and  closing  the  qual- 
ity gap  with  Deere.  That 
has  changed  under  James 
Ashford,  who  previously 
ran  Tenneco's  successful 
Walker  muffler  and  Mon- 
roe shock  absorber  lines. 

Since  taking  over  as 
Case's  chief  executive  of- 
ficer less  than  two  years 
ago,  Ashford  has  replaced 
87  of  his  top  100  manag- 
ers,  closed  three  plants, 

eliminated  3,000  jobs  and 

put  a  more  efficient  engine  in  the 
combines.  Total  annual  savings:  $120 
million.  Aiming  for  another  $400  mil- 
lion a  year  in  savings  by  the  end  of 
1990,  Ashford  is  now  eliminating 
5,500  of  Case's  8,000  suppliers,  stan- 
dardizing parts  and  working  to  get 
better  control  over  dealer  inventories. 
To  show  he  is  serious  about  quality, 
Ashford  shut  down  the  company's 
tractor  plant  in  Racine  for  four  days 
until  engineers  redesigned  a  faulty 
brake  piston. 

Ashford's  objective  is  to 
produce  such  a  quality 
product  that  customers 
and  dealers  won't  flinch 
when  he  raises  prices  on 
new  models  or  refuses  to 
sell  his  machines  for  less 
than  the  comparable  John 
Deere  models.  There  is  al- 
ready evidence  that 
Case's  quality  is  improv- 
ing. The  two-year-old 
Magnum  tractor,  its  best- 
seller, features  a  more 
fuel-efficient  engine,  a 
Deere-style  power  shift 
and  a  five-year  warranty, 
an  industry  innovation. 

Ending  six  consecutive 
years  of  losses,  Case  is  ex- 
pected to  make  $200  mil- 
lion or  so  in  operating  prof- 
its this  year.  Agreeing  that 
this  is  still  a  meager  6% 
return  on  Tenneco's  in- 
vestment, Ketelsen  says  he 
expects  Case  to  earn  twice 
that  amount  in  two  years. 
Given  the  man's  proven 
determination,  and  Case's 
markedly  improved  envi- 
ronment, it  will  be  sur- 
prising if  Case  doesn't 
reach — or  exceed — his 
goal.  ■ 
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There  are  some  very  good  firms 
that  specialize  in  utilization  review. 
Firms  that  do  nothing  else.  So  it 
might  be  interesting  to  compare 
them  to  an  organization  you  may 
not  think  of  for  this  kind  of  help.  Ours 

According  to  published  reports, 


It  sets  standards  as  highas  a 

All  1,200  of  our  nurse  reviewers  have  relevant  clinical 

experience  and  receive  training  in  communication 

skills.  We  also  have  over  1,000  physicians  in  all 

major  specialties.  So  complicated  cases  and 

appeals  can  he  resolved  doctor  to  doctor. 

you're  likely  to  find  for  administr; 
tion,  staff,  medical  criteria  and  qua 


Experts  say  yo 
a  specialist  far 
We  concur: 


the  largest  of  these  companies  serviced 
11.5  million  lives  last  year. 

We  serviced  over  15  million. 
Of  the  ten  leaders,  the  biggest 
staff  of  nurse  reviewers  and  doctors 
was  600.  Ours  totaled  2,200. 

Numbers,  we  realize,  don't  say 
anything  about  the  actual  service  you 
get.  Or  the  kind  of  cost  containment 
you  can  expect.  That  depends  on  how 
well  the  review  system  operates. 
On  its  standards.  The 
system  in  our  case  is 
Custom  Care-USA. 
And  as  the  name 
implies,  it's 
national. 

When  someone  calls  for  a 
review,  ihey  don't  waif  long 
for  a  response  We  answer 
the  phone  within  30  seconds 
90  percent  of  the  time  We  re- 
quire rc\  ie\v  s  to  he  completed 
within  one  working  day. 


*4: 


^j 


control.  A  case  in  point 
being  the  nurse  reviewer. 

How  she 
does  her  job 
determines  in 
large  part  how  happy  your 
employees  are  with  the  prograrr 
And  how  much  it  may  save  you 
inappropriate  medical  care. 

But  nurses  are  used  to  cor 
municating  face  to  face.  Not  on 
phone.  And  certainly  not  in  the 
of  complex,  sensitive  situation! 
nurse  reviewer  can  find  herself 
That  takes  special  training.  Oft 
firms  that  offer  training,  none  1 
a  program  as  large  or  as  intens 
as  Custom  Care-USA 

We  have  enough  nurses  t 
complete  100  percent  of  revie 
within  one  working  day  Incorr 


one  calls  are  answered  within  30 
:onds  90  percent  of  the  time  even 
ring  peak  periods.  Written  notifi- 
tion  of  review  decisions  is  sent 
thin  two  working  days. 

If  a  second  opinion  is  required, 
>re's  a  ready  solution:  A  national 


But  to  do  that  its  much  better 
if  you  can  manage  things  locally. 
Where  you  can  monitor  the  patient, 
negotiate  with  providers  and  make 
arrangements  first-hand.  Not  by  long 
distance.  Custom  Care-USA  can  give 
you  and  your  employees  that  advan- 


should  only  use 
tization  review 


When  Custom  Care-USA 
reports  results,  they're  not 
just  estimates  or  projections. 
We  pay  the  claims  so  we 
can  tellyou  exactly  what 
happened  and  how  much 
you're  saving. 

panel  of  36,000 
board-certified 
physicians.  We 
can  quickly  help 
your  employees 
locate  the  doctor 
needed  anywhere  in  the 
country  by  specialty,  sub- 
I  cialty,  hospital  affiliation  and 
n  n  special  languages. 

What  your  program  consists 
h  up  to  you.  Custom  Care-USA 
>  iexible.  You  can  unbundle  down 
>i>asic  components.  Or  add  more 
plcialized  services  like  psychiatric 
ell  substance  abuse  review 

One  especially  effective  tool  is 
^lething  we  call  Individual  Case 
thagement.  Managing  the  care  of 
in-cost  cases  can  provide  savings 
E|7  to  $10  for  every  dollar  spent. 


tage— using  qualified  case  managers 
in  local  Plans  around  the  country 

We're  also  in  a  much  better 
position  to  evaluate  results.  Because 
we  pay  the  claims.  We  don't  report 
only  what  should  have  happened  but 
what  actually  did.  Which 
is  why  our  Management 
Reports  can  even  suggest 
where  and  how  you 
could  be  saving  more,    i 

So  if  your  com- 
pany has  a  thousand 

In  (he  management  of  high-cost  cases,     ' 
long  distance  isnt  as  good  as  being  there. 
Our  Individual  Case  Management  is  done 
on-site.  No  one  gives  you  better  access  to 
local  providers  or  more  leverage  in 
negotiatingfor  services. 

or  more  employees  in 
more  than  one  state,  and  you're 
looking  for  a  specialist  in  utilization 
review,  call  1-800-552-2583.  Utilization 
review  may  not  be  the  only  thing  we 
do.  But  then  again,    ■■    j«  ^  Qg^ 
that's  why  we 
can  do  it  so  well. 


■iImjtkiBlu*L:"¥it(6li«V 


The  rise  of  Wal-Mart  Stores  is  among  the 
great  success  stories  of  U.S.  retailing.  But 
the  grocery  business  may  not  be  the  best 
choice  to  keep  Sam  Walton  s  juggernaut 
growing  at  its  breakneck  clip. 

Golf  balls,  motor 
oil  and  tomatoes 


By  Steve  Weiner 


F|  rankie  Stanley  finds  a  lot  to 
like  at  her  Hypermart  usa  store 
in  Topeka,  Kans.  The  gigantic 
discount  store  sells  beanbag  chairs  for 
$13.96,  about  $6  less  than  the  next- 
best  competitor.  Yogurt  is  a  few  cents 
cheaper  a  container  here,  too.  "You 
can  do  well  here,"  she  advises,  "if  you 
watch  prices  carefully." 

But  ask  her  about  the  giant  store's 
meat  department  and  stand  back.  "It 
smells  horrid!"  she  complains.  "And 
the  produce  department  looks  better 
at  Dillons,"  a  traditional  supermarket 
down  the  street.  "Why  can't  this  place 
just  throw  away  the  rotten  stuff?" 
Stanley  indignantly  demands. 

Frankie  Stanley's  reaction  to  Hy- 
permart usa's  grocery  department  is 
not  welcome  news  for  Wal-Mart 
Stores,  Inc.,  which  owns  the  store. 
Wal-Mart  executives  hope  to  extend 
the  chain's  impressive  growth  rates 
into  the  next  decade.  And  many  be- 
lieve a  good  way  to  do  that  is  to  be  a 
major  factor  in  the  grocery  business. 
But  reactions  such  as  those  from 
Frankie  Stanley — and  basic  fresh  food 
retailing  economics — suggest  that 
Wal-Mart  has  a  difficult  job  ahead. 

Wal-Mart  needs  little  introduction. 
It  is  the  enormously  successful  dis- 
count retailer,  based  in  Bentonville, 
Ark.,  that  was  founded  by  billionaire 
Sam  Walton  in  1962.  It  operates  1,326 
discount  stores  and  1 10  Sam's  Whole- 
sale Club  warehouse  outlets  in  27 
states,  mostly  in  the  nation's  mid- 
section. Wal-Mart's  sales  this  year  are 
estimated  at  nearly  $26  billion,  with 
likely  profits  of  just  over  $1  billion,  or 
$1.85  a  Bhare,  up  Z6%  from  1988. 

By  the  end  oi  next  year,  Wal-Mart 

probabl      ecome  the  country's 

large  ral-merchandise  retailer, 

surpassing  the     omestic   volume   of 


both  K  mart  Corp.  (estimated  1989 
sales,  nearly  $28  billion)  and  Sears, 
Roebuck  &  Co.  (estimated  sales,  near- 
ly $29  billion). 

Wal-Mart's  sales  have  had  an  annu- 
al compound  growth  rate  of  36%  for 
the  last  ten  years,  earnings  of  39%. 
But  therein  lies  precisely  the  problem. 
When  you're  as  big  as  Wal-Mart,  how 
do  you  keep  growing  rapidly?  And  if 
you  don't,  how  badly  will  Wall  Street 
punish  your  stock? 

Wal-Mart's  stock,  recently  trading 
at  42,  or  about  23  times  estimated 
1989  earnings,  has  already  factored  in 
a  great  deal  of  future  growth.  Consider 
the  market's  reaction  when  Wal- 
Mart,  on  Aug.  8,  announced  second- 
quarter  earnings  of  39  cents  a  share. 
That  was  up  22%  over  the  1988  quar- 
ter, but  it  was  a  penny  or  so  lower 
than  what  The  Street  had  expected. 
Result?  Heavy  selling  over  the  next 
month  that  knocked  Wal-Mart  shares 
from  43  '/.»  just  before  the  earnings  an- 
nouncement to  39'/4. 

William  Whyte,  retail  analyst  at 
Stephens  Inc.,  the  Little  Rock  invest- 
ment banker  and  longtime  Wal-Mart 
booster,  states  an  obvious  worry:  "If 
they  kept  growing  at  these  rates,  pret- 
ty soon  they  would  engulf  the  entire 
economy.  Since  it's  impossible  to 
continue,  their  i7e  will  gravitate  to 
the  market  level  as  growth  slows." 

Or  listen  to  Dennis  Lynch.  "We  saw 
a  flattening  in  same-store  sales 
growth  and  felt  it  would  be  difficult 
for  them  in  terms  of  earnings,"  says 
Lynch,  president  of  Lynch  &.  Mayer, 
the  New  York  investment  subsidiary 
of  Lincoln  National  Corp.  Lynch  sold 
nearly  20%  of  its  1.5  million  Wal- 
Mart  shares  during  the  first  quarter.  "I 
think  it's  going  to  get  tougher  for 
them  over  the  next  couple  of  years." 

David  Glass,  53,  the  financial  exec- 
utive who  was  named  president  and 


chief  executive  officer  in  February 
1988,  naturally  disagrees.  "The  inter- 
esting thing  is  that  we  see  no  shortage 
of  opportunity  for  continued  growth," 
says  Glass.  "We've  always  had  a  fairly 
high  growth  rate,  and  it  just  sort  of  J 
feeds  on  itself." 

For  another  year  or  two,  Glass  is , 
probably  right.  Plans  call  for  adding 
150  Wal-Mart  stores  and  20  to  25 
Sam's  Wholesale  Clubs  a  year.  If  the 
goal  is  met,  sales  should  bulge  by  a 
minimum  of  $6  billion  annually — orf! 
the  equivalent  of  the  annual  sales  off] 
Nordstrom,  Neiman  Marcus  and  the 
Gap  combined. 

Beyond  1990,  however,  is  where  the 
Wal-Mart  questions  lie.  Not  only  will 
Wal-Mart's  own  size  keep  getting  in  j 
its  way,  but  the  competition  has  al- 
ready absorbed  many  of  Sam  Walton's    | 
lessons — efficient  distribution,  sharp 
buying,  clean  stores  and  aggressive  I 
customer  service  make  for  profitable 
stores. 
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The  Wal-Mart  Super  Center  at  Washington,  Mo. 

Says  the  store  manager,  "A  box  of  JELL- O  is  just  like  a  box  of  Tide  to  me." 


Take  Topeka.  where  Wal-Mart's 
220,000-square-foot  Topeka  Hyper- 
mart  usa  opened  in  January  1988.  A 
year  later  Target,  the  discount  arm  of 
Dayton  Hudson  Corp.,  opened  a  big 
store  just  a  few  blocks  away.  By  care- 
ful pricing,  emphasis  on  the  good 
quality  of  its  merchandise,  especially 
clothing,  and  improved  service  (short 
cash  register  lines,  for  instance),  sales 
at  the  Target  store  have  been  50% 
higher  than  projections,  says  custom- 
er service  manager  Karen  Pickard. 

Or  how  about  results  at  Topeka 's 
West  Ridge  Mall,  a  Melvin  Simon  &. 
Associates  shopping  center  that 
opened  a  month  after  Wal-Mart's  Hy- 
permart  in  1988.  The  mall  includes 
J.C.  Penney,  Dillard's  department 
store  and  the  Jones  Store  as  anchors; 
Sears  and  Montgomery  Ward  stores 
are  under  construction.  So  far,  says 
Tim  Earnest,  mall  manager,  sales 
have  averaged  above  $190  a  square 
foot,  better  than  the  national  average 


for  such  centers.  Surveys  show  cus- 
tomers meet  50%  of  their  shopping 
needs  at  the  mall,  but  only  20%  at 
Hypermart.  Such  competitive  pres- 
sures are  among  the  reasons  Wal-Mart 
still  prefers  to  put  its  stores  in  small 
towns  or  on  the  periphery  of  larger 
cities. 

Wal-Mart's  sales  gains,  though  ex- 
cellent, are  far  more  heavily  skewed 
in  favor  of  high-growth  new  stores 
than  those  of  any  other  retailer.  For 
most  retailers,  same-store  sales,  or 
volume  at  units  open  at  least  a  year,  is 
an  accurate  measure  of  true  perfor- 
mance because  there  are  few  new 
stores  compared  with  the  old-store 
base.  But  more  than  half  of  Wal- 
Mart's  stores  are  less  than  five  years 
old,  and  hence  aren't  fully  mature  by 
retail  industry  standards.  Wal-Mart's 
same-store  sales  gains  have  recently 
been  about  11% — very  strong.  But  an- 
alysts believe  sales  gains  at  Wal- 
Mart's  oldest  stores  have  been  per- 


haps 7% — good,  but  not  great. 

Faced  with  such  numbers,  Wal- 
Mart  sees  the  grocery  business  as  ripe 
with  potential  to  improve  sales  quick- 
ly, especially  in  old  territories  where 
general  merchandise  sales  gains  are 
slowing.  The  company  has  six  true 
grocery  stores.  Three  of  them  are  hy- 
permarts,  situated  in  Topeka,  and  in 
Garland  and  Arlington,  Tex.  Original- 
ly a  European  retailing  concept,  hy- 
permarts  are  the  so-called  malls  with- 
out walls  of  200,000  square  feet  or 
more  that  combine  big  discount 
stores  with  a  large  grocery  store,  some 
restaurants  and  other  service  busi- 
nesses, such  as  banks  or  videotape 
rental  stores. 

The  other  three  grocery  outlets  are 
Wal-Mart  Super  Centers,  situated  in 
Washington  and  Farmington,  Mo., 
and  in  Wagoner,  Okla.  These  are 
about  half  the  size  of  the  hypermarts. 

New  to  the  business — the  oldest  of 
the  six  grocery  operations  is  two  years 
old — Wal-Mart  is  making  its  share  of 
rookie  errors.  Truman  Elliott,  manag- 
er of  the  Washington  store,  tells  the 
story  of  a  special  buy  made  recently  of 
honeydew  melons,  intended  as  a  fea- 
ture on  the  in-store  advertising  circu- 
lar. But  at  the  last  minute  the  buyer 
changed  his  mind  and  purchased  a 
large  number  of  watermelons,  too, 
and  substituted  that  in  the  ad.  "Every- 
one bought  those  watermelons  at  99 
cents  each,  and  no  one  saw  the  honey- 
dews,"  says  Elliott.  Hundreds  of  hon- 
eydews  had  to  be  dumped.  "A  box  of 
jell-o  is  just  like  a  box  of  Tide  to  me, 
and  most  Wal-Mart  managers  won't 
understand  how  these  fresh  food  de- 
partments can  take  percentage  points 
off  of  your  profits." 

There  are  other  problems,  less  easi- 
ly fixed.  There  is,  for  example,  the 
fundamental  question  of  whether 
people  like  to  buy  their  meat  and  to- 
matoes where  they  buy  their  tv  sets 
and  golf  clubs.  Back  in  the  1960s,  both 
K  mart  and  Target  introduced  outlets 
that  combined  grocery  stores  with 
regular  discount  goods.  They  flopped. 
Costs  of  the  widely  separated  grocery 
outlets  rose  rapidly,  and  discount 
pricing  eroded  already  narrow  grocery 
margins.  Many  customers  didn't  cot- 
ton to  shopping  for  perishable  food  on 
trips  for  shirts,  motor  oil  or  toys. 

Glass  believes  that  consumer  be- 
havior has  changed.  In  some  stores, 
adding  groceries  has  doubled  the 
number  of  visits  customers  make  to 
Wal-Mart,  boosting  general  merchan- 
dise sales,  and  not  just  food.  Indeed, 
he  says  his  six-store  experiment  has 
gone  so  well  that  another  Hypermart 
will  open  early  next  year  in  Kansas 
City.  Two  more  Super  Centers  are 
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INTRODUCING  A  NEW  CONVERTIBLE 
BUILT  AND  HANDCRAFTED  IN  ITALY  BY  MASERATI 


When  Maserati  builds  a  new  convertible,  you 
can  expect  your  driving  instincts  to  come  alive. 

\bu  can  expect  a  16-valve  electronic  fuel- 
injected  Maserati  turbo  a  five-speed  manual  Get- 
rag  transaxle*  and  four-wheel  power-assisted  disc 
brptes  with  a  Teyes  anti-lock  braking  system. 

\bu.can  expect  a  gas-charged  touring  suspen- 
•vadVie^lye  frohtrwheel  drive  and  virtually  every 
J^re  imaginable  to  enhance  your  riding  comfort 
rocate  your  driving  ardor 
„  ieh  Maserati  builds  a  n§w  convertible,  you 


can  expect  hand-fashioned  coachwork  of  the  fines1 
European  craftsmanship  Nbu  can  expect  luxury  sc 
complete,  every  item  is  standard.  Among  the  many 
both  a  soft  convertible  top  and  a  hard  removable 
roof. 

When  Maserati  built  this  convertible,  they  made 
it  everything  you  expect.  And  made  it  exclusively  fc 
Chrysler  Motors. 

Chrysler^  TC  by  Maserati  is  backed  by  Chry*. 
Crystal  Key  better  warranty  protection  than  Jaguc 
Porsche,  BMW  Mercedes  or  Rolls  Royce.+ 


k Chrysler  Turts6  ll  engine  wflti  o  3  speed  automatic  >ron*a«le  a  ovallaoie  as  a  no-cost  option-  See  copy  of  iimitea  wor'O1-- ,  a'  aeo  er  Some  restrictions  appv  ■• 


[•ttj 


CHRYSLER'S  TC  W built  by  maserati. 

For  information  and  the  nearest  authorized  dealer,  call  1-800-TC-COUPE. 


Wal-Mart  Chief  Executive  David  Glass 
"It  just  sort  of  feeds  on  itself." 


Wal-Mart  /bunder  Sam  Walton 
Cheerleading  at  the  Topeka  store. 


Eli  Rtrichman 


Opening  daj  at  Topeka  s  Hypermart  I  v\ 

In  the  mall  without  walls,  the  meat  smells 


•horrid. 


planned,  one  each,  for  Jefferson  Cityj 
and  Poplar  Bluff,  Mo.,  in  1990.  Some; 
Wal-Mart  grocery  managers  expect  tol 
see  50  to  100  Wal-Mart  grocery  opera- 
tions within  the  next  several  years. 

A  more  realistic  assessment:  Cus- 
tomer resistance  to  the  Hypermarts' 
daunting  size  and  the  chain's  policy  of 
restricting  the  selection  of  grocery: 
items  may  be  big  limitations  for  Wal- 
Mart.  "Dillons  has  the  best  selection,! 
and  it's  fairly  comparable  on  prices," 
says  Pam  Caphnger,  a  shopper  in  a| 
West  Topeka  Dillons  store.  "And  Hy-[ 
permart  isn't  the  kind  of  place  when 
you  run  in,  buy  tonight's  dinner 
run  out  again.  Dillons  is." 

So  how  goes  the  battle  in  Topeka?) 
Dillons'  sales  plunged  in  the  monti 
right    after    Wal-Mart's    Hyperma 
opened,  but  they  have  since  recovei 
to   levels   projected   before   the   dis 
counter  came   to   town.   Customer! 
come  for  the  service,  selection 
relaxed     atmosphere;     most     mterl 
viewed  by  Forbes  said  Hypermart'il 
low  prices  didn't  justify  the  aggrava| 
tion.  Wal-Mart's  Hypermart,  said  on 
Dillons  loyalist,  "is  so  big  I  feel  lilt 
standing    in    the    middle   of   it 
screaming." 

There  are  other  problems.  Wall 
Mart  is  still  a  small  customer  for  it  I 
wholesaler  supplier,  Fleming  Cos.  c| 
Oklahoma  City,  meaning  the  comj 
ny  lacks  its  usual  big-order  price  M 
vantage.  And  its  stores  are  few  andl 
between,  meaning  more  densely  sifl 
competitors  probably  have  the  efl 
on  distribution  expenses. 

But  the  most  unsettling  question  < 
all  has  to  do  with  the  profitability! 
even  the  best  grocery  operators.  Ta 
a  very  good  grocer,  $8  billion  (lik^ 
1989  sales)  Albertson's,  based  in 
se,  Idaho.  Over  the  years,  Albertson 
and    Wal-Mart    have    earned   nef_ 
identical  gross  margins;  last  year  221 
for  Wal-Mart,  24%   for  Albertsonl 
But  when  it  comes  to  net  earning 
Wal-Mart  consistently  earns  arou 
4%  on  sales,  while  Albertson's  m 
half  that  much.  In  fact,  Wal-Mart  i 
erating   executives   admit    their  i 
margins  probably  will  not  exceed  i 
industry  average  1%. 

The  problem  is  that  even  if  Wal-MJ 
were  as  profitable  as  Albertson's, f 
wouldn't  do  much  to  keep  net  earnii 
compounding  at  the  25% -plus  ann^ 
rates  that  Wall  Street  now  expects. 

Chief   Executive   Glass   has  o\ 
come  many  a  hurdle  before  in  his| 
years  at  Wal-Mart.  He  says  that 
company  has  done  well  so  far  in 
ceries,  which,  he  suggests,  "is  not  l 
different  from  the  general  merchj 
disc  business."  He  has  his  work 
out  for  him.  ■ 
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The  Story  of  the  U.S.  Census,  1790-1990 

A  three-part  series 
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MassMutual 


November  1989 


Dear  Reader: 

As  president  and  chief  executive  officer  of  MassMutual,  I  am  proud  to  lend  our  company's  sponsorship 
to  this  timely  and  informative  special  section.  As  the  1980's  draw  to  a  close,  it  is  time  once  again  to  take 
stock  of  the  changes  that  have  quietly  redefined  the  ever-dynamic  society  in  which  we  live. 

Of  course,  the  decennial  U.S.  Census  is  our  primary  tool  for  quantifying  these  changes.  It  counts  us, 
monitors  our  familial  status,  tracks  our  movements,  classifies  our  occupations,  assesses  our  wealth. 
Based  on  its  results,  we  redefine  our  political  representation  and  even,  perhaps,  our  national  psyche. 

We  in  the  life  insurance  business  rely  heavily  on  such  vital  statistics  and  on  actuarial  data  derived  from  it. 
The  national  Census  is  an  unparalleled  source  of  such  information,  providing  us  with  a  most  comprehen- 
sive picture  of  who  and  what  we  are,  where  we  are  headed,  and  from  whence  we  have  come.  And  as  the 
methodologies  employed  have  been  refined  over  the  course  of  the  Census'  200-year  history,  that  picture 
has  become  ever  more  detailed  and  precise. 

It  is  especially  important  for  a  mutual  life  insurer  such  as  MassMutual  to  know  as  much  as  possible 
about  the  composition  of  our  population  in  order  to  carry  out  the  important  function  of  helping  the  fam- 
ilies that  rely  on  us  to  minimize  their  financial  risks.  In  that  spirit,  we  have  recently  conducted  a  national 
survey  of  our  own  to  explore  the  beliefs  and  motivations  behind  some  of  the  trends  that  the  new  Census 
will  uncover.  Aimed  at  assessing  American  attitudes  toward  the  family,  its  role  in  our  society  and  the 
values  it  engenders,  the  poll  has  yielded  some  unexpected  and  fascinating  data  that  will  help  us  under- 
stand more  fully  the  needs  and  concerns  of  the  families  we  serve. 

Equipped  with  this  added  perspective,  we  at  MassMutual  eagerly  await  the  results  of  the  1990  Census  and 
the  opportunity  to  provide  a  special  insight  into  the  underlying  dynamics.  We  would  like  to  take  this 
opportunity  to  salute  the  efforts  of  those  about  to  embark  on  this  critical  and  momentous  undertaking. 

Sincerely, 


Thomas  B.  Wheeler 

President  &  Chief  Executive  Officer 


Massachm  '  ts  Mu  uul  Life  Insurance  Company  Springfield ,  MA  01  ill -0001  413  788-8411 


ran  une  in  a  series 


"If  we  could  first  know  where  we  are,  and  whither  we  are 
ending, "  said  Abraham  Lincoln,  "we  could  better  judge  what  to 
do,  and  how  to  do  it. "  For  two  hundred  years  the  United 
States  Census  has  been  trying  to  find  out. 


COUNTDOWN 


by  Gerald  Carson  and 
Bernard  A.  Weisberger 


i^e  are  250  million  strong,  and 
\^m  counting.  Counting  busily. 
W  Counting,  to  be  precise,  for 
enty-first  time.  In  the  final  stages  of 
ng  season  of  bicentennials — Inde- 
nce  in  1976,  the  Constitution  in 
the  Congress  and  the  Presidency  in 
—we  are  approaching  the  200th 
ay  of  the  census  of  1790.  And  a 
entury  begins. 

can't  isolate  a  precise  moment  in 
or  this  birthday,  an  exact  date  to 
or  fireworks.  But  fireworks  there  will 
the  floor  of  Congress,  in  the  press, 
the  courts.  Already  a  coalition  of 
nd  municipal  governments  and  civ- 
civil  rights  groups  has  taken  the 
>  Bureau  before  a  federal  judge  and 
it  to  agree  to  an  extra  sampling 
sriext  year's  official  count  is  over.  The 
p  e  will  be  to  correct  mistakes,  espe- 
llljndercounts  of  urban  populations. 
t';  not  surprising  that  the   issue   is 
i  The  census  is  much  more  than  a 
*ig  and  sifting  of  numbers.   It's  a 
a^c  portrait  of  the  United  States,  of 
o'-  s  in  all  our  variety  and  contrariety, 
J     have  always  based  a  multitude  of 
H  ns  for  the  next  decade  on  what  it 
H .  Consider  for  a  moment  the  urgent 
}<jlemographic  questions  that  require 
inver:  How  many  homeless  are  there? 


Philadelphians  vote  In  the  1814 
elections.  The  census  provides  data  to 
establish  congressional  districts. 

How  many  illegal  immigrants?  How  many 
poor,  how  many  old,  how  many  literate? 
How  big  is  our  industrial  base?  Where  do 
most  of  us  work  and  at  what?  Where  do  we 
live? 

Then  reflect  on  how  these  queries  trans- 
late into  policy  issues.  How  much  housing 
do  we  need  to  build?  How  many  schools? 
How  many  hospitals  and  clinics?  How 
many  day-care  centers?  How  big  is  our 


manpower  pool  for  military  needs? 

Finally,  let's  embody  these  concrete 
questions  in  the  grand  abstractions  of  edi- 
torial writers,  scholars,  and  candidates. 
Are  we  in  a  "decline"?  Does  capitalism 
"work"?  How  has  our  society  been  rede- 
fined by  revolutions  in  communications, 
new  forms  of  economic  organization,  new 
peoples,  and  new  ideas?  The  information 
the  census  gets  is  at  the  very  core  of  the 
debates  we'll  carry  into  the  twenty-first 
century  about  our  society's  needs,  prom- 
ises, successes,  and  places  that  need 
mending.  It's  a  basic  tool  of  self-govern- 
ment. 

The  census  is  also  essential  for  private 
economic  planning.  Behind  the  army  of 
social  scientists  waiting  with  sharpened 
pencils  for  the  results  are  business  plan- 
ners who  need  to  know  who  needs  what, 
when,  where,  and  in  what  quantities.  That 
mighty  abstraction,  the  "marketplace,"  is 
also  tuned  in  to  the  numbers.  With  so 
much  riding  on  the  figures,  is  it  any  won- 
der that  we  will  argue  not  only  over  what 
they  mean  but  even  over  what  they  are?  No 
counting  system  is  perfect.  Knowledge  of 
this  imperfection  in  no  way  demeans  the 
Bureau  of  the  Census.  Actually  it  is  ex- 
traordinary that  we  have  the  machinery  to 
count  a  populace  as  huge  as  ours  and 
especially  one  that  is  free  to  move  around 


M Larson  and  Bernard  A.  Weisberger  are  longtime  contributing  editors  of  American  Heritage.  Portions  of  this  article  are  based  on 
Q  son's  "The  Great  Enumeration,"  originally  published  in  the  December  1979  issue  of  American  Heritage. 
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L  promise  to  keep  a  long  stay  in  tbe  bospital  Arom  becoming  a  iinancial  injury. 


k.  promise  to  make  concern  for  tbeir  loved  ones  go  beyond  "How's  tbe  family?" 


4.  promise  tbat  tbe  end  or  a  career  won't  be  tbe  end  or  a  comfortable  lifestyle. 


When  the  people  who  work  for  you  give  so  much,  they're  keeping  a  promise.  That's  why  it's 
ortant  for  you  to  keep  your  promises  to  them.  We  can  help.  wyy 

MassMutual 

MchusaisMu.uaiueinsu.anae co  spungbeid  MAonu  We  help  you  keep  your  promises. 


so  much  and  is  still  so  relatively  undocu- 
mented. 

What  is  not  extraordinary  at  all  is 
the  intensity  with  which  we 
quarrel  over  the  results.  We 
have  to.  It's  meant  to  be  that  way.  The 
census,  like  everything  else  in  American 
life,  has  gotten  bigger  in  two  centuries — 
asked  more  questions  as  it  became  more 
scientific  (or  more  snoopy,  according  to 
some)  and  mobilized  an  ever  bigger  and 
costlier  work  force  to  do  its  job.  But  from 
the  beginning  it  has  had  an  avowed,  legiti- 
mate, political  mission,  set  forth  right  in 
the  Constitution. 

Statistics  as  an  instrument  for  ensuring 
political  equality  are  embedded  in  the 
United  States  Constitution,  which  re- 
quires that  political  power  be  apportioned 
according  to  population.  That  is  the  pri- 
mary historical  and  legal  reason  we  count 
ourselves  every  decade. 

In  England's  American  colonies,  minis- 
ters, sextons,  and  elders  kept  church  rec- 
ords that  provided  the  heavenly  demo- 
graphic record  of  the  elect  and  the 
damned.  Though  no  official  government 
enumeration  of  the  colonies  as  a  whole 
was  ever  undertaken,  thirty-eight  census- 
es of  individual  colonies  were  taken;  the 
value  of  the  compiled  information  varied 
greatly. 

It  is  the  special  distinction  of  the  Unit- 
ed States  census  that  it  is  regarded  as 
being  the  first  in  modern  times  to  conduct 
a  periodic  enumeration  of  the  people  and 
to  be  strictly  uniform  in  its  recurrence. 
But  our  census  did  not  arise  primarily 
from  a  sudden  appreciation  of  its  useful- 
ness in  the  gathering  of  social  statistics 
and  economic  information  to  guide  public 
and  private  decision  makers.  It  was,  rath- 
er, the  result  of  a  masterly  compromise, 
one  of  the  great  political  achievements  in 
our  history.  Because  of  it,  delegates  to  the 
Constitutional  Convention  of  1787  were 
able  to  complete  their  work  successfully. 

The  background  was  this:  Under  the 
weak  Articles  of  Confederation  the  debts 
incurred  by  the  central  government  for  the 
common  defense  during  the  Revolutionary 
War  were  to  be  charged  to  the  states  in 
proportion  to  the  value  of  the  states'  sur- 
veyed land,  not  their  population.  Congress 
consisted  of  a  single  house,  each  state 
having  one  vote.  Congress  could  apportion 
the  tax  burden,  but  each  state  retained 
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the  authority  to  levy  and  collect  its  share. 
This  meant,  in  effect,  that  payment  was 
voluntary;  the  United  States  could  beg  but 
not  command  it. 

The  adoption  of  the  Constitution 
changed  all  that,  but  only  after  a  monu- 
mental battle  among  the  big  states,  which 
wanted  representation  in  Congress  to  be 
determined  by  population;  the  small 
states,  which  wanted  to  retain  the  one- 
state,  one-vote  principle;  and  the  South- 
ern states,  which  wanted  to  include 
slaves,  whom  the  slaveowners  regarded  as 
people  when  they  were  thinking  about 
their  states'  representation  in  Congress 
but  as  property  when  they  thought  about 
taxation  based  upon  population. 

In  the  end  the  delegates  worked  out  an 
ingenious  solution  that  made  the  Consti- 
tution finally  acceptable  to  all.  It  called 
for  a  census  to  be  taken  within  three  years 
and  every  subsequent  ten  years  and  for  a 
Congress  to  consist  of  two  branches:  the 
Senate,  where  all  states  were  represented 
equally,  and  the  House  of  Representa- 
tives, where  the  populous  states  would 
have  the  greatest  vote.  In  a  concession  to 
the  Southern  states,  they  were  permitted 
to  add  to  the  number  of  free  persons 
"three-fifths  of  all  other  Persons,"  mean- 
ing their  slaves,  for  representation  in  the 
House. 

In  accordance  with  the  constitutional 
requirement,  the  First  Congress  at  its  sec- 
ond session  enacted  a  law  governing  the 


census.  It  was  approved  on  Marchl 
1790,  and  within  a  year  after  Gee 
Washington  became  President  the  I 
enumeration  was  made.  The  work  I 
done  by  the  United  States  marshals  of| 
several  judicial  districts  with  assistant! 
their  choice,  under  the  supervision  off 
Secretary  of  State,  Thomas  Jefferf 
There  were  no  standardized  quest) 
naires,  or  schedules,  as  they  are  callej 
census  parlance  today,  and  the  a <i 
tants,  who  were  paid  a  pittance,  hai 
provide  their  own  pens  and  paper.  (Inlj 
no  printed  schedules  were  furnished  i( 
the  census  of  1830.) 

Though  there  were  only  six  simple  qi 
tions  to  be  asked,  the  task  was  diffl 
because  of  poor  transportation,  uncel 
boundaries,  and  a  scattered  populal 
The  people  were  suspicious,  like  ta>| 
ers  from  time  immemorial,  and  were^ 
sistently  underreported.  Some  had  rl 
been  counted   before,   and  those  I 
Christians  who  followed  the  Bible  i 
light  to  their  feet  feared  any  counting 
evaded  the  marshals  and  their  aides  4 
they  could.  For  they  remembered  a 
unpleasant  account  in  the  Old  Testaj 
of  the  sin  of  King  David,  who  incurrej 
wrath  of  Heaven  when  he  had  his  cap 
number  the  children  of  Israel  and 
down  a  pestilence  upon  them.  The  i 
census  took  eighteen  months  to  con 
and  produced  a  head  count  of  3,92? 
Americans.  The  public,  expecting  a| 


An  1850  census  marshal  counts  heads  In  the  field  In  this  Francis  William  Eo  I 
painting.  The  figures  will  be  sent  to  Washington  for  central  tabulation. 


4,000,000,  was  disappointed,  and 

tas  anxiety  about  the  political  effect 

.   But   President  Washington   ex- 

i  the  difficulties  in  detail  and  gave 

nee  that  "our  real  numbers  will  ex- 

jreatly,  the  official  returns." 

;rrors  and  all,  the  census  was  soon 

a  I  itself  as  a  matchless  device  for 

ehending  the  drift  of  American  his- 

or  the  first  seventy  years  of  our 

il  existence  (to  1860)  we  were  an 

ling  frontier  republic  with  a  loose 

structure  and  a  cruelly  indigestible 

problem.  In  the  ensuing  seventy 

to  1930)  we  became  a  politically 

nation  and  a  land  of  cities,  fac- 

and  immigrants.  And  in  the  last 

ars  the  impact  of  depression,  world 

Id  war,  and  multiple  technological 

;Ttmunications  revolutions  changed 

:  better  or  worse,  into  citizens  of 

;  one  neighborhood  in  the  global 

A  glance  at  the  census  returns 

lirty  or  forty  years  (highlighted  in 

:hroughout  this  story)  brings  into 

lis  pattern  of  change. 

le  original  law  mandating  the  cen- 
sus  was    continued    with    minor 
changes  until   1850.   Faced  with 
isibility  of  war  with  Great  Britain, 
jis  in  1810  added  an  inventory  of 
ucturers  to  measure  the  industrial 
fy  of  the  country  and  its  ability  to 
!  ar  or  compete  for  new  markets, 
yestions  aiming  to  get  at  the  re- 
of  the  nation,  both  human  and 
,  were  asked  in  1840.  The  enu- 
n  was  still  carried  out  on  a  part- 
sis  by  the  U.S.  marshals,  and  the 
tion  collected  continued  to  be,  as 
s  had  been,  open  to  the  public, 
product  was  heavily  criticized  for 

;wer  to  the  complaints,  under  the 
nsus  law  Congress  provided  that 
3  from  the  field  must  be  sent  to 
;ton  to  be  centrally  tabulated 
urther,  instead  of  counting  only 
d  of  the  family — the  traditional 
—each  family  member  would  be 
1  separately,  making  possible 
Dhisticated  analysis  and  cross  tab- 
This  has  been  called  the  most 
it  change  in  census  history, 
fcjinth  census,  taken  in  1870,  suf- 
1^  m  the  disruptions  of  Civil  War,  the 
zation  of  the  government  in  the 


1820:  A  Frontier  Nation 

The  1820  census  showed  a  nation  moving  west.  We  were,  in  the  words  of 
John  C.  Calhoun,  "rapidly — I  was  about  to  say  fearfully — growing." 
Calhoun  feared  for  the  future  of  the  slaveholding  South  in  a  growing 
country,  but  his  anxiety  was  shared  by  politicians  of  all  the  original  thirteen  states 
of  the  Atlantic  seaboard.  In  the  thirty  years  since  the  first  census,  the  population 
had  gone  from  just  under  4,000,000  to  approximately  9,600,000 — an  astonish- 
ing growth  of  perhaps  35  percent  per  decade.  The  nation's  boundaries  had 
stretched  to  take  in  Florida  and  the  Louisiana  Territory,  which  reached  all  the  way 
to  the  Rockies.  Nine  states — eight  of  them  Western — had  entered  the  Union 
under  the  liberal  terms  of  the  Ordinance  of  1787,  which  guaranteed  complete 
equality  to  the  new  states.  Back  in  1787  Gouverneur  Morris,  at  the  Constitutional 
Convention,  thought  that  a  bad  idea.  The  "busy  haunts  of  men,"  he  said,  "are  the 
proper  schools  of  political  talents."  But  now  there  were  almost  as  many  states 
West  of  the  Appalachians  as  east  of  them.  In  eight  more  years  the  West  would 
elect  its  favorite  son,  Andrew  Jackson,  to  the  Presidency.  In  another  twenty, 
Western  senators  would  outnumber  those  from  the  East,  and  after  1860  Western 
members  would  also  dominate  the  House. 

Most  of  the  population  growth  was  due  to  natural  increase.  Only  some  8,300 
immigrants  arrived  in  1820,  mainly  from  the  British  Isles.  The  population  was 
overwhelmingly  rural;  only  690,000  lived  in  "urban  places,"  of  which  there  were 
sixty — forty-eight  of  them  with  fewer  than  10,000  people.  Most  of  the  other 
9,000,000  lived  and  worked  on  farms.  Of  those  "farm  workers,"  about 
1,500,000  were  black  slaves. 

The  westward  surge  was  good  for  a  basic  federal  business:  selling  land  from  the 
public  domain.  As  many  as  814,000  acres  of  it  were  bought  in  1820  alone. 
Questions  swirled  around  those  land  sales  and  would  shadow  political  debate  for 
another  thirty  years.  Should  the  land  be  sold  cheaply,  to  encourage  more 
westward  migration,  or  should  the  brakes  be  put  on?  And  who  should  pay  to  build 
the  roads  and  canals  (and,  after  the  mid-1830s,  the  railroads)  that  would  be 
necessary  to  develop  the  West  and  make  it  pay?  Should  there  be  a  role  for  the 
federal  government?  If  so,  how  big  and  how  much? 

The  answers  changed  with  swings  of  the  political  pendulum,  but  there  was 
simply  no  question  on  the  basis  of  the  census  figures  that  the  frontier  had  become 
one  of  the  great  shaping  forces,  if  not  the  dominant  element  in  making  America 
American  during  the  first  half  of  the  nineteenth  century.  We  were  a  scattered  folk, 
flinging  ourselves  upon  the  land  resources  of  the  continent,  as  Henry  Adams  later 
said,  with  the  energy  of  the  beavers  we  were  displacing. 


South,  and  the  adjustment  to  the  new 
status  of  blacks  under  the  Fourteenth 
Amendment  (this  was  the  first  American 
census  that  contained  no  questions  about 
slaves).  Spoilsmen  controlled  the  work  of 
taking  the  census  in  1870;  the  U.S.  mar- 
shals looked  upon  the  census  as  an  oppor- 
tunity to  distribute  the  offices  to  deserving 
henchmen,  each  of  whom  was  instructed 
to  "provide  himself  with  a  secure  portable 
inkstand,  good  ink,  and  a  sufficient  num- 
ber of  pens.  All  entries  will  be  carefully 
dried  with  the  blotting  paper  which  ac- 
companies each  portfolio."  The  entire 
force  of  enumerators  was  taken  from  the 


Republican  party  and  included  some  who 
could  not  read  or  write.  The  able  superin- 
tendent of  the  census,  Francis  Amasa 
Walker,  had  no  control  over  the  marshals 
or  the  quality  of  their  work  and  was  among 
the  most  severe  critics  of  the  census  he 
headed.  There  were  newspaper  attacks, 
too,  arguing  that  the  census  should  be 
confined  to  its  narrow  constitutional  func- 
tion, but  Walker  insisted,  "What  the  coun- 
try needs  is  more  information,  not  less." 

Next  issue:  The  nation  grows  and  diversi- 
fies from  1880  to  1970,  and  the  census 
expands  to  keep  track. 
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A  promise  to  attend  recitals,  late  meetings  notwithstanding. 


A  promise  not  to  snow  up  when  you're  with  your  rriends  at  the  mall. 


A  promise  to  keep  it  all  sare  no  matter  what. 


Nothing  binds  us  one  to  the  other  like  a  promise  kept.  Nothing  divides  us  like  a  promise  broken.  At  MassMutual  we  beli' 
in  keeping  our  promises    I  Mat  way,  all  the  families  that  rely  on  us  can  keep  tbeirs.    k»kK ■ 
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euters,  the  proud  old  British  news  agency,  is  becoming  a  new 
reed  of  electronic  media  power:  more  than  a  publisher,  almost  a 
yoker.  And  a  major  threat  to  life  as  Wall  Street  knows  it. 

Welcome  to  Hauppauge, 

the  world's  next 

financial  capital 


I 


ne  day  in  December,  Reuters 
Holdings  Pic.  intends  to  plug  a 


By  John  Harcom  Jr. 


powerful  new  computer  in  Hauppauge,  N.Y.  into  its 
ady  vast  communications  system.  In  a  matter  of  see- 
ls, the  Digital  Equipment  machine  will  be  able  to  scan 
s  and  offers  for  major  currencies  from  traders  around 
globe,  match  and  execute  the  appropriate  transactions 
I  flash  the  results  to  Reuters  terminals  around  the 
rid.  The  system,  called  Dealing  2000,  will  do  what 
nan  beings — currency  brokers — now  do,  only  quicker 
I  cheaper. 
I)ne  small  step  for  Reuters,  almost  certainly  one  giant 


leap  for  the  world's  financial  markets. 

The  idea  of  an  all-electronic  exchange 

has  been  kicked  around  for  years,  and  there  have  been 
more  than  a  few  false  starts.  But  this  time  all  systems 
seem  to  be  go,  because  for  the  first  time  there  is  a  sponsor 
with  (a)  the  customer  base,  (b)  the  technical  and  financial 
muscle  and  (c)  the  nerve  to  make  it  happen. 

Not  long  ago  Reuters  was  a  poor  but  proud  ward  of  the 
British  newspaper  industry,  beset  like  the  rest  of  Fleet 
Street  by  lousy  labor  relations  and  lazy  management.  No 
more.  Reuters  has  turned  itself  into  nothing  less  than  the 
world's  leading  supplier  of  computerized  information,  out 


titers  Managing  Director  and  Chief  Executive  Glen  Renfrew 

'e  were  committed  to  international  operations,  while  other  people  all  started,  from  national  bases 


ljn  Bradshaw/Kalz  Woodfin  Camp 
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rtiennas  <u  Reuters  mission  control,  Hauppauge,  Long  Island 
Connecting  more  than  170,000  terminals  in  120  countries  from  Albania  to  Zambia. 
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Reuters'  race  with  Dow  Jones 


Exploding  electronic  markets  have  enriched  both  Reu-  past  its  American  rival  in  total  revenues  (assuming 

ters  and  Dow  Jones,  which  has  included  Telerate  in  its  £1  =  $1.60)  and  is  gaining  impressively  in  operating 

results  since  1987.  But  Dow  Jones'  usually  lucrative  income,  as  well.  Reuters'  stock  price,  in  the  form  of 

newspapers  have  suffered.  So  last  year  Reuters  edged  adrs,  reflects  its  strategic  stamina. 


Total  revenues  isbiiiionsi 


$1.8 


'84  '85         '86  '87  '88 


Operating  income  ismiiiionsi 


'84  '85         '86  '87  '88 
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ront  in  a  business  where  the  prospects  seem  as  bound- 
as  the  future  of  the  microchip. 

le  base  of  the  British  company's  power  is  the  Reuter 
nitor,  now  the  bible  of  the  world  money  market.  Trad- 
money  managers  and  bankers  in  120  countries  depend 
lie  service.  And  since  currency  trading  has  doubled  in 
ast  three  years,  to  well  over  half  a  trillion  dollars  a  day, 
has  been  very,  very  good  for  Reuters. 
Monitor  terminal — there  are  more  than  170,000  in 
'ice,  triple  the  number  on  traders'  desks  just  five  years 
works  much  like  the  Quotron  machine  at  your 
kbroker's  office.   Except  Monitor  delivers  a  vastly 
ider  assortment  of  information:  73,000  "pages"  of  con- 
ally  updated  financial  news,  prices  and  statistics. 
re  are  money  market  rates  from  60  national  money 
kets,  and  quotes  for  120  currencies,  from  the  Algerian 
ir  to  the  Zimbabwean  dollar.  In  Europe,  Reuters  says, 
icribers  key  "fxfx"  175,000  times  a  day,  summoning  a 
;ial  page  that,  second  by  second,  tracks  the  action  in 
currency,  gold,  Eurodollar  and  U.S.  Treasury  markets, 
euters  says  it  runs  the  world's  largest  private  commu- 
nications network.  More  than  470  private  lines  con- 
customers  to  its  three  main  computer  centers  (Hong 
g,  London  and  Hauppauge).  In  North  America  and 
e  other  parts  of  the  world,  Reuters  is  just  beginning  to 
high-powered  satellites  in  fixed  orbits  to  zap  prices  to 
U-dish  antennas.  It  intends  to  install  new  dishes  at 
0  U.S.  client  sites  next  year,  helping  lower  communi- 
)ns  costs  significantly. 

le  result  is  that  during  the  1980s  Reuters'  revenues 
•  grown  tenfold,  last  year  topping  (at  the  pound's 
at  rate  of  $1.60)  $1.6  billion.  Despite  heavy  capital 
ding  and  a  series  of  acquisitions,  debt  is  negligible. 
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Employee  head  count  has  increased  from  2,900  to  10,000. 
In  1980  Reuters  made  about  $3  million.  Net  in  1988: 
around  $200  million. 

Reuters  stock  (actively  traded  on  Nasdaq)  became  a 
global  glamour  issue  in  a  1984  offering.  It  opened  at  an 
adjusted  $8.25  per  American  Depositary  Share  and  has 
since  jumped  to  around  $46,  about  22  times  this  year's 
estimated  earnings,  versus  typical  media-industry  multi- 
ples of  about  19.  The  company's  market  value,  over  $6 
billion,  has  rocketed  past  that  of  its  strongest  American 
rival,  Dow  Jones  &  Co.  (recently  about  $3.6  billion). 

Today  the  British  company  stands  out  in  a  business 
where  many  seemingly  more  powerful  companies  have 
stumbled.  International  Business  Machines  Corp.  and 
Merrill  Lynch  &  Co.,  for  example,  in  1984  launched  Inter- 
national MarketNet,  aiming  to  knock  Quotron  off  brokers' 
desks  with  razzle-dazzle  technology.  They  found  few  tak- 
ers, and  shut  down  the  venture  three  years  later  amid 
criticism  that  its  service  was  overly  complicated  and  ex- 
pensive. Citicorp  and  McGraw-Hill  Inc.  in  1985  formed 
Global  Electronic  Markets  Co.,  aiming  to  be  the  Reuters  of 
oil  trading.  But  oil  traders  didn't  take  to  the  notion,  then 
oil  prices  went  south  and  the  venture  folded  after  a  year. 

Reuters'  nerve  these  days  comes  in  large  measure  from 
Managing  Director  Glen  Renfrew,  61,  an  Australian  who 
took  charge  in  1981  and  makes  no  bones  about  his  deter- 
mination to  keep  Reuters  in  front.  Competitors?  "If 
they've  had  any  effect,  it  must  have  been  to  get  us  a  lot 
more  business  very  quickly,"  he  says. 

Renfrew  signed  up  to  be  a  Reuters  correspondent  after 
graduating  from  Sydney  University.  He  trained  in  London, 
then  was  the  Reuters  man  in  Singapore,  South  Africa,  the 
U.S.  and  Belgium.  In  1964,  Reuters,  losing  money,  became 
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A  Reuters  newsroom  well  before  foe  dawning  of  foe  computer  age 
Then,  as  now,  the  premium  was  on  accuracy  and  speed. 


European  agent  for  Stockmaster,  a  primitive  stock-quota- 
tion terminal  service.  Renfrew  took  charge  of  the  agency's 
infant  computer  operations.  Stockmaster  "opened  my 
eyes,"  he  says,  to  how  computers  could  distribute  market 
prices  and  related  data  instantly  and  widely.  The  search 
was  on  for  more  financial  information  to  sell. 

Reuters  rolled  out  Monitor  in  1973,  two  years  after  the 
demise  of  the  Bretton  Woods  system  for  fixing  ex- 
change rates.  It  was  the  right  product  at  the  right  time.  The 
widely  scattered  market  needed  some  way  of  posting 
prices.  Banks  and  other  players  handed  their  data  to  Reu- 
ters, then  turned  around  and  paid  to  subscribe.  "Reuters 
invented  this  wonderful  system — you  give  away  your  in- 
ventory to  them,  and  they  sell  it  back  to  you,"  says  Walter 
Wnston,  the  former  chairman  of  Citicorp,  who  now  sits  on 
the  Reuters  board.  "That's  tough  to  beat  economically." 

Reuters  reporters  at  first  worried  that  Monitor's  growth 
would  compromise  the  news  agency.  But  Monitor  needed 
all  the  scoops  the  scribes  could  dig  up  to  feed  its  appetite 
for  market-moving  headlines.  Currently  Reuters  employs 
1,200  journalists,  nearly  double  the  1984  level.  But  it 
wants  accuracy  and  speed,  not  depth.  A  reporter  covering 
the  Fed  can  look  forward  to  a  dressing  down  for  being  25 
seconds  behind  Dow  Jones,  for  instance,  with  a  story  on 
Chairman  Greenspan's  latest  pronouncements. 

The  phenomenal  growth  of  the  foreign-exchange  market 
(see  Forbes,  Aug.  22.  1988),  hand-in-hand  with  Reuters' 
ability  to  flash  information  to  the  most  remote  capitals, 
has  raised  crucial  issues  that  the  rest  of  the  world's  finan- 
cial markets  arc  only  beginning  to  come  to  grips  with. 
Atu  all,  with  ubiquitous  computers  and  fiber-optic  data 
pipelines,  who  needs  the  grand  marble  halls  and  old-boy 


networks  of  a  stock  exchange?  If  one  country  imposej 
onerous  taxes  or  annoying  trading  restrictions,  in  th<| 
global  electronic  market  the  players  just  transact  theii 
business  in  a  country  that  is  more  simpatico.  And  eleq 
tronic  markets  diminish  the  influence  and  control  of  an-; 
one  player — specialists  at  the  stock  exchange,  for  exampltj 
or  central  bankers  in  the  currency  markets. 

Late  last  month,  central  bankers  launched  yet  anothc 
putsch  on  a  strengthening  U.S.  dollar.  The  more  often  the 
try,  the  less  they  succeed.  "The  central  banks  and  th 
governments  have  lost  control  of  the  value  of  their  currer 
cies,"  Wriston  says.  "The  world  now  operates  on  th 
information  standard,  which  has  replaced  Bretton  Wood 
and  the  gold  standard.  When  the  President  goes  out  in  th 
Rose  Garden  and  says  something,  over  200,000  screen  i 
light  up  in  the  trading  rooms  of  the  world." 

When  a  Reuters  screen  lights  up  nowadays — if  it's  one  c 
the  company's  latest  models — the  dealer  gets  a  full-cole 
show  with  news  headlines  and  market  quotes  highlighte;  j 
in  different  windows  on  the  screen.  Until  this  year,  Rei 
ters  made  its  own  terminals,  but  now  finds  it  much  cheaj 
er  to  adapt  ordinary  terminals  and  personal  computei 
from  Intel  and  other  suppliers.  Personal  computers  als 
make  nifty  new  tricks  possible,  allowing  subscribers,  h 
instance,  to  easily  insert  Reuters  data  into  their  own  wort 

Reuters  followed  Monitor  in  1981  with  Dealing,  th  J 
service  that  actually  allows  subscribers  to  use  Reutei 
terminals  and  communications  to  execute  foreign-e: 
change  trades.  Dealing  offers  speedier,  more  reliable  coi 
nections  than  telex  or  phone  lines — important,  since  cu 
rency  price  shifts  that  used  to  take  days  now  happen  i 
seconds.  With  the  latest  version,  Dealing  2000,  dealers  ca 
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John  Hull,  New  York-based  executive  i  ice  president 

"Those  exchanges  that  don't  adapt  are  not  going  to  be  survivors.' 


;ach  out  and  touch  four  parties  at  once,  something  that's 

luch  harder  to  manage  over  the  phone.  In  the  U.S., 

>ealing  2000  costs  $5,400  a  month  for  the  first  terminal; 

le  Monitor  international  money  service  costs  $1,800  a 

lonth  for  the  first  terminal  at  a  site. 

Reuters  says  that  in  recent  months  its  10,700  Dealing 

:rminals  have  generated  more  than  a  million  "conversa- 

ons"  a  week.  The  contents  are  confidential,  but  manag- 

's  guess  that  40%  of  the  world's  spot  trades  are  conducted 

/er  the  service.  And  now,  the  advent  of  what's  known  as 

itomated  matching,  when  the  new  service  goes  "live"  in 

ecember,  promises  a  new  source  of  fees  from  these 

ansactions,  sustaining  growth  just  when  Reuters  is  run- 

ng  out  of  new  countries  to  connect. 

Certainly,  Reuters  seems  to  have  the  technical  ground 

ivered.  The  two  Digital  vax  computers — one  serves  as  a 

ickup — at  the  Dealing  network's  heart  are  designed  to  be 

>werful  enough  to  keep  track  of  every  customer's  credit 

nit,  even  as  it  matches  bids  and  offers.  Response  time, 

outers  guarantees,  is  three  seconds  or  less. 

1  The  challenge  now:  to  attract  a  critical  mass  of  users  to 

ake  the  service  succeed.  Reuters  says  its  system  will 

elude  the  top  ten  banks  in  each  major  currency.  By  the 

d  of  December  Reuters  expects  to  have  converted  750  of 

10,700  Dealing  terminals  to  the  upgraded  Dealing  2000 

rvice,  and  the  eventual  goal  is  to  switch  all  its  users  over. 

ill  they  use  it?  The  savings  will  be  tempting.  A  broker 

oically  charges  both  parties  a  sliding  commission — say, 

0  to  $75  each  for  a  $5  million  trade.  Reuters'  fee  will  be  a 

t  $25,  paid  only  by  the  side  that  initiates  the  deal. 

M\  of  this  reflects  a  careful  calculation  that  any  damage 

the  brokers  will  be  more  than  made  up  for  by  benefits  to 
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other  participants  in  the  market.  More  trading,  more  li- 
quidity, and  more  potential  profit  for  all.  The  Reuters 
pitch:  Give  us  your  no-brainers  and  get  on  with  the  more 
complicated  negotiations.  "We're  not  treading  on  any- 
body's toes,"  Renfrew  maintains.  Brokers  aren't  so  sure. 
"It's  a  big  pie,  but  the  broker's  stake  may  be  getting  to  be 
less  of  it,"  says  a  London  dealer.  "At  the  end  of  the  day, 
who  knows?" 

The  more  actual  trading  Reuters  can  capture,  the  more 
valuable  becomes  the  by-product:  real,  100% -reliable 
prices,  rather  than  prices  contributed  by  subscribers.  For 
the  first  time,  Reuters — and  Reuters  alone — should  be  able 
to  produce  the  foreign  exchange  market's  equivalent  of  a 
ticker.  "The  only  piece  of  information  that's  worth  a 
damn,"  says  John  Hull,  the  Reuters  executive  vice  presi- 
dent overseeing  the  Dealing  product,  "is  the  price  at  which 
somebody  can  trade." 

What  Reuters  does  in  foreign  exchange,  it  would  like  to 
do  in  other  markets.  In  theory,  machines  are  more 
efficient,  and  more  honest,  than  humans  in  trading  pits. 
"As  far  as  we  can  tell,"  says  Renfrew,  "the  authorities  in 
all  of  these  markets  think  automated-trading  systems  are 
the  least  likely  to  create  a  home  for  crooks." 

Reuters,  spreading  the  electronic  gospel,  is  intensively 
scouting  for  software,  data  and  equipment  companies  to 
round  out  its  market  coverage.  In  1987,  Reuters  took  over 
Instinet  Corp.,  operator  of  an  electronic  service  for  trading 
U.S.  and  U.K.  stocks  among  big  investors.  The  1 1  million 
shares  traded  daily  in  September  on  Instinet  set  a  record, 
though  its  volume  is  still  dwarfed  by  the  big  exchanges, 
which  may  trade  a  few  hundred  million  shares  a  day. 

Some  established  exchanges — notably  the  New  York 
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Stock  Exchange — seem  adamantly  anticomputer.  Reuters 
disavows  any  master  plan  to  make  Reuters  the  exchange, 
but  at  the  same  time  points  out  that  none  of  the  world's 
exchanges  can  afford  by  itself  to  match  Reuters'  spending 
on  computers  and  communications.  "How  much  can  you 
afford  to  invest  for  one  national  market?"  asks  Renfrew. 

An  all-Reuters  world?  It  sounds  plausible,  and  neat,  like 
the  Bell  System  some  remember  so  fondly.  But  that  proba- 
bly won't  happen.  Customers  are  rapidly  learning  how  to 
take  what  they  want  from  Reuters  and  marry  it  with  other 
data  sources  in  their  own  computer  systems.  "I  don't  see  a 
natural  monopoly  of  one,"  says  Wriston.  "The  market 
moves  too  fast.  There  are  too  many  people  out  there." 

Especially  in  America.  For  all  the  talk  of  globalization, 
few  Americans  yet  need  quotes  on  the  Algerian  dinar 
or  bank  deposits  in  Malaysia.  Reuters  is  happy  to  sell  them 
less  comprehensive,  less  expensive  services,  but  still 
makes  only  about  20%  of  its  revenue  in  the  New  World. 
That's  at  least  as  much  as  most  rivals  in  absolute  terms, 
but  Renfrew  readily  concedes  the  company  "has  a  long 
way  to  go." 

Meanwhile,  big  American  banks  and  brokers  are  waking 
up  to  the  threat.  Quotron,  which  Citicorp  bought  in  1986, 
is  expected  to  introduce  its  own  foreign-exchange  system, 
possibly  m  a  matter  of  weeks.  Reuters  says  it  has  had 
discussions  with  four  big  securities  concerns — Morgan 
Stanley;  Goldman,  Sachs;  Salomon;  and  Shearson  Lehman 
Hutton — which  are  trying  to  figure  out  how  they  can  get 


a  piece  of  the  growing  electronic  information  business. 

Reuters  is  pushing  on  several  additional  fronts.  By  the 
end  of  this  year  it  vows  to  offer  a  bond  market  system 
designed  to  counter  the  fancy  service  offered  by  Bloomberg 
Financial  Markets,  a  company  founded  by  ex-Salomon 
whiz  Michael  Bloomberg.  Its  equity-market  services  have 
won  at  least  one  big  broker  customer,  Prudential-Bache 
Securities,  and  Reuters  is  bullish  on  chances  for  a  new 
service  named  Equitron  to  take  on  Quotron. 

Quotron,  along  with  Automatic  Data  Processing  Inc., 
owns  the  equity  data  turf  much  as  Reuters  dominates  the 
international  foreign  exchange  market.  Similarly,  the  Dow 
Jones  "broadtape"  long  monopolized  U.S.  corporate  news. 
The  New  York  Stock  Exchange  didn't  even  recognize 
Reuters  as  a  means  of  disclosure  until  1968. 

But  Reuters,  in  America  often  posturing  as  the  scrappy 
outsider,  is  fighting  hard.  After  a  big  buildup  of  its  U.S. 
staff — Washington,  just  one  of  14  U.S.  bureaus,  has  grown 
from  22  to  55  staffers  since  1980 — the  Reuters  wire  is  a 
credible  competitor  to  Dow  Jones.  The  Reuters  byline  is 
showing  up  more  often  in  American  newspapers.  Lately, 
its  American  competitor's  usually  stellar  performance  has 
suffered  because  of  worrying  problems  in  advertising  and 
circulation  growth  at  its  flagship  Wall  Street  Journal  and  its 
financial  weekly,  Barron's  (see  chart,  p.  1451 

Still,  Dow  Jones  declines  to  butt  heads  in  public. 
"We're  not  one  to  talk  about  our  competitors,"  says 
Carl  M.  Valenti,  who  this  year  succeeded  William  Dunn  as 


The  soul  of  a  Reuters  machine 


Kluuts  Hoitmann 


The  agency's  founder,  Who  teas  made  Baron  von  Renter  in  1871 

A  flock  of  40  carrier  pigeons  flew  stock  prices  across  a  gap  in  Europe's  fledgling  telegraph  network 
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head  of  Dow  Jones'  electronic  information  operations. 

Now,  though,  Dow  Jones'  takeover  of  Telerate  Systems 
promises  to  draw  the  conservatively  run  company  into  the 
thick  of  a  costly,  high-risk  marketing  battle,  playing  Apple 
to  Reuters'  ibm.  Dow  Jones  last  month  bid  $576  million  for 
the  33%  of  Telerate  it  didn't  own;  success  would  make  its 
total  investment  in  Telerate  almost  $1.5  billion. 

Dow  Jones  says  it  will  leave  Telerate's  existing  manage- 
ment intact,  which  presumably  means  Neil  Hirsch,  Tele- 
rate's  founder  and  chief  executive,  will  stay.  It  also  has  to 
be  hoping  that  Telerate  can  maintain  its  effective  monopo- 
ly on  government  bond  data,  supplied  by  a  friendly  broker, 
Cantor  Fitzgerald.  The  arrangement  rankles  the  hell  out  of 
Reuters,  though  it  seems  fine  by  the  Fed  and  the  Treasury. 
"If  I  were  not  an  employee  [of  Reuters],  I  would  file  an 
antitrust  action  myself,"  declares  Hull,  who  worked  for 
Telerate  in  between  his  stints  at  Reuters. 

Telerate  has  charged  into  Reuters'  foreign  exchange 
business  with  some  success,  claiming  76,000  terminals 
around  the  world  to  Reuters'  177,000.  It  was  Telerate  that 
first  offered  the  scoreboard  of  quotes  covering  multiple 
sources  and  markets  on  a  single  page — emulated  by  Reu- 
ters for  its  fxfx  page.  Reuters'  own  success,  to  some 
extent,  provides  the  opening.  "People  in  the  marketplace 
fear  the  dominance  of  one  supplier,"  says  John  Jessop, 
Telerate  executive  vice  president  and  an  ex-Reuters  man. 

Telerate  this  year  is  hyping  a  technically  slick  alterna- 
tive to  the  Reuters  foreign  exchange  system,  developed 


and  marketed  by  a  joint  venture  with  American  Telephone 
&.  Telegraph.  Telerate  terminals  make  clever  use  of  touch- 
screen technology,  employing  an  easy-to-follow  trading 
procedure  that  somehow  seems  to  make  trading  more  of  a 
game  than  ever.  Reuters  harps  on  a  big  flaw:  Dealers  don't 
like  being  limited  to  prestructured  conversations.  In  a 
Telerate  world,  would  their  trade  in  bad  jokes  dry  up? 

Telerate  is  proceeding  cautiously  on  the  subject  of  auto- 
mated matching  of  offers.  Jessop  accuses  his  old  employer 
of  "arrogance."  Reuters  does  indeed  have  to  tread  careful- 
ly, and  not  just  in  America.  The  Japanese,  after  all,  have 
their  own  information  powerhouses,  and  have  sometimes 
slowed  the  British  company's  expansion  in  Japan. 

Consequently,  cooperation,  not  confrontation,  is  the 
theme  of  Reuters'  other  sexy  new  offering:  Globex. 
The  system  is  being  developed  together  with  the  Chicago 
Mercantile  Exchange,  using  the  same  approach,  and  much 
of  the  same  software,  as  Reuters'  own  Dealing  2000  sys- 
tem for  foreign  exchange  trading.  Globex  will  match  offers 
from  Europeans  and  Asians  for  Merc  futures  contracts 
while  Merc  members  sleep.  The  idea — for  now — is  that 
when  Merc  traders  get  to  work,  the  computers  take  a  rest. 
But  eventually,  Reuters  executives  acknowledge,  there's 
no  technical  reason  the  system  couldn't  run. all  day  long. 
Don't  underestimate  Reuters'  ambitions.  In  New  York, 
for  example,  Reuters'  Hull  sees  resistance  to  electronic 
trading  "breaking  down  rapidly."  He  warns:  "Those  ex- 
changes that  don't  adapt  are  not  going  to  be  survivors."  ■ 


Reuters'  founder  was  born  Israel 
Beer  Josaphat  in  1816  in  Kassel, 
now  part  of  West  Germany.  He  con- 
verted from  Judaism  to  Christianity 
as  a  young  adult,  and  changed  his 
name  to  Paul  Julius  Reuter.  He 
worked  in  banking,  then  in  publish- 
ing, then  in  financial  information. 

And  he  really  did  use  carrier  pi- 
geons. In  1850  he  used  a  flock  of  40 
to  fly  stock  prices  between  Brussels 
and  Aachen  across  a  gap  in  Europe's 
fledgling  telegraph  network.  The 
next  year  he  moved  to  London,  set- 
ting up  a  two-room  office  near  the 
stock  exchange.  The  first  cable  un- 
der the  English  Channel  was  com- 
pleted a  few  weeks  later.  The  first 
international  news  service  was  in 
business. 

In  1865  Reuters  beat  European 
competitors  by  a  full  two  days  with 
its  report  on  Abraham  Lincoln's  as- 
sassination. News  back  then  still 
traveled  across  the  Atlantic  by  ship. 
Over  the  years  Reuters  became 
known,  in  Britain  and  the  Common- 
wealth if  not  in  the  U.S.,  for  its  fast 
and  far-reaching  general  news  cover- 
age. The  lure  of  covering  exotic 
lands  attracted  many  of  the  best  and 
brightest  Oxbridge  grads,  who 
signed  up  with  what  was  considered 
'the  world's  largest  travel  agency." 


Reuters  gradually  evolved  into 
two  competitive  camps.  General 
news  journalists  worked  on  the 
fourth  floor  of  the  Fleet  Street  head- 
quarters. Two  floors  below,  the  fi- 
nancial service  ran  its  own  show. 
There  was  rivalry  and,  at  least  on  the 
fourth  floor,  the  disdain  for  profits 
that  was  characteristic  of  Britain's 
establishment. 

But  selling  financial  news  and 
data  remained  a  sideline  that  helped 
keep  its  general  news  service 
afloat — and  helped  justify  the  over- 
head of  maintaining  far-flung  bu- 
reaus. Reuters  correspondents  in  re- 
mote capitals  got  used  to  spending 
part  of  their  day  as  reporters,  the  rest 
as  managers  and  salesmen.  "In  those 
days  Reuters  couldn't  afford  for  peo- 
ple to  specialize,"  recalls  Glen  Ren- 
frew, managing  director  and  himself 
a  former  correspondent.  Conflicts  of 
interest,  certainly.  But  Reuters  also 
got  a  sales  network  no  competitor 
could  match. 

Early  on,  Renfrew  perceived  that 
the  increasingly  important  foreign- 
exchange  market  would  play  per- 
fectly to  the  agency's  strength,  its 
geographical  breadth.  "We  were  ev- 
erywhere, and  committed  to  inter- 
national operations,  while  other 
people  all  started  from  national  bas- 


es," he  says.  Today  Reuters  is  re- 
markably decentralized:  Its  head  of- 
fice is  still  in  Fleet  Street,  but  key 
groups  work  in  a  nondescript  sky- 
scraper in  midtown  Manhattan. 
Main  editing  tasks  are  divided 
among  London,  New  York  and 
Hong  Kong. 

News  is  still  the  core,  Renfrew 
insists,  although  "media  products," 
as  the  wire  service  and  related  opera- 
tions are  now  known,  accounted  for 
6%  of  1988  revenues.  Rivals  can  buy 
the  data,  and  they  can  buy  computer 
systems.  But  they  can't  buy  Reuters' 
reputation  for  accuracy  and  impar- 
tiality. Or  the  company  either,  for 
that  matter. 

Reuters'  by-laws  limit  any  one  in- 
vestor to  a  15%  stake.  Besides  Ru- 
pert Murdoch  and  other  newspaper 
moguls,  the  major  long-term  holder 
is  the  Abu  Dhabi  Investment  Au- 
thority. A  special  "founder's  share" 
is  held  by  a  separate  board  of  16 
trustees;  if  the  company's  indepen- 
dence and  integrity  seem  under 
threat,  the  share  can  outvote  all  the 
other  shares. 

"Untainted  information  as  quick- 
ly as  possible,"  Renfrew  says. 
"That's  the  soul  of  the  company, 
and  I  hope  it  lasts  that  way  for- 


ever. 


-J.M. 
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As  I  See  It 


A  respected  oil  expert  argues  that  our  rising 
dependence  on  foreign  oil  is  neither  desir- 
able nor  reason  to  panic. 

A  microchip  in 
hand  beats  oil 
in  the  ground 


By  Toni  Hack 


DEPRESSED  BY  low  prices,  U.S. 
crude  oil  production  is  down 
15%  from  its  1985  peak,  and 
still  falling.  Yet  U.S.  demand  has  con- 
tinued to  rise.  Imported  oil — much  of 
it  from  Middle  Eastern  countries  of 
questionable  stability — supplied  44% 
of  total  U.S.  demand  in  August,  up 
from  27%  in  1985.  Warns  Energy  Sec- 
retary James  D.  Watkins:  "Our  vul- 
nerability to  oil  supply  interruptions 
is  greater  today  than  it  was  at  the  time 
of  the  Arab  oil  embargo." 

Is  a  new  oil  crisis,  similar  to  those 
of  1973  and  1979,  in  the  making?  For 
some  answers,  we  talked  to  lohn 
Lichtblau,  the  Austrian-born  presi- 
dent of  the  Petroleum  Industry  Re- 
search Foundation,  Inc.  and  a  long- 
time observer  of  the  world  energy 
industry. 

Forms  Doesn't  it  hurt  the  I  S  economy 
to  import  so  mi  ah  oU? 
Lichtblau  I  don't  think  controlled  ac- 
cess to  raw  materials  is  the  key  to 
economic  progress.  It  used  to  be.  But 
that's  an  old  19th-century,  maybe  ear- 
ly 20th-century  concept.  Today  it's 
much  more  important  to  have  tech- 
nology and  access  to  scientific  discov- 
eries than  to  have  oil  m  the  ground. 

Look  at  the  Soviet  Union.  It's  the 
world's  largest  exporter  of  natural  gas 
and  second  largest  exporter  of  oil.  But 
it  has  a  very  weak  economy.  Japan,  on 
the  other  hand,  has  almost  zero  fossil 
fuel  resources,  yet  this  hasn't  prevent- 
ed Japan  from  becoming  the  fastest 
growing  industrialized  nation. 

Marty  people  are  starting  to  call  the  cur- 
rent level  of  dependence  on  imported  oil 
ituation 


PIRl  President  John  Lichtblau    K>" 
No  more  oil  embargoes. 

It's  not  a  desirable  situation,  but  we're 
not  approaching  a  crisis.  We  saw  the 
same  thing  in  the  1960s  and  early 
1970s.  In  the  last  25  years  we've  only 
seen  one  brief  period,  from  1978 
through  1985,  when  oil  imports  de- 
clined on  a  steady  basis.  So  increasing 
dependence  on  imported  oil  is  not  a 
trend  we  haven't  seen  before. 

It's  worth  noting  that  we're  not  in 
danger  any  more  than  Japan  or  Ger- 
many or  other  industrialized  nations. 
Japan  imports  all  its  oil.  Most  West- 
ern European  countries  import  65% 
to  90%.  They  all  manage  to  live  with 
it,  and  they  don't  feel  endangered. 

/n  1973  oil  prices  rose  in  response  to  tlv 

Arab  oil  embargo  in  1979  they  escalated 

further  uhen  the  Iranian  revolution 
caused  a  supply  disruption  Aren't  we 
once  again  hostage  to  Middle  Eastern 

instability 

I  don't  think  the  Arab  countries  will 


ever  again  declare  an  oil  embargo  foi 
political  reasons.  The  first  time,  ii 
didn't  work  at  all.  But  disruption  be 
cause  of  war,  revolution  or  a  majoi> 
technical  problem  is  a  possibility  thai 
has  to  be  faced.  Our  principal  weapor' 
is  the  Strategic  Petroleum  Reserve 
We  have  enough  oil  stored  to  cove 
maybe  79  days  of  net  imports;  perhap  . 
we  should  get  back  to  the  90-day  ratii: 
we  once  had.  But  all  the  industrialize  j 
nations  also  have  substantial  emerf 
gency  reserves.  This  will  mitigate   I 
supply  disruption. 

Even  if  we  were  only  35%  depen? 
dent  on  foreign  oil,  however,  w 
would  still  be  at  risk.  At  the  margin,  ij 
you  lose  any  oil  and  can't  replace  it 
then  you  have  a  shortage,  and  th  I 
shortage  doesn't  have  to  be  very  big  tJ 
drive  prices  up  disproportionately.  Si 
that  problem  exists  whether  we  arl 
55%  or  35%  dependent  on  foreign  oilj 

Can  opec  regain  control  of  the  world  o \\ 
market  and  again  dictate  high  prices?  I 
It's  not  very  likely  they  would  do  tha  J 
The  last  time  opec  raised  prices  tl 
dizzy  heights,  within  a  very  few  yeail 
the  demand  for  opec  oil,  and  eventil 
ally  the  price,  was  cut  in  half.  It  was  1 
very  traumatic  lesson,  and  I  thinf 
that  for  the  next  ten  years  or  longe 
they  will  remember  this  lesson. 

This  year  the  U.S.  will  pay  something  lik 
$45  billion  for  imported  oil,  about  40'. 
of  our  entire  merchandise  trade  deficit. 
I  agree  this  is  worrying.  We've  ha 
much  bigger  import  bills  in  the  197C 
and  early  1980s,  but  we  could  easi 
carry  them  because  our  trade  balanc 
outside  the  oil  sector  was  positiv 
Now  our  overall,  very  substanti. 
trade  deficit  makes  our  trade  deficit 
energy  a  not  very  desirable  develo 
ment.  Our  oil  import  bill  could  ve: 
well  be  twice  as  much  in  1995,  wit 
higher  volumes  and  prices. 

W/xtt  can  the  I  S  do  to  slow  or  ret  eise  u 
trend  toward  rising  imports? 
Not  much.  Unless  the  governmei 
wants  to  engage  in  massive  dire 
market  intervention — such  as  a  heai 
gasoline  tax,  for  example — the  trei 
toward  more  dependence  is  inevit 
ble.  But  we  could  slow  it  down.  Pre.1 
dent  Bush  has  proposed  tax  incentiv 
for  exploratory  drilling  and  enhano 
oil   recovery.   That   would  help, 
would  drilling  in  promising  areas  li 
the  Arctic  National  Wildlife  Refujt 
And  as  we  import  more  oil,  the  pri 
will  rise,  and  that  will  stimulate  dri 
ing.  Natural  gas  is  likely  to  displa 
some  oil,  too.  But  all  this  will  on 
slow  the  trend,  not  turn  it  around.  V 
have  to  live  with  it.  ■ 
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Vo  natural  law  states  that  the  newsweekly 
nagazines  must  go  the  way  of  Collier's 
md  the  Saturday  Evening  Post.  But  unless 
hey  can  attract  a  better  audience  less  ex- 
pensively, that  may  be  their  fate. 

God  is  not 
providing 


By  Fleming  Meeks 


*^^k  ne  of  the  more  interesting 
[  I  subplots  of  the  recent  battle 
\J  for  control  of  Time  Inc.  m- 
'  lived  some  sealed  documents  that 
'ere  improperly  released  to  the  New 
hrk  Times.  Among  other  things,  the 

Iipers  divulged  the  valuations  placed 
1  Time  Inc.'s  magazines  by  its  in- 
;stment  bankers,  Wasserstein  Per- 
'la.  Using  Time  Inc.  cash  flow  projec- 
>ns  for  each  property,  Wasserstein 
i.rella  valued  Time  and  Life  magazines 
gether  at  between  $1   billion  and 
.25  billion.  The  value  of  People  was 
It  at  between  $1.8  billion  and  $2.1 
■lion. 

;  Assuming  Life  is  only  modestly  sue- 
to  ssful,  how  could  Time,  the  country's 
I  lest,  biggest  and  still  most  presti- 

■  ms  newsweekly,  be  worth  barely 
•1  If  as  much  as  a  weekly  gos- 
**•  magazine  with  24% 
[l  s     circulation     and 
12%  lower  advertising 
fles?  In  making  their 
rt  uations,     it     appears 

■  it      the      investment 
iikers  were  realistically 
f  iluating  the  present  and 
I:  prospects  of  Time,  and 
c  :he  other  big  newsweek- 
1;  as  well. 

I  The  news  franchise  once 
Id  by  Time  (4.4  millon  cir- 
■jation)  and  its  two  major 
Wnpetitors — Newsweek      (3.3 
■  lion)  and  U.S.  News  &  World 
R  ort  (2.3  million) — has  been 
Wding  for  years.  Combined  cir- 
Hation  of  the  three  newsweek- 

I  hit  a  record  high  of  10.3  mil- 
Hi  last  year,  18%  more  than  in 
IjO.  But  that's  not  very  impres-      1 
U'  given  the  fact  that  the  prime 
biographic  group  for  news  maga- 
fls — college-educated      men      and 


BUSH  AND  THE  SOVIETS 

■     ■      ■       The  Politics  of  Diplomacy       ■— hh 


The  Innovators 


25  Americans  on 

the  Cutting  Edge 

IScieacc 
■T«chMtogy 


A  recent  week's  issues 
Reinventing  themselves. 


women  between  25  and  44 — has  near- 
ly trebled  since  then  (see  chart,  p.  154). 
Even  optimistic  reader  surveys  show 
that  while  eight  in  ten  college-educat- 
ed men  and  women  read  one  of  the 
newsweeklies  in  1970,  fewer  than  six 
in  ten  do  today. 

Combined  newsstand  sales,  mean- 
while, have  fallen  23%  since  1978, 
and  ad  pages,  as  compiled  by  Publish- 
ers Information  Bureau,  have  declined 
19%.  (Ad  pages  at  Time  and  U.S.  News 
are  up  this  year  and  last,  while  News- 
week's  continue  to  slip,  but  with  the 
rise  of  discounting — effectively  cut- 
ting ad  page  rates — it  is  unclear 
whether  increased  ad  pages  mean 
more  money.)  Over  the  last  ten  years 
the  three  major  news  magazines' 
share  of  total  annual  advertising  dol- 
lars has  fallen  by  35%. 

The  source  of  the  newsweeklies'  di- 
lemma is  neither  secret  nor  news.  Nor 
is  an  easy  cure  in  sight.  Demand  for 
their  product  has  moved  to  other  sup- 
pliers. Henry  Luce,  Time  Inc.'s  co- 
founder  (with  Briton  Hadden),  liked  to 
say  "God  provides"  when  asked  about 
Time's  editorial  philosophy.  He  meant 
that  whatever  happened  that  week — a 
war  here,  an  airliner  crash  there — 
would  fill  Time's  editorial  hole. 

In  this  sense,  God  still  provides,  but 
for  tv  and  daily  papers.  The  networks 
broadcast     dozens     of 
hours  of  news  a  week; 
Cable  News  Network 
now  reaches  over  50% 
of  U.S.  homes;  local  pa- 
pers offer  more  coverage 
of  national  and  interna- 
tional    news;     and     the 
smarter-than-ever   people 
running  the  national  daily 
newspapers — the  Wall 

Street  Journal,  the  New  York 
Times  and   USA  Today — put 
their  spin  on  events  long  be- 
fore the  newsweeklies  arrive. 
Related  to  this,  the  maga- 
zine marketplace  is  becoming 
increasingly  segmented.  Last 
year  alone,  491  new  consumer 
magazines  made  their  debuts. 
Most  will  fail,  but  not  for  a  few 
years.     Special-interest     maga- 
zines— fitness,  culture,  lifestyle, 
computers,  what  have  you — are 
stealing  readers  from  mass  audience 
publications  in  much  the  way  that 
cable  tv  is  siphoning  away  viewers 
from  the  networks,  and  taking  adver- 
tising dollars  with  them. 

"There's  more  sophisticated  infor- 
mation about  buying  habits  available 
to  marketers  these  days,"  says  Chris- 
topher Little,  who  quit  the  presidency 
of  Newsweek,  Inc.  in  March.  "So  the 
advertisers  are  willing  to  make  small- 
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Beware 


rf  rabbits. 

[f  solutions  could  be  pulled  out  of  a  hat,  you  could  be  sure  of 

I  thing.  Everybody  would  have  one. 

rhat's  particularly  true  with  pensions.  Where  things  have 

:ome  so  complex,  few  providers  offer  the  full  range  of  admin- 

ation,  record-keeping  and  investments  needed  to  operate  a 

cessful  401  (k)  or  retirement  plan. 

Which  brings  us  to  the  CIGNA  companies.  We  have  the  nation's 

jest  network  of  sales  and  service  specialists  whose  sole 

3onsibility  is  to  fulfill  retirement  plan  needs. 

Vhich  means  our  people  can  be  more  knowledgeable  about 

ir  program.  And  how  it  will  be  affected  by  changing  financial 

ditions  and  regulations. 

Vhat's  more,  they  work  out  of  local  offices,  not  ivory  towers.  So 

^'re  available  when  you  need  them. 

>ottom  line:  From  plan  design  to  implementation  and  ongoing 

ragement,  we  achieve  the  kind  of  results  that  have  kept  our 

at  and  asset  retention  rates  consistently  over  93%. 

or  information,  write  Group  Pensions,  Dept.  RE,  1600  Arch 

Philadelphia,  PA  19103. 

ou'll  discover  we  have  a  lot  of  answers  in  our  briefcase.  And 

)lutely  nothing  up  our  sleeve. 


We  get  paid  for  results!1 


CIGNA 


Circulation  vs.  target  audience 


The  Seventies  and  Eighties  should  have  been  boom 
times  for  the  newsweeklies.  But  while  the  college- 
educated  population  aged  25  to  44  has  almost  tri- 
pled, circulation  has  remained  relatively  flat. 


Circulation  (millions) 


Population  aged  25  to  44  (millions)  | 


U.S.  News 


20 


'70 


'75 


'80 


'85 


'89 


Source  Audit  Bureau  of  Circulation  US  Census  Department 


er,  more  targeted  buys,  because  they 
know  they  [the  smaller  magazines] 
are  effective."  Little  is  now  president 
of  Cowles  Magazines,  which  owns  17 
special-interest  magazines  with  a 
combined  circulation  of  1.7  million. 

Agrees  Paul  DuCharme,  director  of 
print  media  at  Grey  Advertising: 
"You  can  reach  the  market  for  im- 
ported cars  as  easily  in  Golf  Digest 
[owned  by  the  New  York  Times  Co.| 
as  you  can  in  the  newsweeklies.  You 
don't  have  the  numbers,  but  you  have 
exactly  the  right  person." 

To  win  back  or  simply  keep  old 
readers  and  attract  new  ones,  the 
newsweeklies  keep  trying  to  reinvent 
themselves.  Time  has  taken  the  tack 
that  it  no  longer  need  be  the  news 
magazine  of  record,  and  hard  news 
seems  to  have  lost  its  priority.  A  re- 
cent issue  devotes  27  of  65  editorial 
pages  to  a  photo  essay  on  China — an 
effort,  perhaps,  to  compete  with  tv. 

Where  Time  correspondents  once 
filed  their  notes  from  the  field,  leav- 
ing the  writers  in  New  York  to  turn 
the  raw  material  into  'unshed  Timc- 
reporters  are  increasingly  encour- 
to  write  their  own  stories,  to  be 
analytical,  and  to  inject  their  opin- 
The  goal,  says  lane's  chief  of 
•  indents,  John  Stacks,  is  to  give 
the  stories  "an  edge."  Bur  his,  togeth- 
ith  the  magazm.         iteipretive 


essays  and  columns,  and  occasional 
American  Scene  features,  makes  for 
an  unpredictable  product  that  sub- 
scribers may  not  find  as  necessary  as 
the  Time  of  old.  Nor  has  management 
reduced  the  number  of  staff  to  reflect 
the  new  bent:  Ten  years  ago  Time's 
masthead  listed  224  editorial  work- 
ers; recently  the  figure  was  245. 

Newsweek,  the  perpetual  earnings 
laggard  of  the  Washington  Post  Co., 
tried  with  some  success  in  the  late 
1960s  and  1970s  to  differentiate  itsell 
from  Time  by  hiring  a  tougher,  less- 
buttoned-down  kind  of  journalist 
than  the  Time  Incer.  But  Newsweek, 
too,  has  given  news  a  low  priority.  In 
1970,  for  example,  30  cover  stories 
were  on  hard  news  topics;  last  year,  a 
presidential  election  year,  only  19 
were.  In  place  of  stories  on  Vietnam  or 
Lebanon  are  a  new  breed  of  cover  sto- 
ries chosen  for  their  shock  or  other 
sensational  values.  Recent  examples: 
"Rhymes  with  rich,"  on  Leona 
Helmslcy;  "Barney  Frank's  Story,"  on 
Representative  Frank's  (D-Mass.)  re- 
cent troubles;  "Trash  TV,"  on  Ger- 
aldo  Rivera  and  company.  The  Frank 
story,  plus  a  piece  on  I.M.  Pei's  archi- 
tecture and  one  on  Saturday  Night  lire. 
consumed  nearly  one-third  of  the  is- 
sue's 58  editorial  pages. 

Editor-in-chief  Richard  Smith  nev- 
ertheless insists  that  Newsweek  has 


not  slacked  off  on  its  coverage  of  tra- 
ditional hard  news.  "We've  always 
been  the  existential  news  magazine," 
says  Smith,  defending  against  the 
widely  held  notion  that  his  magazine 
now  does  mainly  soft  or  sensational 
feature  stories.  "We've  never  beer 
bound  to  a  formula." 

Newsweek's  revenues  have  been  flai 
for  five   years,    and    1988    operating 
earnings — $20  million,  on  revenues  o 
$327  million — yielded  operating  mar 
gins  less  than  half  the  magazine  in 
dustry  average  of  12.4%.  Last  year  th< 
parent  company — long  rumored  to  b< 
trying  to  sell  the  magazine — took  ; 
$21  million  charge  for  restructurinj 
at  the  magazine,  effectively  wiping 
out    Neusweek's     operating    profits,! 
Newsweek  publisher  Howard  Smith  del 
nies  the  magazine  is  for  sale  and  fore 
casts  "record"  profits  in  1989. 

Perhaps  the  most  interesting  an 
promising  approach  among  the  thre 
newsweeklies  is  that  taken  by  ('.: 
News,  which  was  acquired  by  real  es 
tate  developer  Mortimer  Zuckerma 
in  1984  for  an  estimated  $48  millio 
(net  of  other  assets).  With  his  ow 
money  on  the  line,  Zuckerman  is  er 
ergetically  fighting  against  the  news 
weeklies'  trend  with  a  "news  you  ca 
use"  strategy.  U.S.  News  commits, 
much  as  a  quarter  of  its  editorial  page 
to  generally  short  articles  on  trave 
health,  personal  finance.  Its  annuj 
evaluation  of  the  nation's  college 
published  in  October,  has  become 
hot  newsstand  seller. 

The  magazine  is,  it  is  true,  in  fli 
It's  had  four  editors  in  five  years, 
number  four,  Roger  Rosenblatt,  a  fol 
mer  Time  essayist,  is  rumored  on  h| 
way  out.  Zuckerman  says  circulatic 
and  ad  pages  are  up,  but  admits  U\ 
News  earned  only  "a  modest  amoi 
of  money  last  year,"  with  margin 
"less  than  my  competitors."  For  hj 
part,  Robert  Miller,  worldwide  pu 
lisher  for  Time,  says  Time's  operat 
margins  are  around  18%,  in  line  wij 
those  of  the  magazine  division. 

As  their  editors  struggle  to  attrd 
readers,  the  newsweeklies'  circul 
tion  departments  struggle  to  produj 
subscribers.  That  10.3  million  reco| 
combined  circulation  has  not  col! 
cheap.  Just  look  at  the  number  of  elej 
tronic  gimcracks — calculatol 

clocks,  telephones,  cameras,  radid 
watches — that  the  magazines  have  I 
offer  to  cajole  their  audience  into  si 
scribing.  Since  1983  Time  magazi 
has  successfully  tempted  subscribi 
with  more  than  21  million  of  tht 
gadgets.  Estimated  cost:  $125  milli< 

Newsweek  tried  gadget  premium; 
few  years  ago  but  has,  for  the  m< 
part,  given  them  up  in  favor  of  sla: 
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AN 

IMPROVED 

BUSINESS 

PICTURE. 


Picture  this:  a  computer  with 
the  power,  speed  and  VGA  graphics 
capability  of  a  high-performance 
desktop  PC,  that's  small  enough  to 
slip  into  a  desk  drawer. 

That's  the  beauty  of  the 
Toshiba  T5200  laptop  computer. 

The  T5200  is  our  most  sophis- 
ticated laptop  ever.  It  has  an  Intel 
80386  microprocessor,  32-bit  archi- 
tecture, and  it's  IBM  compatible. 
And  you  can  choose  your  operating 
system-MS  DOSf  MS  OS/2® 
or  Unix? 

It's  like  having  an  entire 
computer  department  in  a  briefcase. 
And  because  it's  no  bigger  than  a 
briefcase,  you  can  access  your 
office  mainframe  anywhere  you  go. 

Our  laptop  is  only  one  example 
of  how  we  do  business.  Because 
every  piece  of  business  equipment 
we  make,  from  copiers  to  fax 
machines,  to  phone  systems,  are 
all  designed  around  one  central 
idea:  The  best  way  to  improve  our 
business  is  to  improve  yours. 


Intel  is  a  trademark  of  Intel  Corporation.  Unix  is  a  registered 
trademark  of  American  Telephone  and 
Telegraph  Company.  IBM  is  a  trademark  of  International 
Business  Machines  Corporation.  MS  DOS  and  MS  OS/2 
are  registered  trademarks  of  Microsoft  Corporation. 


In  Touch  with  Tomorrow 

TOSHIBA 


For  more  information  write  Toshiba  America  Information  Systems.  Inc.. 9740  Irvine  Blvd.,  Irvine. CA  92718  or  call  1-800-457  7777 
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It's  very  likely  that  the  paint 
on  your  car  was  manufactured  by 
Akzo.  As  well  as  the  paint  on  your 
doors  and  windows. 

Along  with  the  color  in  your 
wallpaper,  your  carpet,  furniture, 
plastic  kitxhenware,  and  perhaps 
even  your  lawnmower. 


After  all,  Akzo  is  one  of  the 
world's   largest  makers  of 
paints  and  coatings.  And  many 
innovations  come  from  our  labo- 
ratories. 

But  even  for  us  it  was  quite  a 
chatter  ge  to  be  involved  in  re- 
decorating the  city  center  of  Turin. 


Like  many  Italian  cities,  Turin 
had,  over  the  centuries,  assumed 
a  uniform  color:  a  drab  yellow 
ocher.  Two  Italian  architects  and 
Akzo  were  commissioned  to 
determine  whether  the  colorful 
splendor  of  the  past  centuries 
could  be   restored. 


This  took  a  lot  of  work 
city  archives  were  comb 
plans  were  compared 
temporary  prints  and  | 

And   the   chemical 
tion  of  the  rediscovered 
was   analyzed. 

The  result  was  a  hist 


i 


"t. 


/ 


fc  :olor  scheme  in  modern 
if  rdable  coatings. 
»   now  boasts  one  of  the 
c  \  autiful  city  centers  any- 
■"•I  the  world. 

>"l  >ther  European  cities  are 
d  ing  similar  plans; 
»  ie  of  the  world's  largest 


chemical  companies,  with  70,000 
people  in  50  countries  active  in 
the  fields  of  chemicals,  fibers, 
coatings  and  health  care,  we  in- 
vest many  millions  each  year  in 
countless  research  projects. 

Turin  is  a  typical  example  of 
how  we  work.  In  close  co-opera- 


tion with  our  clients.  Whether  it's 
a  gigantic  multinational  oil 
company  or  a  manufacturer  of 
golf  balls. 

For  further  information 
please  write  to  Akzo  America  Inc., 
Corp.  Comm.  Dept.,  Ill  West  40th 
Street,  New  York,  N.Y.  10018. 


AKZO 
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/INpa    The  circulation  treadmill 
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^-"^       In  recent  years  Time  has  had  to  sell  more  and  more  short- 

term  subscriptions  to  maintain  its  circulation.  For  every 
100  subscriptions  Time  delivered  last  year,  167  subscrip- 
tions had  to  be  sold.  In  1978  the  ratio  was  100  to  117. 

Number  of  subscriptions  sold  for  every  100  subscriptions  delivered 
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ing  its  subscription  prices.  The  maga- 
zine has  raised  its  basic  subscription 
price— now  $41.08 — just  25%  since 
1980.  And  last  year  Newsweek  sold 
over  90%  of  its  subscriptions  at  a  dis- 
count from  that  basic  price.  By  com- 
parison, only  47%  otNewsweek's  1980 
subscriptions  were  discounted.  Factor 
in  inflation  during  the  period,  and  one 
begins  to  wonder  it  premiums  aren't 
such  a  bad  idea  after  all. 

At  /  5  News,  Zuekerman  seems 
slightly  embarrassed  when  reminded 
of  the  2-milhon-plus  electronic  gad- 
get premiums  the  magazine  has 
served  up  since  he  took  over.  Unfortu- 
nately, he  says,  you  can't  sell  a  maga- 
zine on  tv  without  them. 

To  keep  circulation  up,  Time  has 
also  turned  to  pushing  short-term 
subscriptions.  The  reason  has  to  do 
with  direct-mail  marketing,  where- 
low  price  is  more  important  than  val- 
ue— a  22-week  subscription  for 
$17.39  (79  cents  an  issue)  would  be  an 
easiei  sell  than  a  year's  subscription 
for  $33.28  (64  cents  an  issue.) 

As  a  result  of  selling  these  shorter- 
term  subscriptions,  last  year  lime's 
circulation  department  had  to  sell  7.5 
inscriptions  to  maintain  an 
subscriber  base  of  4.5  million. 
the  subsenptions-sold/sub- 
red  ratio  at  Time  has 
t  steadily  for  over  a 


I'.ir.im 

decade  (see  chart,  above).  In  1978,  for 
instance,  Time  sold  4.7  million  sub- 
scriptions to  deliver  4  million  sub- 
scribers, or  an  average  of  117  to  100, 
against  last  year's  ratio  of  167  to  100. 

Selling  all  these  cheap,  short-term 
subscriptions  might  make  sense  if  the 
magazine  could  convert  them  to  long- 
term  subscriptions.  But  Eliot  Schein, 
president  of  Schcin/Blattstein  Adver- 
tising, estimates  that  lime's  percent- 
age of  renewing  subscribers — far  and 
away  the  most  profitable  element  of 
circulation — has  fallen  from  over 
65%  a  year  to  under  50%  over  the  last 
five  years,  a  very  low  percentage. 

Why  don't  Time's  circulation  ex- 
perts induce  renewals  with  alarm 
clocks  and  other  premiums:  They  do. 

Given  the  expense  it  takes  Time  to 
maintain  its  rate  base,  few  were  sur- 
prised when  Time  chose,  for  the  first 
time  m  news  magazine  history,  to  cut 
the  circulation  rate  base  it  guarantees 
advertisers,  from  4.6  million  to  4.3 
million,  last  (anuary. 

New  York-based  publishing  consul- 
tant David  Foster  thinks  that  Time 
was  probably  losing  money  on  those 
last  300,000  subscriptions.  He  figures 
the  average  cost  of  acquiring  and  ser- 
vicing each  of  them  was  in  excess  of 
the  $50  in  annual  circulation  revenue, 
plus  the  estimated  $80  in  advertising 
revenue  each  annual  subscription  pro- 


duces. In  other  words,  Foster  is  saying 
Time's  annual  revenue  per  subscribei 
is  around  $130,  whereas  cost  to  get 
and  service  the  marginal  subscribei 
was  also  around  $130.  Foster  furthei 
notes  that  Time  did  not  reduce  its  ac 
rates  when  it  cut  its  circulation.  Fac 
tor  that  in,  he  says,  and  dropping  th( 
300,000  subscribers  may  save  Tina 
$30  million  this  year. 

"The  tragedy  is  that  they  didn't  re 
duce  it  more,"  Foster  says.  Time'i 
Robert  Miller  says  he  isn't  ruling  ou 
another  rate  base  cut,  and  notes  thai 
Reader's  Digest  and  TV  Guide  have  man 
aged  successive  cuts  without  spook 
ing  advertisers.  In  all  likelihood,  ai 
overall  rollback  of  newsweekly  circu 
lation  is  inevitable. 

The  great  hope  into  which  Time  ant 
Newsweek  have  thrown  a  lot  of  invest 
ment  dollars  is  a  publishing  technol 
ogy  called  Selectronic  binding.  Thi 
allows  advertisers  to  target  specifi 
audiences  based  on  the  demographi 
characteristics  of  the  magazines'  sub 
scribers.  Using  Selectronic  binding 
for  example,  advertisers  can  targe 
readers  by  zip  code,  much  as  in  direc 
mail.  And  readers  who  have  recent! 
moved  could  be  singled  out,  say,  b 
furniture  manufacturers  or  hom 
insurers. 

In  theory,  advertisers  would  pay  sig 
nificant  premiums  to  reach  the  target 
ed  audiences.  In  practice,  Selectroni 
binding's  ability  to  increase  ad  revenu 
is  untested.  Both  Time  and  Newswee 
have  tried  something  similar  by  sellin 
advertisers  special  "business"  reader 
culled  from  their  subscriber  lists.  Gre 
Advertising  Senior  Vice  President  Rol 
ert  Giacomino  says  advertisers  "aren 
using  them  [the  business  editions]  i 
droves." 

Foster  compares  the  current  state  ( 
the  three  newsweeklies  with  the  a 
flictions  of  the  once  powerful  genera 
interest  magazines,  Life,  Look,  Collier 
and  the  Saturday  fuelling  Tost.  In  tl 
Sixties  all  four  spent  heavily  to  pum 
up  circulation  in  order  to  jack  up  a 
rates.  But  not  even  Life,  with  8.5  mi 
lion  subscribers,  could  compete  wit 
television. 

The  newsweeklies  have  almost  ce 
tainly  learned  from  the  general  inter 
est  magazines'  demise.  Still,  observe 
Foster:  "They  (the  newsweeklies]  x 
investing  in  circulation  to  get  adve 
tising  dollars,"  as  did  the  general  ii 
terest  books.  He  adds  that  newsweel 
lies  stand  to  get  hit  hard  if  their  adve 
using  goes  into  a  slump  comparab 
to  that  of  1975,  when  their  ad  pagi 
fell  20%  in  a  single  year.  "They') 
leveraged  up.  And  if  we  hit  a  so 
advertising  market,  you're  going 
see  a  lot  of  red  ink."  ■ 
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Tbe  funnies  business  is  in  turmoil  these 
lays  as  comic  strip  artists  battle  to  recap- 
ure  the  rights  to  their  work. 


Free  Peanuts! 

Free 
Beetle  Bailey! 


By  Eric  Schmuckler 


rHiNGS  are  not  at  all  fun  and 
games  in  the  comic  strip  busi- 
ness these  days.  War  is  more 
<e  it,  a  war  between  the  comic  strip 
tists  and  the  newspaper  syndicates 
at  sell  those  comics — not  to  men- 
Dn  editorial  cartoons,  opinion  and 
rvice    columns,     horoscopes     and 
ossword  puzzles — to  the  nation's 
ily  newspapers.  The  artists,  in  fact, 
e  successfully  battling  for  creative 
d  financial  control  of  their  work, 
»t  as  film  and  music  stars  have  done 
er  the  past  couple  of  decades.  And 
jeir  victories  are  upsetting  the  cozy 
irangement   that's   prevailed   since 
illiam  Randolph  Hearst  perfected 
e  syndicate  business  three- 
I  arters  of  a  century  ago. 
The    traditional    relation- 
s  ip  of  syndicates  to  artists  is 
1st  described  as  medieval. 
'•  ung  artists  eager  to  be  syn- 
t  ;ated  have  generally  signed 
i  tonously    one-sided    con- 
t  cts.  A  standard  clause,  for 
litance,  gave  the  syndicate 
3  rights   to  the .  strip  and 
c  iracters,  with  renewal  at 
t:     syndicate's      option — 
baning     the     artist     was 
1  ked  up  for  life.  If  the  artist 
too    obstreperous,    the 
plidicate  could  simply  get 
sneone  else   to  draw   the 
■  p.  All  revenues. were  split 
n  re  or  less  in  half  between 
I  artist  and  the  syndicate, 
a  r         expenses  were 

simmed  off  the  top. 
io,  for  example,  Charles 
S  ulz  does  not  own  the 
cJynght  to  Peanuts,  the 
vrld's  leading  strip.  That  is 
tl  property  of  United  Me- 
dj    part    of    publicly    held 


E.W.  Scripps  Co.  (Admittedly,  with 
Schulz  this  is  more  a  matter  of  princi- 
ple than  of  profits,  since  Peanuts  earns 
him  some  $30  million  a  year.)  "Your 
characters  are  hostages,"  notes  Mell 
Lazarus,  creator  of  the  Momma  and 
Miss  Peach  strips. 

Indentured  servitude?  Consider  the 
plight  of  Tom  Batiuk,  creator  of  the 
long-running,  moderately  successful 
strip  Funky  Winkerbean,  now  owned 
by  King  Features.  "I've  been  trying  to 
renegotiate  my  contract  for  2Vi  years, 
and  I'm  not  making  any  headway," 
Batiuk  complains.  "My 
syndicate's  position 
is  that  I  don't  have 
any  rights." 

But  nowadays 
many  top  artists 
clearly  have  their 
former  masters  on 
the  defensive.  Per- 


haps the  watershed  battle  was  last 
year's  cave-in  by  King  Features  to 
Family  Circus  creator  Bil  Keane.  When 
Keane  renewed  his  contract  in  1978, 
the  syndicate  insisted  on  bettering  its 
take  and  threatened  to  replace  him 
with  another  artist.  But  when  it  came 
time  to  renew  last  year,  Keane  threat- 
ened to  take  the  dispute  public  and 
was  prepared  to  sue;  King  gave  in, 
handing  Keane  the  copy- 
rights. Estimated  value: 
more  than  $10  million,  since 
Keane 's  wife  and  son  Jeff 
|  who  are  also  the  basis  for 
characters  in  the  strip)  are 
being  groomed  to  take  over 
the  cartoon  someday. 

The  big  syndicates,  in  any 
case,  have  been  declining  for 
decades — victims  of  stagnat- 
ing newspaper  readership,  fewer  dai- 
lies and  more  homegrown  feature  ma- 
terial. The  syndicates  responded  by 
mining  the  gold  in  beloved  characters 
like  Snoopy,  Garfield  and  Popeye, 
who  are  adapted  and  repackaged  for 
animated  tv  shows,  movies  and 
books,  and  licensed  to  manufacturers 
of  just  about  everything.  Says  one  for- 
mer syndicate  executive,  "Without  li- 
censing, this  industry  would  have  col- 
lapsed long  ago." 

That  said,  core  sales  to  newspapers 
(leaving  aside  licensing,  etc.)  are  prob- 
ably $100  million  at  most.  Comic 
strips  are  said  to  account  for  75%  of 
that.  But  no  one  knows  for  sure,  be- 
cause syndicates  are  legendarily  se- 
cretive about  revenues  and  even  their 
client  counts.  It's  not  even  clear 
whether  Scripps'  United  or  Hearst 
Corp.'s  King  Features  is  number  one, 
although  United,  with  $140  million 
nsununa  ^  revenues  (this  time,  li- 
censing included),  appears  to 
have  pulled  ahead  (see  table, 
page  162 J. 

King  was  long  regarded  as 
the     industry     leader,     but 
many  now  think  it's  a  dino- 
saur. Its  roster  resembles  a 
comics   museum,    with   an- 
tiques such  as  Bringing  Up  Fa- 
ther (remember  Maggie  and 
Jiggs?),  Popeye  and  Apartment 
3-G  dozing  alongside  aging 
powerhouses  Blondie,  Dennis 
the  Menace  and  Wizard  of  Id. 
Although  it  does  well  over- 
seas,     Hearst      ac- 
knowledged   King's 
overall  decline 

when  it  shuffled  the 


Opus  e  1989  Washington  Post  Co  Blondie  and  Dagwood  c1989King  Features  Syndicate.  Int  Momma  e  1989  Creators  Syndicate  Inc 
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It's  Time  to 
Dispel  Some  Myths 

about 
Automatic  Assembly. 


/th  #1:  All  assembly  automation  system 
ilders  are  equal. 

ct:  Assembly  systems  work  because 
perienced  people  apply  proven  assembly 
;hnology  to  specific  production  require- 
?nts  and  plant  environments. 
That's  the  way  we  work  at  Bodine.   For 
er  50  years,  we  have  specialized  in  fligh- 
ted assembly  for  small  and  medium 
ed  parts.    Industrywide.   Worldwide, 
dine  is  recognized  as  the  industry  leader 
manufacturers  throughout  the  U.S., 
stralia  and  Japan  as  well  as  Europe  and 
•  United  Kingdom. 
th  #2:  "Hard"  automated  assembly 
ems  aren't  flexible. 

::  The  core  of  our  system,  the  Model-64 
chine,  features  versatile,  dependable, 
n-actuated  station  tooling.    Bodine 
embly  Systems  are  based  on  modular 
istruction,  recognizing  our  customers' 
ds  for  future  flexibility.   In  fact,  man- 
turing  cells  of  two  or  more  Bodine 
embly  Systems  can  produce  thousands 
ifferent  product  combinations  in  batch 
s  large  or  small. 

h  #3:  Only. the  "Big  Boys"  can  afford  to 
/  automate. 

t:  If  you  are  looking  to  automate  your 
mbly  operation,  Bodine  has  the  right 
em  for  you.   Whether  you  are  a  single 
lity  manufacturer  or  a  Fortune  500 


corporation,  we  ofter  payment  terms  that 
are  compatible  with  your  budget.    Upfront 
payment  is  never  required  with  your  order. 

Bodine's  modular  construction  also 
means  reliability,  high  uptime  and  low 
maintenance  costs.   Translation?   Increased 
profits  for  you. 

Myth  #4:  "Leading  edge"  technologies  are 
universally  suitable  for  the  production 
floor. 

Fact:  Start-up  and  maintenance  of  high- 
tech  manufacturing  processes  can  be  costly 
and  difficult  without  qualified  technicians 
on  site.    Bodine  integrates  "leading  edge" 
technologies  with  the  assembly  process, 
while  making  every  effort  to  ensure  com- 
patibility with  existing  equipment,  your 
operators  and  maintenance  people. 
Myth  #5:  All  assembly  automation  builders 
provide  ongoing  system  support. 
Fact:  At  Bodine,  we  understand  the  impor- 
tance of  uptime  on  high-production  equip- 
ment.  We  respond  to  customer  needs 
immediately — with  a  full  warehouse  of 
standard  commercial  components  and 
spare  parts.   Parts  can  be  shipped  domesti- 
cally or  overseas  within  3  hours  of  request. 

In  addition,  Bodine's  engineering  staff 
will  be  there  when  product  changes  call 
for  system  modification.  A  staff  of  electri- 
cal and  mechanical  service  technicians  is 
available  at  all  times. 


Mine 
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Company 

Parent 


King  Features 

Hearst  Corp 


Tribune  Media  Services 
Tribune  Co 


Universal  Press 

independent 


LA  Times  Syndicate 

Times  Mirror 


Creators  Syndicate 

independent 


division      earlier 

this  year,  putting 

two  extra  layers 

of     management 

between        King 

President  Joseph 

D'Angelo        and 

Hearst's        head 
honchos. 

"This   is   essentially   a      united  Media 
mature  business,"  admits         E.w.  Scripps 
United   Media    President 
Robert    Roy    Metz,    who 
nonetheless       maintains 
that  his  sales  and  profits 
are  growing.  With  its  two 
800-pound    gorillas,    Pea- 
nuts and  Garfield, 
United  has  raised 
licensing    to    an 
art       form — pop 
art,    that    is.    Li- 
censing   brought 
in    $69    million 
last  year,  roughly 
three  times  sales 

to  newspapers,  and  has  made  Schulz 
and  Garfield  top  cat  Jim  Davis  peren- 
nials on  Forbes'  tally  of  top-earning 
entertainers. 

United,  for  one,  still  assigns  itself 
ownership  of  a  strip  forever  in  its 
standard  contract.  Metz'  response  to 
artists'  demands  for  control:  "It's  not 
important  who  owns  the  rights.  What 
matters  is  what  you  do  with  them." 
But  for  an  increasing  number  of  artists 
these  days,  what  their  syndicates  are 
doing  isn't  good  enough. 

Consider  Universal  Press  Syndi- 
cate, the  hottest  outfit  of  the  1980s.  It 
was  founded  in  1970  and  grew  to 
prominence  with  Garry 
Trudeau's  Doonesbury 
Universal  boasts  a  daz- 
zling array  of  contempo- 
rary strips  (Calvin  and 
llohhes.  Cathy,  The  Par.  Side. 
Doonesbury),  plus  two  of 
the  four  superstar  syndi- 
cated columnists,  Dear 
Abby  and  Erma  Bombeck 
(the  others  are  Ann  Land- 
ers and  Art  Buchwald).  For 
all  its  success,  though, 
more  than  a  few  of  its  art- 
ists are  unhappy,  particu- 
larly with  Universal's  li- 
censing effort.  Three  of 
them — Cathy  Guisewite 
of  Cathy,  Lynn  Johnston  of 
l'or  Better  or  For  Worse  and 
Jim  Unger  of  Herman — re- 
cently hired  an  attorney 
from  the  high-powered 
show  biz  firm,  Bloom,  De- 
kom  &  Hergott  in  Los  An- 
\  crsal  is  a  bril- 
ldicate,"      says 


Cartoon  tycoons 


Ranking  the  big  syndicates  isn't  easy  because  they're 
zealously  private.  These  estimates  include  newspaper 
syndication  and  related  revenues:  licensing,  TV,  mov- 
ies, publishing  and  information  services. 


Revenues 

(Smil) 


Leading  features 


$140         Peanuts,  Garfield,  Frank  and  Ernest, 
Jack  Anderson,  Miss  Manners 


120         Blondie,  Beetle  Bailey,  Hdgar  the  Horrible, 
The  Family  Circus 


40         Shoe,  Mother  Goose  &  Grimm.  Brenda  Starr, 
Mike  Royko 


40         Doonesbury,  Calvin  and  Hobbes,  The  Far 
Side,  Dear  Abby,  Erma  Bombeck 


10         Art  Buchwald,  Henry  Kissinger,  Sylvia 
Porter,  Pogo 


8         Ann  Landers,  B.C.,  Momma 


Sources:  Industry"  executives.  Editor  and  Publisher 


Guisewite,  "but  there  are  licensing 
companies  out  there  that  are  more 
expert  at  it." 

Momma' s-boy  Mell  Lazarus,  who 
doubles  as  president  of  the  National 
Cartoonists  Society,  also  questions 
the  syndicates'  expertise  in  merchan- 
dising and  television.  "If  it's  good,  it 
sells — it  has  nothing  to  do  with  the 
presence  of  a  syndicate,"  he  says.  "I 
did  my  own  tv  specials  based  on  Miss 
Peach."  Lazarus  owns  his  characters, 
including  Momma,  a  toned-down  ver- 
sion of  his  own  moth- 
er, "except  she 
doesn't  believe  it's 
her.  She  thinks  it's 
my  Aunt  Helen."  L_A J       Cj. 


Mori  Walker,  creator  of  Beetle  Bailey 

The  syndicate  owned  the  rights  to  his  name. 


Lazarus  last  year  joinec 
industry  upstart  Creators 
Syndicate,  which  was 
founded  in  1987  anc 
promptly  lured  several  bif 
names  by  offering  com 
plete  control  and,  report 
edly,  bigger  percentages 
Forty  percent  owned  bj 
Britain's  Robert  Maxwell 
Creators'  roster  include! 
Ann  Landers,  B.C.,  drawi 
by  Johnny  Hart,  and  edito 
rial  cartoonist  Herblock 
"In  my  view,  the  talen 
pays  our  salaries,  not  thi 
other  way  around,"  say; 
Creators  founder  Richan 
Newcombe. 

Another  top  cartoonis 
who  recaptured  his  right 
was  Bloom  County's  Berk 
Breathed.  The  story  goe 
that  Breathed  won  bac 
his  characters  in  the  spring  and  the 
sandbagged  his  syndicate,  Washing 
ton  Post  Writers  Group,  by  retirin 
the  strip;  apparently  he  didn't  wan 
them  hiring  someone  else  to  draw  hi 
strip's  stars,  Opus  the  philosophic; 
penguin  and  Bill  the  Cat. 

Artists  are  even  f ightin 
to  control  their  strip 
from  beyond  the  gravt 
since  syndicates  have  fr< 
quently  hired  others 
continue  a  strip  after  th 
creator's  death.  Charle 
Schulz  fought  hard  yeai 
ago  to  win  a  guarante 
from  United  that  the  Pa 
nuts  strip  will  expire  whe 
he  does,  although  Bo 
Metz  notes  that  Snoop 
will  still  be  top  dog  in  th 
licensing  pantheon. 

"It's  a  wonderful  anni 
ity  for  the  children,"  sa) 
Mort  Walker,  who  is  dicl 
ering  with  King  Feature! 
over  the  rights  to  the  Be 
tie  Bailey  and  Hi  and 
strips.  Walker's  fami! 
business  grosses  aroi 
$2.5  million  a  year  f<| 
King  and  employs  six  pe 
pie.  Walk) 

knows  the  vali| 
of      rights: 
started     a     nel 
strip  sever 

years  ago 
United  and  hi 
to  use  a  differei 
byline,  becau.1 
King  insisted 
owned  the  righ 
to  Walker's  ow 


Shonm  \.tk^k.i 


HorriMi   Dennis  ii«  Menace  and  Beetle  Balk)  1989  King  Renins  Syndtcae  i"<  m    1989  Cieatce  Syndicate,  Inc 
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.he  MCI  Card*  is 
easier  to  use  than  the 
AT&T  Card.  From  any 
phone  in  the  U.S.  to 
almost  any  phone  in  the 
world. 

Unlike  the  AT&T  Card, 
you  never  have  to  read 
payphone  labels,  listen 
for  recordings,  or  dial 
differently  from  different 
phones.  And  whether 
you  dial  direct  or  use  an 
operator,  youll  never 
experience  hidden 
charges  with  MCI? 

With  MCI  you'll  get 
unsurpassed  call  quality. 
And  savings  over  AT&T 
Month  after  month. 

Take  the  MCI  Card.  Or 
take  your  chances. 

Let  us  show  you.® 
1-800-888-0800 


The  MCI 

Card. 

America's 

Business 

Card. 
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narks  ana  Micro  Channel  siem/370  an?  trademarks  o(  international  Business  Machines  Corporation  AT&T  and  UNIX  are  registered  trademarks  ot  American  Telephone  and  Telegraph  Come** 

„»  ol  Sun  M  ■  trademark  ot  Hewlett  Packard  Company  386  and  486  are  trademarks  ol  Intel  Corp  AIX  is  IBMs  Advanced  Interactive  Executive  which  is  a  trademark  ot 

•-9  IBM  Con 


As  you'll  see,  a  lot  goes  on.  Because  sud- 
denly, 16  users  can  share  their  ideas,  files  and 
printers.  Thanks  to  the  Micro  Channel™  bus  on 
the  PS/2f  they  can  all  work  simultaneously, 
without  hampering  each  other's  performance. 

If  these  are  things  you  would  like  to  see 
happen  in  your  company, 

Connect  all  your  people  ^^l^rE6' 
to  the  PS/2  386  with  AIX,  and  jE^T 
I      just  watch  what  goes  on.  J:n^~b^n) 

idea.  The  fact  that  the 
PS/2  runs  with  AIX™  IBM's  enriched  version 
of  the  UNIX®  operating  system,  turns  up  the 
wattage  even  more. 
r  And  AIX  runs  like  a 

dream  on  the  PS/2  plat- 
form. It  allows  you  to  merge 
DOS  and  UNIX  functions, 
which  protects  your  current 
DOS  investment.  At  the  ^* « 
same  time,  it  gives  you   — *£ 
access  to  all  the  AIX  and 
other  UNIX  applications  appearing  daily  for 
this  popular  platform. 

And  with  AIX,  your  network  is  expand- 
able in  many  directions.  Both  across  multi- 
2  0  vendor  platforms,  from  SUN®  to  HP®  to 
AT&T®  and  across  a  broad  range  of  IBM 
systems— from  the  PS/2  to  the  RTf  all 
the  way  up  to  the  System/370.™ 
L  1  If  you'd  like  to  see  a  system  like 

this  turning  on  the  juice  in  your  com- 
pany, call  1  800  IBM-2468,  ext.  150  to 
find  your  nearest  IBM  Authorized  Dealer. 
Or  contact  your  IBM  marketing  representa- 
tive or  IBM  Business  Partner  today.  Both 
will  gladly  shed  additional  light  on  this  excep- 
tional system  from  IBM.  The  IBM  PS/2  with 
AIX.  Making  your  business  come  together. 


We  could  make  cars  like 
everybody  else*  But  we  won't 


Saabs  are  based  on 
the  simple  concept  that 
one  car  should  do  every- 
thing well. 

This  astonishing 
breakthrough  in  logic  is 
what  makes  Saab  differ- 
ent from  other  carmakers 
and  Saab  buyers  different 
from  other  car  buyers. 

We  could  make  a  line 
of  "sporty"  cars  or  wagons. 
But  we  won't. 

Instead,  we  make  high 


performance  available  in 
packages  that  accommo- 
date real  people  with 
real  baggage  for  real  dis- 
tances in  real  comfort. 

We  could  make  a 
"safety"  car  that  offers  little 
beyond  bricklike  construc- 
tion (not  to  mention  brick- 
like performance  and 
handling).  But  we  don't. 

Instead,  every  perfor- 
mance Saab  is  a  "safety" 
Saab,  since  all  1990  Saabs 


feature  roll-cage  construc- 
tion, anti-lock  brakes  and 
driver's  airbag  as  standard 
equipment,  plus  a  new  Road- 
side Assistance  Program. 

We  could  make  our  cars 
with  prices  that  shout  "status'' 
We  won't  do  that  either. 

For  about  $32,500,* 
the  9000  Turbo  pictured 
here  outperforms  and  out- 
handles  European  sedans 
costing  far  more.  (Saabs 
are  intelligently  priced 


from  $16,995  to  $32,995.) 

We  could  do  any  number 
of  things  other  car  compa- 
nies do  to  obsolete  their 
cars  with  styling,  dazzle  you 
with  pointless  technology, 
or  impress  you 
with  imagery. 
We  don't. 
We  haven't. 
And  we  never 
will. 

The  most  intellige 
cars  ever  built. 


•MSRP  $32,495  excluding  taxes,  license,  freight,  dealer  charges  and  options  Prices  subiect  to  change.  ©  1989  Saab-Scania  of  America.  Inc 


The  Larger  Context 


Educationalists  predict  one  doom  after 
another,  ignoring  a  great  tradition  of 
practicality  and  hope. 

SCARING  OUR 
CHILDREN 


By  Michael  Novak 


A  friend  was  startled  recently  by 
learing  his  teenage  daughter  ex- 
press at  the  dinner  table  her  fears 
about  the  future:  "And,"  she  added 
to  a  long  list,  "the  ozone  layer  is 
)eing  destroyed  by  industry,  and 
there  won't  be  any  world  left  by  the 
time  our  generation  has  grandchil- 
dren." He  demurred  weakly  and  she 
rushed  on:  "We  just  studied  it  in 
school!" 

All  over  the  country,  it  seems,  our 
educational  system  is  scaring  our 
children  half  to  death,  poisoning 
their  confidence  and  destroying 
their  hope  in  this  nation's  future. 

First  came  the  horrible  propagan- 
da films  presented  to  children  in 
support  of  the  Nuclear  Freeze 
Movement.  Remember  those  horror 
shows,  to  which  even  a  major  net- 
work contributed  a  tv  movie? 
Thank  God,  President  Reagan 
Jtayed  the  course  that  led,  as  he 
iredicted  it  would  as  early  as  1979 
before  his  first  campaign),  to  "arms 
■eductions,"  and  not  just  to  "arms 
:ontrol." 

The   schools,    meanwhile,    have 

yhilosopher,  journalist  and  ex-US.  ambas- 
ytdor  Michael  Novak  directs  social  and  po- 
etical studies  at  the  American  Enterprise 
institute  in  Washington,  DC  Among  his 
\icent  books  are  Taking  Glasnost  Seriously 
I  nd  Free  Persons  and  the  Common  Good. 


shifted  their  lessons  from  the  nucle- 
ar scare  to  the  environmental  scare. 
If  nuclear  bombs  won't  bring  an  end 
to  the  world  in  our  children's  life- 
time, maybe  the  "destruction"  of 
the  ozone  will.  If  not  "nuclear  win- 
ter," then  "global  warming."  If  not 
from  spray  cans,  then  from  "the  de- 
struction of  the  Amazon  rain  for- 
est." School,  these  days,  seems  to  be 
one  long  nightmare  after  another. 

Now  that  ministers  of  religion 
have  given  up  predicting  the  end  of 
the  world,  teachers  seem  to  have 
picked  it  up.  Our  schools  certainly 
find  plenty  of  doomsayers  deter- 
mined to  destroy  the  confidence  of 
our  children  in  their  own  future. 

If  she  had  had  to  listen  to  these 
gloomy  predictions,  I  know  what  my 
grandmother  would  have  said.  Born 
in  the  mountains  of  central  Europe 
(where,  until  recently,  not  many 
happy  things  have  happened)  she 
would  have  touched  her  chin  with 
skepticism  and  said:  "Beh!"  She 
knew  the  world  would  end  badly. 

In  my  own  lovely  hometown  of 
Johnstown,  Pa.,  I  can  remember  as  a 
child  seeing  flecks  of  dust  from  the 
mills  on  white  shirts  hung  out  to 
dry  in  the  backyard,  and  rubbing  my 
finger  through  it  on  windowsills. 
We  did  not  call  it  "pollution"  in 
those  days.  We  thought  of  it  as 
"black  gold,"  the  sign  of  industry, 
jobs,  progress  and  a  prosperity  un- 
known to  our  grandparents.  We  felt 
sorry  for  the  primitive  Conemaugh 
Indians  who  had  once  dwelt  in  that 
pristine  valley.  We  had  a  robust 
faith  in  the  American  ability  to 
overcome  problems. 

The  reason  we  know  about  real 
environmental  dangers  today  is  the 
progress  of  knowledge.  Without 
modern  medical  and  environmental 


sciences,  we  would  not  be  able 
to  diagnose— or  measure — today's 
challenges.  So  the  fact  that  the 
schools  are  presenting  this  new 
knowledge  is  not  troubling.  On  the 
contrary,  that  knowledge  is  vital  for 
an  informed  citizenry.  Rather,  it  is 
the  "scare  tactic"  that  is  troubling. 
Presenting  new  problems  without 
pointing  to  our  institutional  re- 
sources induces  a  creeping  loss  of 
confidence.  (See  related  story  on  the 
ozone  layer,  p.  224) 

Lack  of  context  can  make  the  pre- 
sentation of  even  "scientific  evi- 
dence" scary.  Youngsters  should 
not  be  presented  problems  without 
also  being  presented  with  some 
sense  of  how  problems  were  met  in 
the  past. 

The  recent  record  suggests  that 
some  teachers  too  quickly  endorse 
one  environmental  fad  after  anoth- 
er; that  they  are  impatient  with  evi- 
dence and  with  views  contrary  to 
theirs,  and  that  they  can  almost 
taste  the  heightened  power  they  as- 
sume in  innocent  eyes  as  they  re- 
veal dreadful  secrets  about  a  future 
without  hope.  They  know  how  to 
get  attention.  And  they  know  how 
to  shift  it,  when  media  winds  shift. 
Not  very  admirable. 

Business  leaders,  like  American 
citizens  generally,  have  been  paying 
far  too  little  attention  to  what's  be- 
ing taught  in  the  schools.  We  all 
tend  to  trust  teachers.  We  remem- 
ber with  affection  and  wry  humor 
many  of  our  own.  Yet  in  our  genera- 
tion, teachers  were  neither  propa- 
gandists nor  scaremongers.  They 
were,  most  of  all,  disciplinarians. 
They  loved  this  country,  its  institu- 
tions and  its  appeal  to  hard  work 
and  opportunity.  They  sent  us  into 
the  future  hopeful  and  eager. 

Not  that  there  still  aren't  many 
teachers  like  that — serious,  con- 
cerned, tough,  demanding.  There 
are.  But  a  new  tone  in  the  schools 
can  be  set  by  even  a  few  activists, 
whose  interpretation  of  their  voca- 
tion is  not  education  but  "social 
change,"  a  code  word  for  their  own 
faction's  view  of  the  world. 

The  educational  reform  begun  by 
President  Bush  and  the  nation's 
governors  must  soon  get  beyond 
"process"  and  "standards"  to  mat- 
ters of  content.  This  American  ex- 
periment of  ours  is  about  the  hu- 
man spirit,  and  about  institutions 
designed  to  unleash  it.  Whenever 
this  nation  faces  another  "perilous 
night,"  there  is  no  need  to  make 
schoolchildren  fearful.  ■ 
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responded  to  this  bad-worse-terrifying 
scenario  by  slamming  on  the  brakes. 
Hard-nosed,  cold-eyed  executives 
are  ruthlessly  searching  for  ways  to 
slash  their  corporate  travel  costs. 

"Most  corporations  aren't  so  short- 
sighted as  to  stop  their  employees 
from  traveling,  but  they  are  trimming 
budgets  by  eliminating  anything  that 
conceivably  can  be  called  a  travel  luxu- 
ry," says  William  Robsenman,  a  travel 
consultant  for  many  large  companies. 
"Most  business  travelers  have  been 
shocked  to  learn  what  their  company 
considers  a  travel  luxury.  The  simplest 
and  most  commonplace  travel  ameni- 
ties are  suddenly  being  deemed 
unnecessary  if  the  company  feels  it 
can  realize  hard-dollar  savings." 

Among  the  unprecedented  ways 
American  businesses  are  retrenching 
include: 


■  Eliminating  first-class  travel.  Always 
a  carefully  administered  perk,  nascent 
corporate  travel  policies  are  further 
reducing  the  occasions  when  business 
travelers  are  allowed  to  fly  in  the  front 
cabin.  One  example:  A  large 
Midwestern  machinery  manufacturer 
formerly  allowed  employees  to  fly  first 
class  whenever  the  flight  time  exceed- 
ed four  hours.  The  new  policy  pro- 
hibits first-class  travel  anywhere  in 
North  America.  Overseas  first-class 
travel  now  is  permitted  only  when  the 
employee  must  work  or  attend  a  busi- 
ness-related function  on  the  same  day 
the  flight  reaches  its  destination. 
■  Reducing  nonstop  flights.  In 
palmier  days,  companies  always 
advised  their  business  travelers  to  take 
a  nonstop  flight  whenever  it  was  avail- 
able and  most  convenient.  Now  some 
companies  insist  employees  take 


Hjg                 WARSAW,  WESTERN  STYLE 

I  arriott  Corp.,  the  world's               firm,  ILBAU,  each  own. 25  %  of  the 

largest  hotel  operator,  is  just  about  to      hotel;  LOT  owns  the  remaining  50  %. 

open  its  500th  proper- 

ty— and  that  milestone 

has  more  than  mere 

corporate  significance. 

L 

The  hotel  is  scheduled 
to  open  Oct  27  in 

*^M 
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Warsaw,  Poland.  The 

525-room  Warsaw 

Marriott  will  be  the  first 
hotel  in  Eastern  Europe 
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to  be  managed  by  a 
Western  company. 
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Marriott  says  the  hotel 
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Polish  joint  venture 

since  federal  sanctions 
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against  Poland  were 

lilted  in  1987. 
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1    the  state  airline, 
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connecting  flights  if  the  fare  is  lower 
than  a  nonstop  flight. 

■  Encouraging  cheaper  routing  on 
connecting  flights.  Companies  once 
routinely  directed  their  travelers  to  fly 
the  fastest  and  most  direct  route  to  a 
destination.  But  now  some  travelers 
are  required  to  fly  the  cheapest  rout- 
ing, even  if  it  takes  longer  and  is  less 
direct. 

■  Discouraging  overnight  stays. 
The  days  of  the  comparatively  leisure- 
ly business  trip  appear  to  be  over. 
Many  companies  now  demand  their 
business  travelers  depart  on  the  earli- 
est flight  and  return  on  the  last  flight 
out  if  it  eliminates  the  need  for  an 
overnight  hotel  stay. 

"Any  frequent  flyer  will  tell  you  it's 
never  really  been  fun  being  a  businesi 
traveler,"  says  Susan  Brieder,  corpo- 
rate travel  manager  for  a  major 
telecommunications  firm.  "But  now 
that  all  companies  are  tightening  up, 
it's  getting  to  be  more  of  a  grind  than) 
ever  before.  Business  travel  isn't  gra- 
cious anymore,  and  it  most  certainly  j 
not  very  much  fun." 

UPGRADING  WITHOUT  PAIN 
—  OR  COST 

But  business  travel  needn't  be  relent-] 
lessly  dreary  or  a  discomforting  bor 
for  the  frequent  traveler  who  plans 
properly.  There  are  plenty  of  ways  to  | 
make  life  on  the  road  pleasant  and 
comfortable  and  still  comply  with  thej 
tougher,  more  stringent  corporate 
travel  policies. 

One  of  the  best  ways  to  ease  the 
traveling  life  is  to  fly  first  class. 
There's  a  world  of  difference  betweel 
the  quiet,  spacious  and  quite  attractiij 
surroundings  of  the  front  cabin  and 
the  cramped,  noisy  and  less-than- 
amenable  life  back  in  coach.  But  hov^ 
does  the  business  traveler  fly  first 
without  violating  the  corporate  man-] 
date  to  fly  coach? 

Continental  Airlines'  unique  soluti 
is  the  exclusive  "YONEPASS"  fare.  \\ 
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ith  Hertz  and  American  Express* 
lere's  no  limit  to  how  far  you  can  go. 


B  NLIMITED  MILEAGE 
7OR  MEMBERS  ONLY 

R1Q90        .Lincoln  or 
Ys a  dav    SUT1ilar  s^ze  ca 
•Effective  through  1/15/90 
Limited  availability, 

(lDW  $11.95  a  day  or  less. 

ASK  FOR  THE  AMD  RATE 
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Membership  has  its  privileges. 


I:nts  Fords  and  other  fine  cars. 


At  Hertz. 

American  Express®  Cardmembers 
get  unlimited  mileage. 

Just  use  the  American 
Express  Card  at  the  Hertz  coun- 
ter and  you'll  be  surrounded 
in  the  luxury  of  a  Lincoln  Con- 
tinental or  Town  Car.  Which 
means  that  in  addition  to  all  the 
benefits  you  normally  receive 
with  the  American  Express  Card, 
you  get  another  benefit  for  the 
long  run.  Unlimited  mileage. 
This  offer  is  only 
good  until  January  15, 
1990.  So  call  your 


travel  agent  or  Hertz  directly  at 
1-800-654-3131  and  ask  for  the 
special  AMD  rate. 

And  find  out  how  the 
American  Express  Card  is  truly 
a  comfort  down  the  road. 

For  your  information. 

Rates  are  available  at  participat- 
ing locations  and  may  not  be 
available  at  some  participating 
places  at  some  times.  The  mini- 
mum rental  age  is  25.  Cars 
must  be  returned  to  the  renting 
location.  24-hour  advance 
reservations  are  required.  Cars 
subject  to  availability.  Taxes  and 
optional  items  are  extra. 

®  REG  U  S  FAT  OFF  ©  HERTZ  SYSTEM  INC  1989 
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the  same  price  as  an  unrestricted 
coach  ticket,  the  special  fare  allows 
business  travelers  to  confirm  a  seat  in 
the  first  class  cabin.  Anyone  who's  a 
member  of  Continental's  amenity- 
laden  OnePass  frequent  flyer  program 
is  eligible  to  fly  first  class  for  the  coach 


Continental:  pay  full  coach  and  fly  first. 

price  of  the  YONEPASS  fare.  Best  of 
all,  the  YONEPASS  fare  is  available  on 
virtually  all  of  Continental's  flights  in 
the  mainland  United  States. 

Besides  the  YONEPASS  fare  and 
an  extremely  liberal  free-flight  award 
frequent-flyer  plan,  the  OnePass 
program  is  packed  with  valuable  perks 
for  the  harried  business  traveler. 
OnePass  members  who  fly  at  least 
25,000  miles  on  Eastern  and 
Continental  in  one  year  qualify  for  one 
of  three  "Elite"  levels  of  the  program. 
Elite  OnePass  members,  for  example, 
can  use  the  less  crowded  first-class 
k -in  facilities,  regardless  of  the 
class  in  which  they  are  flying.  They 
also  re©  confirmed  upgrades 

and  free  sj       available  upgrades  at 
regular  ink 

Membet  Vs  Frequent  Flight 

Bonus  Prog  ilso  avail  them- 


selves of  liberal  upgrading  privileges. 
After  flying  only  5,000  miles  in  a  12- 
month  period  on  TWA,  Program  mem- 
bers receive  a  special  White  Bonus 
Card.  It  allows  them  to  confirm 
upgrades  to  TWA's  Ambassador 
Business  Class  on  wide-body  flights  in 
the  U.  S.  Although  they  fly  in  the  spa- 
cious confines  of  domestic  business 
class — TWA  has  twice  as  many  flights 
offering  domestic  business  class  as 
any  other  airline — White  Bonus  Card 
holders  pay  only  standard  one-way  Y 
or  M  coach  fares. 

Program  members  who  fly  30,000 
miles  on  TWA  in  a  12-month  period 
receive  a  Gold  Bonus  Card.  It  allows 
members  free  upgrades  to  first  class 
on  TWA  domestic  flights  and  free 
upgrades  to  Ambassador  Business 
Class  on  TWA's  extensive  network  of 
international  flights.  Gold  Card  hold- 
ers can  also  use  TWA's  first  class 
check-in  counters. 

THE   SUITE   LIFE 

Upgrading  is  not  unique  to  airlines, 
however.  Ouality-conscious  frequent 
flyers  who  are  wise  enough  to  join 
Stouffer  Hotels  and  Resorts'  Club 
Express  program  are  automatically 
upgraded  to  the  best  room  available 
when  they  check-in  at  any  Stouffer 
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property.  Very  often  that  means 
accommodations  on  the  Stouffer  Club 
Floor,  an  exclusive  private  hotel  within 
a  hotel,  for  the  price  of  a  standard 
room. 

Of  course,  the  ultimate  in  upgrading 
may  belong  to  Guest  Quarters  Suite 
Hotels,  a  chain  of  21  first-class  hotels 
throughout  the  U.  S.  Every  Guest 
Quarters  room  is,  in  fact,  a  full-sized 
suite.  Every  Guest  Quarters  suite 
includes  a  living  room,  dining  area, 
separate  bedroom  and  wet  bar.  In 
some  Guest  Quarters  properties,  the 
suites  even  include  full  kitchens.  All  o] 
these  spacious  amenities  are  available 
for  the  price  of  a  single  room  at  other 
first-class  hotels. 

"The  all-suite  hotel  concept  places 
the  focus  on  the  room  rather  than  on 
public  space,  which  is  of  secondary 
importance"  to  business  travelers, 
says  Richard  M.  Kelleher,  president  oi 
Guest  Quarters  Suite  Hotels.  "The  all- 
suite  is,  without  a  doubt,  the  hotel 
room  of  the  future." 

Kelleher's  contention  is  clearly 
borne  out  by  studies  of  business  trav- 
elers' preferences.  A  recent  survey  of 
3,000  commercial  travelers  conducted 
by  an  independent  research  firm 
indicated  that  Guest  Quarters'  suites 
were  preferred  three-to-one  over 
standard-sized  hotel  rooms  offered 


Guest  Quarters  offers  spacious  suites  for  the  price  of  a  hotel  room. 


ndry  Valet 


Suit  pressed  with  abutton 

replaced,  5:22p.m. 

The  WestinStRancis,  San  Francisco. 
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To  some,  it  is  no  more  than  an 
ordinary  valet  delivery.  Yet  at  this  cru- 
cial moment,  one  determines  whether 
a  hotel's  performance  equals  its 
promise. 

At  Westin  Hotels  &  Resorts,  we 
consider  this  the  moment  of  truth. 

What  sets  Westin  apart  are  the 
dedicated  people  who  aim  not  only 
to  fulfill  your  needs,  but  to  anticipate 
them.  People  who  respond  promptly 
to  any  request,  at  any  hour. 

That  is  why,  time  and  time  again, 
you  can  be  sure  Westin  will  come 
through  in  a  manner  that  is  at  once 
caring,  comfortable,  civilized. 

No  matter  how  pressing 
your  need. 


^o^(>uto^^4^  Westin 
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HOTELS  PRESORTS 
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I '  United  Airlines  Milage  Plus.  Air  Canada  Aeroplan  and  VSAir  Frequent  Traveler  programs  earn  miles  at  participating  \Mstin  Hotels  &  Resorts. 
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by  competitive  hotel  operators. 
Business  travelers  intent  on 
improving  their  on-the-road  lifestyle 
without  violating  corporate  travel  poli- 


An  Embassy  Suites  hotel  under  con- 
struction in  New  York's  Times  Square. 

cies  have  also  been  turning  to 
Embassy  Suites.  Although  the  sepa- 
rately managed  division  of  the  Holiday 
Corp-  is  just  six  years  old,  there  are 
already  94  Embassy  Suites  hotels  open 
in  27  states  and  15  more  are  under 
construction.  The  appeal  of  the 
Embassy  Suites  concept  is  obvious: 
Eor  the  price  of  a  single  room  at  a  tra- 
ditional hotel  catering  to  business  trav- 
elers, Embassy  Suites  offers  much 
more  space  and  many  more  amenities. 
The  standard  unit  features  a  two-room 
suite  complete  with  living  room  and 
wet  bar,  dining  room  and  sitting  area,  • 
a  private  bedroom,  two  telephones  and 
two  televisions.  Included  in  the  price 
of  the  suit,  k  a  cooked-to-order  break- 
last  each  morning  and  two  hours  of 
complii  bevn  ra         ich 
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"It's  extra  value"  for  hard-pressed 
business  travelers,  says  Perry 
Sorenson,  chief  operating  officer.  "You 
get  a  lot  more  space.  You  don't  have  to 
sit  on  your  bed  to  watch  TV.  You  can 
have  a  meeting  and  not  feel  as  if  you're 
in  somebody's  bedroom,  and  there's 
free  breakfast  and  free  cocktails." 

The  Embassy  Suites  hotel  under 
construction  in  Marin  County,  Calif.,  is 
representative  of  the  chain's  approach. 
Built  on  a  six-acre  site,  the  236-suite 
property  will  feature  a  14,000-square- 
foot  enclosed  atrium  park  with  water- 
falls, streams  and  extensive  tropical 
landscaping,  a  spa,  sauna,  indoor  pool 
and  exercise  area,  and  even  an  indoor 
golf  range. 

QUALITY  AS  AN  AMENITY 

Savvy  business  travelers  know  that 
another  way  to  ease  their  arduous  life 
on  the  road  is  to  use  companies  that 
concentrate  on  providing  quality  travel 
services. 

No  company  has  been  more  commit- 
ted to  that  concept  than  Lufthansa 
German  Airlines.  To  underscore  its 
reputation  for  dependability,  punctuali- 


ty and  meticulous  service,  Lufthansa 
offers  three  unique  "quality  guaran- 
tees" to  all  business-  and  first-class  pas 
sengers  flying  from  its  U.  S.  gateways 
to  Germany.  Lufthansa  backs  its  three 
quality  guarantees  with  financial  com- 
pensation to  the  passenger  if  the  air- 
line fails  to  keep  its  pledge. 

Lufthansa's  first  quality  guarantee  h 
for  punctuality.  If  the  airline  is  respon- 
sible for  a  passenger  missing  a 
Lufthansa  connecting  flight  in 
Germany,  it  will  pay  the  passenger 
$200.  Its  second  quality  guarantee  is 
for  service.  Lufthansa  promises  bag- 
gage will  arrive  with  passengers  at 
their  final  Lufthansa  destination.  If  the 
baggage  is  not  there,  Lufthansa  will 
pay  the  passenger  $200  over  and 
above  any  legal  claims. 

Lufthansa's  third  quality  guarantee 
concerns  its  pledge  to  accommodate 
passengers  in  the  class  they  booked.  1 
no  business-class  seat  is  available  for ; 
passenger  who  reserves  business 
class,  Lufthansa  guarantees  to  upgrad 
the  passenger  to  a  first-class  seat.  If 
first-class  seating  is  not  available,  the 
business-class  passenger  is  flown  free 
of  charge  in  tourist  class.  If  no  first- 


Lufthansa  offers  "service  guarantees"  in  business  and  first  class. 


When  it  comes  to  business  travel,  that's 
law  of  survival. 

And  it's  why  we've  developed  systems 
ive  you  better  control  over  your  entire 
el  process,  starting  with  planning  and 
shing  with  accounting.  Ways  to  do  it  all, 
ig  less  time  and  spending  less  money. 

Take  Corporate  Apollo,  for  instance.  It 
is  you  total  access  to  one  of  the  largest 
el  information  databases  in  the  world. 


And  then  there's  the  Apollo  On-Site 
Document  Printer  that  delivers  tickets  and 
travel  documents  right  in  your  own  office, 
always  at  your  own  convenience. 

And  Travelmaster.  The  accounting  sys- 
tem that  automatically  handles  everything 
from  advances  to  reconciling  vendor  billing. 

And  more. 

With  Apollo,  you  can  get  all  the  help 
you  need  to  handle  travel  faster  and  cheaper. 


So  wait  not. 

For  more  information,  call  1-800- 
456-0654.  Or  contact  an  Apollo 
travel  agency. 

Apollo 

Travel  solutions  from  COVIA. 
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class  seat  is  available  for  a  first-class 
passenger,  Lufthansa  guarantees  to  fly 
the  customer  free  of  charge  in  busi- 
ness class. 

At  Westin  Hotels  and  Resorts  the 
emphasis  is  on  a  philosophy  called 
"service  distinctiveness." 

The  basic  premise,  explains  a 
Westin  spokesman,  "is  that  Westin  has 
empowered  employees  to  do  whatever 
it  takes  to  satisfy  the  guest  and  his  or 


The  Westin  Stamford  and  Westin  Plaza  hotels  in  Singapore. 


her  needs."  Westin's  service  distinc- 
tiveness policy,  says  Larry  B.  Magnan, 
president  and  chief  executive  officer. 
"provides  a  level  of  service  far  beyond 
smiling,  opening  doors  and  thanking 
our  guests  tor  staying  with  us."  It 
means  "taking  specific  actions  to  make 
sure  our  guests'  needs  are  met.  It 
means  listening  to  our  guests  and 
using  good  judgment  in  responding  to 
their  needs." 

Among  the  key  commitments  in  the 
service  distinctiveness  policy  are: 

■  Making  Westin  customers  aware 
"that  all  Westin  employees  are  totally 
committed  to  their  satisfaction." 

v   Making  Westin  employees  "know 
that  they  have  the  responsibility  and 
authority  to  satisfy  their  customers." 

standing  tli.it  every  Westin 
em|  either  serving  a  guest 

rving  a  Westin  employee 
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ness  trip,  he  or  she  is  faced  with  two 
primary  challenges,"  Tierney  says. 
"First,  they  must  successfully  accom- 
plish the  task  or  goals  set  up  for  the 
trip.  Second,  they  must  complete  each 
travel  phase  of  their  trip  as  efficiently 
as  possible  and  with  a  minimum  of 
hassle.  What  we've  found,  however,  is 
that  a  great  deal  of  training  and  prepa- 
ration is  put  into  achieving  the  first 
objective,  while  very  little  is  done  to 
help  the  novice  ensure  that  the  trip 
itself  is  smooth,  hassle-free  and 
doesn't  become  more  of  a  challenge 
than  the  mission  of  the  trip." 

In  fact,  research  conducted  by  the 
Marriott-funded,  non-profit  institute 
shows  that  95%  of  all  business  travel- 
ers have  never  received  any  formal 
training  on  how  to  manage  their  busi- 
ness journeys. 

In  an  attempt  to  rectify  the  situation, 
the  Marriott  Institute  has  recently 
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GUIDING  THE 
BUSINESS  TRAVELER 

One  of  the  reasons  business  travelers 
have  such  a  difficult  time  on  the  road 
is  because  they  haven't  been  trained  to 
be  efficient  travelers.  At  least  that's  the 
opinion  of  Brian  Tierney,  executive 
director  of  the  Marriott  Business 
Travel  Institute. 
"When  someone  embarks  on  a  busi- 


••     •■* 


compiled  a  56-page  pocket  guide  to  tht 
ins  and  outs  of  business  travel. 
Entitled  Getting  Down  to  Business 
Travel,  the  guide  outlines  ways  in 
which  business  travelers  can  increase 
their  productivity  and  decrease  travel 
hassles.  It  contains  valuable  tips  on 
domestic  and  international  transporta- 
tion, new  travel  technology  and  travel 
communications. 

Available  free  of  charge  from  the 
Marriott  Institute  (P.O.  Box  40114- 
5114,,  Philadelphia,  PA  19106),  the 
guide  is  described  by  Tierney  as  a 
"compendium  of  travel  secrets  passed 
on  from  seasoned  business  travelers 
and  condensed  into  the  form  of  one 
handy  guide." 

BUSINESS  TRAVEL  WITH 
FRENCH   FLAIR 

One  thing  seasoned  executives  know 
is  that  business  trips  shouldn't  be  an 
endless  repetition  of  boring  flights, 
"econobox"  rental  cars  and  hopelessly 
routine  hotel  rooms  that  never  vary 
from  city  to  city.  There's  plenty  of  vari- 
ety to  be  found  without  violating  a  cor- 
porate travel  guideline. 

"The  trick  is  to  plan  something  fresl 
and  unique  everywhere  you  travel  on 
business,"  says  Martin  Esbridge,  a  20- 
year  veteran  of  the  business  road 
wars.  "I  always  try  to  squeeze  in  some 
local  color,  a  museum  or  a  walk 
through  a  park,  anywhere  I  go.  I  try  t( 
entertain  in  local  restaurants.  And, 
wherever  possible,  I  stay  at  a  hotel  the 
doesn't  come  out  of  a  chain's  cookie 
cutter.  Nothing  gets  old  faster  than  fly 
ing  from  city  to  city  and  finding  the 
same  room  with  the  same  furniture 
and  the  same  pictures  on  the  walls." 

One  group  of  hotels  that  has  gone 
out  of  its  way  to  offer  unique  touches 
at  all  of  its  locations  is  Hotel  Sofitel  of 
North  America.  The  first  French  hote 
company  to  enter  the  American  mar- 
ket— the  Hotel  Sofitel  in  Minneapolis 
opened  in  1975 — Sofitel  has  stressed 
diversity.  Each  of  its  six  U.S.  locations 


A  freshly-baked  loaf 

of  French  bread  when 

you  leave.  Thai's  Sofifel, 

in  six  U.S.  cifies 

where  your  business 

takes  you.  Comfortable. 

Stylish.  Modern.  Superb 

cuisine.  With  a  welcome 

touch  of  France.  And 

moderate  in  size, 

for  personal  attention, 

including  concierge 

service.  Sofitel.  Just 

ask  your  travel  agent 

or  call  ResinTer, 

1-800-221-4542. 
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Ma  Maison  Sofitel  Los  Angeles:  home  to  the  West's  famous  bistro. 


is  distinctively  designed  with  its 
own  decor,  services,  amenities  and 
fine  cuisine. 

'There's  a  kind  of  sameness  to  the 
big  chain  hotels.  We  go  out  of  our  way 
to  make  sure  that  doesn't  happen  to 
our  properties,"  says  Leo  Bonardi, 
Sofitel's  vice  president  of  sales  and 
marketing.  "We  keep  each  Sofitel  man- 
ageable, about  300  rooms  each,  so  that 


all  guests  receive  individual  attention. 
And  we  pay  close  attention  to  our 
French  heritage." 

One  area  where  Sofitel  hotels  natu- 
rally excel  is  in  food  service.  Each 
property  has  at  least  two  dining 
rooms.  Fine  dining  is  so  important  to 
Sofitel  that  its  newest  property,  the  Ma 
Maison  Sofitel  in  Los  Angeles,  was 
built  around  the  reputation  and  the 
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new  home  of  Ma  Maison,  the  famed 
West  Coast  cafe.  The  Sofitel  chain  also 
operates  its  own  cooking  school  in 
Minneapolis  to  train  its  chefs:  It's  the 
only  private  cooking  school  in  the 
world  certified  by  the  French  Ministrj 
of  Education.  Each  Sofitel  hotel  oper- 
ates its  own  take-out  French  bakery, 
as  well. 

"We  give  every  guest  a  baguette 
when  they  check  out,"  says  Bonardi. 
"It's  one  of  the  ways  we  show  we're  a 
little  bit  different  than  the  chain  hotel 
down  the  road." 

THE  GOLD  STANDARD 

Another  way  to  improve  the  overall 
quality  of  business  travel  and  still  com 
ply  with  your  company's  travel  guide- 
lines is  to  use  Hertz  #1  Club  Gold 
Service.  It  goes  right  to  the  heart  of 
what  travelers  expect  from  a  car  renta 
firm:  speed,  efficiency,  personalized 
service  and  a  minimum  of  red  tape. 
For  a  $50  annual  fee.  Hertz  signs 
travelers  to  an  agreement  that  acts  as 
a  master  contract  for  all  future  car 
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RENTAL  CARS  WITHOUT  HASSLES 


i  serving  a  car  through  a 
travel  agent  has  too  often  been  a  hit- 
or-miss  proposition  because  agents 
traditionally  have  been  unable  to  pro- 
vide  clients  with  accurate  and  up-to- 
date  information. 

But  CarMaster,  a  new  program 
available  to  travel  agents  equipped 
with  Covia's  Apollo  computer-reserva- 
tion system,  is  significantly  improving 
the  car-rental  procedure.  It  provides 
travel  agents  and  their  clients  with 
more  information  on  available  car 
types,  rules  and  rates  and  is  designed 
to  enable  agents  to  respond  more 

>;ly  to  common  traveler  inquiries. 

car  rental  industry  has  no 

nice  guide  with  informa- 
tion fron    11  vendors,  so  CarMaster 
is  an  on-line. 


instantaneous  electronic  library. 

"From  both  the  traveler's  and  the 
travel  agent's  perspective,  CarMaster 
is  a  true  hassle-buster,"  says 
Sue  Powers,  Covia's  director  of  ven- 
dor and  corporate  marketing. 
'Travelers  using  Apollo  agencies  will 
find  it's  suddenly  much  easier  to 
reserve  the  car  you  want,  when  you 
want,  at  the  price  you  want." 

CarMaster  allows  Apollo-equipped 
travel  agents  to  search  quickly  and 
accurately  for  rental  cars  that  meet  a 
traveler's  special  requirements.  It 
automatically  screens  out  cars  that  do 
no  fit  the  profile. 

"Business  travelers  say  they  like  the 
new  system  because  it  makes  it  easier 
for  them  to  adhere  to  the  corporate 
travel  policy  with  rental  cars,"  says 


Powers.  "Pleasure  travelers  like  it 
because  it's  easier  to  find  advertised 
special  deals."  Travel  agents  "can  find 
out  in  an  instant  if  a  promotional  rate  I 
is  still  available  or  if  a  non-airport 
rental  outlet  has  the  car  their  client 
needs." 

The  Apollo  computer  reservations 
service  is  used  at  10,000  travel 
agency  locations  in  40  countries.  It 
provides  information  on  700  airlines, 
33  million  airfares  worldwide,  108 
hotel  companies,  19,000  individual 
properties  and  the  32  car-rental 
companies  covered  by  CarMaster. 
Covia,  which  owns  Apollo,  is  a 
partnership  owned  by  five  inter- 
national carriers:  United  Airlines, 
British  Airways,  Swissair,  KLM  Royal 
Dutch  and  Alitalia. 


There's  a  Hartmann  Carry-On 
that  packs  just  the  way  you  do. 


Hartmann  Carry-Ons  come  in  so  many  sizes  and 
shapes,  there's  sure  to  be  one  to  fit  your  style  of  packing. 
Whichever  you  choose,  you'll  find  them  one  of  the  most 
stowable,  portable,  dependable  traveling  allies  you  can 
own.  And  like  all  Hartmann  products,  each  Carry-On  is 
handcrafted  for  the  ultimate  in  style  and  durability. 
Hartmann  Carry-Ons:  they  pack  just  the  way  you  do. 
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Handcrafted  since  1877. ' 
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_  a  list  of  your  nearest  Hartmann  dealers,  Dept  10167 

ann  Luggage  Co.,  Hartmann  Drive,  Lebanon,  TN  37087. 

it  TEFLON®  water  affd  stain  repeller.  ©1989  Hartmann  Luggage 


COME  AWAY  AN  INSTANT  WINNER 

WHEN  YOU  STAY  AT  MARRIOTT 

OR  RENT  FROM  HERTZ 
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WE'RE  GIVING  AWAY  FIFTY  1990  FORD  THUNDERBIRDS,  HUNDREDS  OF  RESORT  TRIPS, 

AND  4,500,000  OTHER  TRAVEL  PRIZES  WORTH  OVER  $90,000,000. 

To  play  and  win,  get  a  WINTER  INVITATIONAL  GAME  CARD  every  time 

you  register  at  a  Marriott  Hotel  or  Resort  or  rent  from  Hertz 

now  through  February,  1990. 


^arriott.*/^^ 

WINTER  INVITATIONAL  GAME 

NO  PURCHASE  NECESSARY  To  obtain  Game  Card  and  Rules  Hand  Print  and  Mall  4"  x  9"  SASE  and  3"  1 5" 
card  with  name  and  address  and  "MARRIOTT-HERTZ  WINTER  INVITATIONAL"  to:  Card  Request,  P.O.  Box 
9370.  Bridgeport.  CT  06699.  Limit  one  request. 'person  25  years  of  age  or  older  week  No  requests  honored 
from  clubs  groups  Return  postage  not  required  from  WA  residents.  Free  Game  Card  and  Rules  available 
si  Marriott  front  desk  Hertz  counter  In  AL  and  HI.  Requests  must  be  received  by  1/31  '90  or  while  supplies 
last .  bv  xrd  claims  by  3  '31  '90  VOID  WHERE  PROHIBITED  Not  available  outside  U.S.  or  at  Marriott  Confer- 
ence Ct  iters.  Courtyard  by  Marriott.  Fairfield  Inn.  or  Residence  Inn.  and  some  Hertz  licensee  locations. 
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If  you  think  a  tight  budget  means  a  dull  meeting, 

you  haven't  seen  StLouis. 


You  want  to  make  the  meeting  an  event.  You  want  it 
to  bring  people  together  from  all  over  the  country.  You 
want  it  to  have  an  atmosphere  just  right  for  both 
work  and  play. 

And  you  don't  want  your  comptroller  giving  you 
trouble  about  the  cost. 

What  you  want  is  St.  Louis. 

What  you  need  is  us.  We're  TWA's  Meeting  Services. 
And  we  know  St.  Louis  better  than  anyone. 

A  location  central  to  everyone. 

Ideally  located,  right  in  the  middle  of  the  country, 
St.  Louis  is  convenient— and  relatively  inexpensive— 
to  everyone  in  the  company,  no  matter  where 
your  offices  are. 

St.  Louis  boasts  a  number  of  outstanding  meeting 
facilities  and  choice  hotel  accommodations  for  even 
i  the  largest  conventions.  TWA's  Meeting  Services  can 
make  the  ideal  arrangement  for  any  number  of  people, 
!  at  prices  even  a  comptroller  could  love. 

There  are  plenty  of  extra-curricular  attractions,  too: 
the  Gateway  Arch,  Anheuser-Busch  Brewery,  Laclede's 
;  Landing  St.  Louis  Zoo,  Missouri  Botanical  Garden,  St. 
!  Louis  Art  Museum,  and,  of  course,  the  Cardinals. 

We'll  make  all  the  arrangements. 

Let  TWA  take  care  of  the  details.  We'll  give  your 
people  a  convenient  way  to  make  their  own  travel 

II 


arrangements  by  contacting  us.  And  since  St.  Louis  is 
TWA's  major  hub,  we  have  flights  in  and  out  every  day 
from  more  than  80  cities  in  the  U.S.  and  more  than  20 
cities  in  Europe  and  the  Middle  East. 

Not  only  that,  we  can  offer  you  substantial  savings 
on  airfare,  whether  your  people  fly  in  coach,  business 
class,  or  first  class.  We'll  automatically  enroll  them  in 
our  Frequent  Flight  Bonus  Program.  And  we'll  award 
them  2,000  bonus  miles  as  well. 

So  if  you're  looking  for  the  perfect  environment  for  a 
meeting  that's  productive,  cost-effective,  and,  yes,  a  lot 
of  fun— even  for  your  comptroller— you  don't  have  to 
look  any  further  than  TWA's  St.  Louis. 

For  more  information,  call  1  800  TWA-MEET 


TODAY'S  TWA. 
FIND  OUT  HOW  GOOD  WE  REALLY  ARE* 


Hertz  #1  Club  Gold:  instant  car  rental. 


rentals.  Travelers  need  never  sign 
another  piece  of  paper.  Herte  #1  Gold 
members  make  reservations  by  calling 
an  exclusive  toll-free  number.  Then 
the  exceptional  new  features  begin: 

■  When  members  arrive  at  an  air- 
port offering  Gold  Service,  they  head 
directly  for  the  shuttle  bus  that  deliv- 
ers them  to  a  special  #1  Club  Gold 
rental  area. 

■  Computer-generated  information 
on  electronic  signboards  directs  travel- 
ers by  name  to  nearby  stalls  where 
their  cars  are  waiting. 

■  Car  engines  are  running,  air  con- 
ditioners or  heaters  are  on,  and  trunks 
are  open  and  ready  for  luggage. 

■  A  computer-generated,  personal- 
ized rental  contract  is  waiting  for  each 
traveler  in  the  car  assigned  to  him  or 
her.  The  contract  already  reflects  the 
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traveler's  appropriate  corporate  rate, 
the  traveler's  insurance  preferences 
and  credit-card  information. 

■  The  traveler  drives  the  car  to  the 
gate,  stops  to  show  a  valid  driver's 
license  and  then  departs. 

The  #1  Club  Gold  Service  eliminates 
all  the  hassles  from  car  rental.  There 
are  no  counters  at  which  to  wait,  no 
clerks  with  whom  to  deal,  no  keys  to 
collect,  no  parking  lots  to  roam  and  no 
contracts  to  sign.  Hertz  has  invested 
more  than  $20  million  to  develop  #1 
Club  Gold  Service  and  expects  to  have 
it  operating  at  about  20  U.S.  airports 
by  the  end  of  the  year. 

Gold  Service  "takes  all  the  bureau- 
cracy out  of  renting  cars,"  says  Frank 
A.  Olson,  Hertz  chairman  and  chief 
executive  officer. 

Continued  on  page  21 


At  The  End  Of  The  Day,  Other  Business  Traveli 
You  Enjoy  A  Guest  Quarters  Surra 
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TWA 


has  developed 


St.  Louis  into  a  popular  destination  for 
hassle-free  and  cost-effective  corpo- 
rate meetings  thanks  to  the  airline's 
year-old  "Meeting  Planning  Service." 

The  planning  service  does  all  the 
detail  work  for  overburdened  corpo- 
rate meeting  planners.  One  toll-free 
call  to  a  TWA  meeting  planning  spe- 
cialist (1-800-TWA-MEET)  puts  the 
airline's  vast  resources  in  St.  Louis  at 
the  corporate  planner's  disposal. 

"Corporate  planners  love  our  ser- 
vice because  they  can  concentrate  on 
the  substance  of  their  meetings 
while  we  handle  the  details,"  explains 
Shannon  Jeter,  TWA  manager  of 


MEET  ME  IN  ST.  LOUIS 

meeting  services.  "They  do  what  they 
do  best,  plan  useful  meetings.  And 
they  have  us  do  what  we  do  best,  put 
St.  Louis  and  its  facilities  at  their 
service." 

What  does  TWA's  Meeting  Planning 
Service  offer?  Among  other  things: 

■  Selecting  meeting  rooms, 
scheduling  audio-video  equipment  and 
arranging  catering  and  personalized 
party  planning. 

■  Arranging  discount  air  fares, 
reservations,  advance  seating  on  TWA 
flights,  ground  transportation  and 
hotel  reservations. 

■  Guaranteeing  on-time  delivery 
of  essential  packages  and  coordinat- 


ing the  schedules  of  meeting  partici- 
pants. 

Why  St.  Louis  for  meetings?  Three 
reasons,  says  Jeter:  St.  Louis  is  cen- 
trally located  and  easy  to  reach 
because  TWA's  hub  at  Lambert  Field 
offers  daily  flights  to  and  from  cities 
throughout  the  U.  S.,  Europe  and  the 
Middle  East;  it  has  "a  terrific  value" 
compared  with  other  cities  favored  by 
corporate  meeting  planners;  and,  final- 
ly, St.  Louis  is  a  great  city. 

"We  surprise  everyone  who  comes 
here,"  Jeter  says.  "They're  stunned  by 
what  St.  Louis  has  to  offer.  It's  got 
great  restaurants,  great  nightlife  and 
excellent  meeting  facilities." 


b  To  A  Hotel  Room. 
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Valley  Forge      Tampa  Int'l  Airport,  FL    Troy,  MIlDelroitl 
1  facilities  not  available  at  certain  locations 


Washington,  D.C.  Area:     2500  Pennsylvania  Ave ,  NW 


The  end  ot  the  day  is  a  crucial  time.  It's  when  you 
need  to  relax,  re-focus  and  re-energize. 

That's  why  you  reward  yourself  with  a  stay  in 
a  civilized,  professional  place.  Guest  Quarters 
Suite  Hotels. 

You'll  see  an  understanding  of  business 
professionals  in  all  we  offer.  Spacious  two-room 
suites  that  are  fully  appointed,  smartly  designed 
and  highlighted  with  homey  touches.  Perfect  for 
working,  entertaining  or  relaxing. 

There's  impressive  form  and  practical  function 
designed  into  each  hotel.  A  complimentary 
continental  breakfast  and  Private  Manager's 
Reception  every  day.  Facilities  for  keeping  fit*. 
And  a  casual  elegance  well  suited  to  the  life 
you  lead. 

Guest  Quarters  Suite  Hotels  are  a  professional 
oasis.  They  maximize  your  business  travel 
experience.  All  for  the  price  of  a  room  at  other 
first-class  hotels. 

That's  why  we're  the  preferred  suite  hotel  of 
frequent  business  travelers.  We  planned  it  that  way 
all  along. 

Guest 
Quarters 

SUITE  HOTELS 
A  rewarding  business  experience. 

1-800-424-2900 

In  the  Washington,  D.C.  area,  call  S61-6610. 


American  Airlines  now  offers  daily  seriice  to  13  cities  throughout  Europe.  In  fact,  we've  just  added 
Brussels,  Lyon,  Hamburg  and  Stockholm  to  a  list  that  includes  London,  Paris,  Frankfurt,  Madrid, 
Munich,  Duesseldorf,  Manchester,  Zurich  and  Geneva. 


American  was  named 
"Best  Transatlantic  Airline" 
in  a  1988  reader 
survey by  Londons 
Kxecutiiv  Trcuel 
magazine. 


}bu  '11  find  thousands  of  Express  Cash 

dispensers  tljroughout  Europe,  and 

American  Express  will  even  messenger 

cash  to  you  in  an  emergency 


IXKE  WO  GREArAMERICANS  TbEUROPE 

And  Get  TtiE  Best  Of  Both  Worlds. 


Few  companies  understand  the  needs  of  the 
nerican  business  traveler  like  American  Airlines 
id  American  Express.  So  when  you  fly  American 
dines  to  Europe,  you  enjoy  great  American  service, 
ong  with  comfort  and  amenities  once  found  only 
1  European  carriers.  Add  the  many  benefits  of  using 
e  American  Express®Card,and  you  know  this  is  one 
isiness  trip  that's  destined  for  success. 


WOT  TmwtiuM 


lerary  changes?  American  Airlines  has  reservations 
offices  throughout  Europe.  Our  English-speaking 
professionals  are  just  a  phone  call  away. 


The  American  Express®  Card  provides 

business  travelers  with  a  level  of  service  that 

insures  confidence  and  peace  of  mind, 

both  on  the  road  and  at  home. 


With  a  choice  of 
13  European  cities, 
our AAdvantage® 
travel  awards 
program  members 
can  earn  substantial 
mileage  credits. 


lunericanAirlines 

Something  special  to Europe. 


Cards 


rican  Airlines  reserves  the  right  to  change  the  AAdvantage  program  without  notice,  and  to  end  the  program  with  six  months  notice 
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LUGGAGE  FOR  THE  BUSINESS  TRAVELER 


here  was  a  time,  not  too  long 
ago,  when  everyone  in  America,  per- 
haps every  traveler  in  the  Western 
world,  owned  the  same  kind  of  lug- 
gage: a  matching  five-piece  set. 
Regardless  of  color,  the  set  appealed 
to  the  lowest  common  denominator  of 
travelers'  needs. 

But  that  mass-market  treatment  of 
baggage  is  changing  and,  by  the  stan- 
dards of  the  glacially-paced  luggage 
industry,  changing  at  a  rapid  rate. 

"People  are  less  interested  in  the 
five-piece  set,"  says  Robert  K. 
Ermatinger,  executive  vice  president 
of  the  Luggage  and  Leather  Goods 
Manufacturers  of  America.  Today's 
travelers,  Ermatinger  told  Travel  & 
Leisure  magazine's  Suzy  Gershman, 
"want  one  or  two  good  pieces  with  a 
quality  carry-on  or  hanging  bag." 

Bob  Farnsworth,  vice  president  of 
marketing  and  sales  for  Hartmann 
Luggage  Company,  says  the  major 
change  in  luggage  during  the  last 
decade  has  been  the  growth  of  the 
carry-on  segment  of  the  industry. 
Favored  by  frequent  business  travel- 
ers who  are  too  busy  to  wait  for  their 


tumbl<  off  airport  baggage 
rhaps  too  smart  to 
is  to  the  airlines 
tyli  now  w!, 
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much  of  their  energy. 

Luggage  manufacturers  once  limit- 
ed the  number  of  types  of  smaller 
carry-on  bags  they  produced,  but  now 
they  offer  a  range  of  styles  aimed  at 
servicing  the  particular  needs  of  all 
types  of  business  travelers. 

"There's  been  a  surge  in  the  num- 
ber of  styles  of  hangbags  designed  for 
carry-on  use,"  says  Farnsworth.  "At 
the  same  time,  the  number  of  styles  of 
soft-sided  pullman  cases  suitable  for 
carry-on  also  have  increased." 
Manufacturers  are  offering  more 
types  of  carry-on  duffel  bags,  club 
bags,  totes  and  valises,  too.  "The 
whole  point,"  says  Farnsworth,  "is  to 
offer  the  carry-on  customer  the 
widest  selection  of  styles  and  options 
possible." 

Hartmann's  current  bestseller  is  a 
hanging  bag  that  can  accommodate 
four  suits.  The  "four-suiter,"  says 
Farnsworth,  "is  the  dominant  bag  in 
everyone's  line."  A  four-suit  hanging 
bag  is  too  large  to  stow  underneath  an 
airline  seat  or  in  an  airplane's  over- 
head compartment,  but  it  is  a  carry- 
on  case  just  the  same.  "It  holds  a  lot 
of  clothing,  and  it  fits  in 
most  any  airline's  closet," 
explains  Farnsworth. 
Another  factor  con- 
tributing to  the  growth  in 
the  number  of  styles  of 
carry-on  bags  being  pro- 
duced is  the  different 
manner  business  travel- 
ers choose  to  pack.  Some 
business  executives  like 
to  pack  everything  into 
one  space.  These  travel- 
ers usually  prefer  carry- 
on  bags  that  emphasize 
one  large  "open  cavity."  Other  travel- 
ers, Farnsworth  says,  "like  to  com- 
partmentalize. They  want  their  lug- 
gage to  have  separate  compartments 
for  running  gear  or  hair  dryers." 


AMONG 

OUR  MANY 

DISTINGUISHED 

HOTELS. 


AMSTEL  HOTEL 

Amsterdam.  The  Netherlands 


INTER-CONTINENTAL 
LONDON 

London.  England 

THE  MARK  HOPKINS 
INTER-CONTINENTAL 

San  Francisco.  California 

THE  MAY  FAIR 

London,  England 

INTER-CONTINENTAL 
NEW  YORK 

New  York  City,  New  York 

INTER- CONTINENTAL 
RIO 

Rio  de  Janeiro.  Brazil 

SEMIRAMIS 
INTER-CONTINENTAL 

Cairo  Egypl 

INTER-CONTINENTAL 
SEOUL 

Seoul.  Korea 

INTER-CONTINENTAL 
SYDNEY 

Sydney.  Australia 


SUCCESS  HAS  ITS  OWN  REWARDS. 
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INTER-CONTINENTAL 
HOTELS 


It's  where  you  go  wlien  'you've arrived* 
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H)R  RESERVATIONS  AND  INE0RMA1I0NCALI  TOLL-FREE  USA  1800  3i  AGAIN  INDIVIDUALS' 1-80U  327  1177  (GROUPS)  CANADA  1-800-327  0200 

OR  CONTACT  YOUR  TRAVEL  AGENT 
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Continued  from  page  15 

STOP  FOR  BUSINESS 

Another  tactic  executives  use  to  light- 
en their  load  on  the  road  is  to  stay  at 
hotels  that  specialize  in  catering  to  fre- 
quent travelers.  The  worldwide  Inter- 
Continental  Hotel  chain,  for  example, 
is  a  special  favorite  of  experienced 
travelers.  That's  because  more  than 
85  %  of  the  chain's  customers  are 


business  travelers,  so  the  hotels  know 
what  executives  need  and  expect. 
At  the  Inter-Continental  hotels  in 
Miami,  Maui,  New  York,  San 
Francisco  and  Washington,  for  exam- 
ple, travelers  can  view  their  accounts 
on  the  television  screen  and  check  out 
via  video  without  ever  stopping  at  the 
front  desk. 

The  Strand  Inter-Continental  in 
Helsinki  offers  business  executives 
phones  with  computer  modems. 
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portable  fax  machines,  cellular 
phones,  and  laptop  computers.  The 
Inter-Continental  in  Manila  provides 
24-hour  butler  service,  fax  machines 
and  in-room  personal  computers.  The 
Keio  Plaza  Inter-Continental  in  Tokyo 
offers  tele-conferencing  and  a  full  busi-  j 
ness  center.  The  Furama  Inter- 
Continental  in  Hong  Kong  provides 
cellular  phones  and  prints  business 
cards  for  guests  in  English,  Chinese  or  | 
Japanese.  The  Inter-Continental  in 
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AUTOMATING  FOR  SIMPLICITY 


he  needs  of  the  American  busi- 
ness traveler  are  likely  to  change  dra- 
matically in  1992,  the  year  the 
European  community  is  scheduled  to 
become  an  amalgamated  marketplace. 
But  employee-owned  Avis,  the  car- 
rental  giant,  is  taking  steps  to  anticipate 
those  changes  and  effectively  service 
the  business  traveler  and  his  company. 
Already  the  overall  market  leader  in 


says  Russell  James,  Avis  corporate 
vice  president.  "The  global  traveler 
needs  simplicity  and  consistency 
everywhere  he  travels,  and  you  can 
only  get  that  with  a  real-time,  on-line 
operation.  When  you're  in  a  manual 
environment,  there  are  all  sorts  of 
complexities  and  problems." 

Thanks  to  the  "Wizard  of  Avis"  net- 
work, which  has  been  growing  and 


Europe — Avis  controls  60  %  of  the 
Spanish  car  rental  market — the  com- 
pany is  in  the  midst  of  a  worldwide 
expansion  and  a  drive  to  automate  and 
bal  network  of  about 

tha        automated 


improving  since  1972,  Avis  already 
offers  an  impressive  roster  of  world- 
wide services. 

For  the  individual  business  traveler, 
James  says,  The  Wizard  of  Avis  net- 
work insures: 

■  A  consistent  level  of  services 
worldwide.  "Our  'Rapid  Rental'  and 


'Rapid  Return'  programs  are  all  inter- 
national. Everywhere  our  customers 
go,  they  can  expect  the  same  level  of 
service  as  they  receive  at  U.S.  loca- 
tions." 

■  Real-time,  on-line  recognition. 
"Whatever  discounts  or  programs  are 
contracted,  the  customer  will  get 
immediately.  There's  no  fear  that  they 
won't  receive  what  they've  been 
promised." 

For  the  corporate  decision  maker 
who  buys  car-rental  services,  the  Avis 
network  is  also  invaluable.  "Thanks  to 
automation,  we  can  guarantee  their 
rate  all  over  the  world,"  says  James. 
"There's  also  a  familiarity  of  service. 
The  network  allows  us  to  offer  totally 
global  automated  billing.  And  it's  all 
centrally  billed.  The  company  doesn't 
have  to  worry  about  rental  bills  filter- 
ing in  from  isolated  places  all  over 
the  world." 

The  strength  of  the  Wizard  network 
has  led  to  several  unique  products. 
Avis  offers  customers  "Worldwide 
Weather  Update,"  a  service  that 
provides  current  weather  conditions 
around  the  world.  The  Wizard  net- 
work also  supports  "On  Call  Europe," 
a  24-hour,  English-language  travel 
assistance  service.  There's  even  the 
"Avis  Britain  Message  Center"  that 
operates  as  an  around-the-clock 
personal  answering  service  for  Avis 
customers  renting  a  vehicle  in  Britain. 


Why  former  hyatt  guests 
stopped  climbing  the  walls 


every  suite  comes  with  two 
color  televisions  and  two 
phones  for  your  comfort. 
And  there's  more. . . 
Food  for  free . . . 
instead  of  food  for 
thought. 
You'll  wake  up  to 
rmore  than  the  alarm  at  an 


I  *  A&OOT 
P  0/V\  ANP 
'  >OREP" 


And  more . . . 
Can't  wait  to  get  back . . .  instead 
of  can't  wait  to  get  packed. 

No  wonder  over  90  percent 
of  the  travelers  who  come  to 
our  door  plan  to  come  back  on 
another  trip.  They're  smart 
business  people  who  figure 
getting  more  without  paying 


For  the  price  of  their  room, 

you  can  get  your  paws  on 

all  this. 

You  don't  have  to  be 
a  fat  cat  to  enjoy  The 
Suite  Life®  An  Embassy 
Suites®  hotel  welcomes 
you  to  a  world  of  extras 
you  don't  pay  extra  for. 
Room  for  enjoyment . . . 

instead  of  room  for 
improvement. 

There  s  a  difference 
between  a  hotel  room  and 
a  hotel  with  room.  Your 
Embassy  Suite  gives  you  a 
spacious  living  room  along 
with  your  private  bedroom . 
for  all  the  same  reasons  you 
don't  have  just  one  room 
at  home. 

Plus  there's  a  convenient 
wet  bar  with  refrigerator,  and 
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Embassy  Suites  hotel . . .  like  a 
delicious  free  breakfast,  cooked 
from  scratch  to  your  order,  and 
served  in  the  cozy  greenery  of 
our  atrium. 
And  more . . . 
On  the  house . . .  instead  of 
on  the  bill. 
Every 
evening 
you'll  be 
invited  to 
unwind 
with  your 
favorite 
beverage 
at  our  free 
Manager's 
Reception, + 
hosted  for  two  re- 
laxing hours  in  the  friendly 
atmosphere  our  open  atrium 
offers. 


+  Subject  to  state  and  local  laws. 


more  makes  both  dollars  and 
sense.  And  that's  a  value  worth 
getting  your  paws  on. 


EMBASSY 
SUITES 

1-800-EMBASSY 

In  Canada:  1-80X3-458-5848 


Its 
Not  Just 

Myjoh. 
Its  My 

f^l  •/  car 

Company 


THAT'S  WHY  I  CAN  GET  YOU  OUT 
OF  HERE  IN  NEXT  TO  NO  TIME. 

When  you  hear  us  say,  "We're  trying  harder 
than  ever,"  what  does  that  mean  to  you?  It 
means  when  you're  on  the  go,  we're  going 
to  get  you  going  as  fast  as  we  can.  Because 
every  employee-owner  of  Avis,  Inc.  under- 
stands that  our  success  means  keeping 
you  satisfied. 

Whether  you're  renting  with  our  Avis 
Express®  service  or  dropping  off  your  car 
with  Roving  Rapid  Returnf  we're  making 
our  fast  service  even  faster.  Matter  of 
fact,  since  we  bought  the  place,  we've 
added  over  50  more  Roving  Rapid  Return 
locations  across  the  country  for  your 
convenience. 

Combine  all  that  service  with  our 
competitive  rates  and  well-maintained  GM 
and  other  fine  cars  and  you've  got  a  lot  of 
good  reasons  to  rent  from  the  employee- 
owners  of  Avis.  Just  call  an  owner  today 
at  1-800-331-1212  or  call  your  travel 
consultant.  Find  out  how  our  company 
can  make  your  job  a  little  easier. 
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We're  trying  harder  than  ever. 
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Advertisement  24 


A  meeting  room  in  the  sauna  at  the  Strand  Inter-Continental  Helsinki. 


Seoul  offers  secretarial  services,  binds 
books  and  prints  business  cards  in 
Korean.  The  Taj  Inter-Continental  in 
New  Delhi  prints  stationery  and  binds 
documents  for  its  business  guests. 
Best  of  all,  most  of  the  more  than 
100  Inter-Continental  hotels  in  48 
countries  provide  two  crucial  ameni- 
ties business  travelers  need  to  keep 
pace  with  their  hectic,  globe-trotting 
schedules:  24-hour  room  service  and 
same  day  laundry  and  valet.  ■ 

Angelo  Anthony  is  a  New  York-based 
journalist  who  travels  more  than 
100,000  miles  on  business  each  year. 
Designed  by  November  and  Lawrence, 
Inc.  Illustrations  by  Marty  Norman. 
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BEYOND  AMERICA  FOR  AMERICAN 


.. 


merican  Airlines  begins  daily 
service  to  Stuttgart,  West  Germany, 
next  month,  yet  another  international 
achievement  for  an  airline  that 
only  began  to  serve  Europe  several 
years.ago. 

The  New  York-Zurich-Stuttgart  ser- 
vice marks  the  14th  European  city 
American  serves  in  seven  countries. 
Now  the  nation's  largest  carrier, 
American  operates  2,200  flights  a  day 
to  150  destinations,  including  Japan; 
seven  cities  in  Mexico;  three  destina- 
tions in  Canada,  and  more  than  15 
cities  in  South  America  and  the 
Caribbean. 

American's  international  growth 
began  in  1982  with  service  to  London 
from  Dallas/Ft.  Worth,  the  airline's 
largest  domestic  "hub."  In  the  seven 
intervening  years,  American's  interna- 
tional service  has  expanded  to  impor- 
tant business-travel  cities  such  as 
Tokyo,  Frankfurt,  Manchester,  Paris, 
Dusseldorf,  Brussels,  Stockholm  and 
Geneva. 

More  than  1.3  million  passengers 
are  expected  to  fly  on  American's 
European  routes  in  1989,  a  30  % 


increase  over  last  year.  The  airline 
has  doubled  the  number  of  employees 
in  Europe  to  1,100  in  just  18  months. 
It  even  boasts  the  youngest  transat- 
lantic fleet  with  an  average  airplane 
age  of  3.8  years. 


Barcelona,  Spain.  It  is  also  hoping  to 
begin  service  from  Dallas  to  Sydney, 
Australia  and  Auckland,  New  Zealand. 

How  have  travelers  taken  to 
American's  international  service? 
Pretty  well,  if  awards  are  any  indica- 


Next  year  American  has  applied  for 
the  right  to  fly  passengers  between 
Chicago,  Rome  and  Milan.  The  carrier 
also  is  considering  daily  service 
between  its  hometown,  Dallas,  and 


tion.  Readers  of  Britain's  respected 
Executive  Travel  Magazine  named 
American  the  "Best  Transatlantic 
Airline"  last  year,  topping  British 
Airways  for  the  first  time. 


The  combination  that 
opens  doors  for 
Americans  in  Europe. 

r     When  it  comes  to  simplifying  business  travel 
abroad;  Lufthansa  and  the  American  Express*  \A 
Card  make  the  perfect  combination. 

Lufthansa  offers  the  extras  that  count  -  et 

to  First  and  Business  Class  passengers  flyi 
from  the  U.S.  to  Europe;  extras  that  include  i 
cial  check-in  privileges,  a  unique  series  of  cash- 
backed  guarantees  and  First  Class  upgra 
U.S.  connecting  flights.  And  the  America 
Card  provides  the  Global  Assist  SMhcM 
24-hour,  toll-free,  emergency  referral  progra 
Not  to  mention  easy  access  to  cash  at  2 
ATM's  worldwide  for  Cardmembers  enrolled 
in  Express  Cash.  A 

Making  business  travel  an  uncomplicated  busi- 
ness is  as  easy  as  choosing  the  right  airline 
and  charge  card.  For  your  free  Lufthansa  etc  kit, 
send  in  the  coupon  below.  To  apply  for  the 
American  Express  Card,  call  1 -800-TH E-CARD. 

People  expect  the  world  off  us: 

-j  Lufthansa 

German  Airlines 


, 


CKiiAiEsa 


'RES* 


For  your  free  Lufthansa  etc  kit 
send  to: 

Lufthansa  German  Airlines 
Dept  UM12 

6  Cherry  Valley  Terminal  Rd. 
West  Hempstead,  NY  11552 

or  call  toll-free  1-800-645-3880. 


Name  (Please  Print) 


Address 


Cards 


City 


Slate 


Zip 


Phone  number 
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Regions/Florida 


Like  their  California  peers  before  them, 
Florida's  state  and  local  planning  bureau- 
crats seem  determined  to  mire  their  devel- 
opers in  new  rules  and  regulations. 

Florida's  great 
red  tape  swamp 


By  James  Drummond 


The  horror  stories  are  multiplying. 
An  example:  Fort  Lauderdale's 
wealthy  Horvitz  family  has  fought 
Florida's  land  planning  bureaucracy 
for  ten  years.  Their  goal:  to  build  a 


luxury  residential  community  and 
marina  on  their  1,600  acres  of  water- 
front property,  considered  by  many  to 
be  the  best  big  coastal  site  left  in 
southern  Florida.  Their  development 
outfit,  Hollywood  Inc.,  spent  at  least 
$2  million  on  plans,  paperwork  and 


lawyers,  and  appeared  before  an  as- 
sortment of  state,  city  and  county 
agencies  and  boards.  Still  the  red  tape 
multiplied.  The  Horvitzes  filed  thick 
piles  of  forms,  applications  and  mem- 
oranda. The  upshot:  The  Horvitzes 
won  permission  to  build  apartments, 
homes  and  warehouses  on  300  acres, 
but  no  marina.  In  exchange,  they  had 
to  agree  to  sell  the  remaining  1,300 
acres  to  the  state  and  Broward  County 
as  part  of  an  effort  to  preserve  a  man- 
grove swamp. 

Or  take  the  case  of  David  T.  McWil- 
liams,  who  spent  three  years  wringing 
approval  from  half  a  dozen  local,  state 
and  federal  agencies  to  build  a  small 
subdivision  on  70  acres  near  Cape  Ca- 
naveral. After  McWilliams  started 
construction  on  six  houses  and  15 
condos,  the  U.S.  Army  Corps  of  Engi- 
neers abruptly  slapped  him  with  a 
cease-and-desist  order  and  stopped 
construction  cold  for  six  months. 
Only  when  McWilliams  agreed  to 
plant  cordgrass  and  mangroves  along 
2  miles  of  nearby  waterfront  (at  a  cost 
of  more  than  $30,000)  did  the  Corps 


David  T.  McWilliams  and  cordgrass  at  tlx  development  near  Cape  Canaveral 

The  feds  shut  him  down  until  he  agreed  to  plant  new  grass  and  mangrove. 
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The  sky  has  never  been  clearer. 


You  are  looking  at  a  sky  full  of 
aircraft. 

You're  seeing  it  on  a  totally  new 
display  system  developed  by 
Raytheon. 

It  is  a  major  element  of  the 
FAAs  Advanced  Automation 
System.  The  new  generation  of  air 
traffic  control. 

The  display  is  designed  to  put  all 


the  information  an  air  traffic  con- 
troller needs  on  big,  bold  screens. 

It's  as  easy  to  read  in  bright 
light  as  it  is  in  a  darkened  room. 
And  colors  help  define  storms  an< 
highlight  important  information. 

Every  piece  of  information  i: 
crisply  presented  with  incredible 
speed,  accuracy,  and  resolution. 

So  it  can  give  a  more  detailed 


f  ture  of  a  busy  sky. 

Plane  by  plane. 

It's  what  you  would  expect  from 
t  company  that's  been  involved  in 
a  traffic  control  from  the  very 
thinning. 

Who  else  would  know  the 
fidamentals  better? 

Raytheon  Company,  141  Spring 
Seet,  Lexington,  MA  02173. 


Raytheon 


Where  quality  starts  withjundamentals 


An  Orlando  subdivision  under  construction 

"If  this  law  doesn't  pinch  someone,  it  hasn't  worked. 
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allow  him  to  resume  work. 

Certainly  there  is  still  plenty  of 
money  to  be  made  building  in  Flori- 
da's vigorous  economy  these  days. 
Certain,  too,  is  the  fact  that  many 
poorly  thought  out  projects  are  infect- 
ing Florida's  fastest-growing  and  most 
populated  counties.  Among  the  dis- 
eases are  traffic  congestion,  declining 
water  quality,  inadequate  public  ser- 
vices and  damage  to  the  Everglades. 

But  in  attacking  the  problems  of 
growth,  Florida's  bureaucrats  and  en- 
vironmentalists are  going  to  the  same 
kind  of  extremes  their  California 
peers  went  to  a  decade  or  so  ago. 

At  the  center  of  Florida's  anti- 
growth  movement  is  the  recently 
passed  Growth  Management  Act, 
which  takes  effect  this  year  and  next. 
The  new  law  means  building  morato- 
riums in  some  of  the  state's  most 
crowded  areas  such  as  suburban  Mi- 
ami and  Tampa.  The  law  requires  lo- 
cal planners  to  halt  construction  proj- 
ects in  areas  that  need  more  schools, 
roads,  parks  or  any  other  public  ser- 
vice. One  large  Miami  Beach  hotel 
project  was  recently  stopped  because 
planners  felt  rhere  were  inadequate 
parks  in  the  area  Never  mind  the 
beach  on  the  project 
planners  don't 
coui  pari  in  their  com- 


putet model. 

Thomas  Pelham,  secretary  of  Flori- 
da's main  planning  body,  the  state 
Department  of  Community  Affairs, 
insists  the  new  growth  management 


Planning  czar  Thomas  Pelham 
Rejecting  50%  of  local  plans . 


law  will  not  result  in  widespread  con- 
struction stoppages,  thanks  to  ap- 
proved projects  that  are  already  in  the 
pipeline. 

Maybe.  But  who  will  pay  for  the 
new  public  works  that  Florida's  new 
statute  requires?  The  law  is  plain:  Ei- 
ther the  local  government  or  the  de- 
veloper must  foot  the  bill.  But  don't 
hold  your  breath  waiting  for  a  check 
from  local  governments.  Florida  poli- 
ticians at  all  levels  have  been  unwill- 
ing to  raise  taxes.  Despite  the  state's 
growth,  Florida  has  the  lowest  tax  rate 
as  a  percentage  of  personal  income  of 
all  but  three  states,  according  to  a 
1987  survey.  Meanwhile,  Florida  poli- 
ticians resort  to  back-door  taxation  by 
raising  fees  on  new  building. 

The  growth  management  law  also 
requires  that  each  of  the  state's  458 
local  agencies  publish  a  detailed  local 
growth  plan;  the  plans  must  be  sub- 
mitted for  state  approval.  At  the  top  of 
this  bureaucratic  pyramid  is  Pelham's 
powerful  Department  of  Community 
Affairs  in  Tallahassee.  It  has  rejected 
half  of  the  plans  it  has  so  far  received. 

As  a  practical  matter,  all  this  means 
that  state  and  federal  planners  are 
controlling  growth  by  burying  build- 
ers in  fees  and  red  tape.  Builders  now 
routinely  deal  with  at  least  a  dozen 
different      agencies      and      navigate 
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rRACK  RECORD.  Deer,  turkey  and  other  animals  love  living  in  International 
Paper  forests.  It's  because  we  manage  our  woodlands  in  imaginative  ways  that 
benefit  man  and  wildlife  alike.  Take  the  methods  our  foresters  use  to  control 
jndergrowth  that  competes  with  trees  for  water  and  nutrients.  Naturally  they 
mprove  tree  growth.  But  they  also  assure  browsing  animals  a  food  supply  that 
ioesn't  outgrow  their  reach.  Thanks  to  such  resourceful  practices,  the  flash  of  white- 
ails'  hooves  and  the  natterings  of  wily  old  gobblers  are  far  more  common  sights 
ind  sounds  in  International  Paper's  forests  than  on  unmanaged  lands.  Many  kinds 
)f  creatures  depend  on  the  land.  We're  committed  to  managing  the  forests  we  con- 
rol  in  the  interests  of  all  of  them.  INTERNATIONAL  (^£)  PAPER.  Use  our  imagination. 


©1989  International  Paper  Company 


Glenn  Cross  and  a  gopher  tortoise  on  bis  4,H00-acre  project 

Though  the  animals  are  not  endangered,  the  state  ordered  him  to  cede  BOO  acres  for  a  preserve. 
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through  a  maze  of  regulations  that 
support  small  armies  of  lawyers  and 
consultants. 

Yet  state  officials  insist  that  all  this 
red  tape  will  not  discourage  business 
people.  "We're  not  going  to  screw  the 
tap  so  tight  that  it  breaks  the 
threads,"  promises  John  M.  DeGrove, 
the  former  head  of  the  top  planning 
agency,  who  wrote  much  of  the  new 
law.  "But,"  he  quickly  adds,  "if  this 
law  doesn't  pinch  someone,  it  hasn't 
worked." 

In  the  last  five  years  scores  of  new 
local  planning  agencies  have  sprouted 
up  in  the  Sunshine  State,  all  orches- 
trated by  the  irrepressible  state  plan- 
ning bureaucracy.  On  top  of  that,  fed- 
eral agencies — acting  on  a  mandate 
from  President  Bush — are  cracking 
down  hard  to  protect  the  wetlands, 
low-lying  areas  rich  with  marine  life 
and  birds,  and  key  to  Florida's  water 
supply. 

No  one  argues  that  Florida's  marsh- 
land isn't  worth  preserving,  but  the 
wetlands  protection  bureaucracy  is  al- 
most a  government  unto  itself.  The 
feds  now  have  competition  from  pow- 
erful new  state  agencies  such  as  re- 
>\  water  districts  and  a  state 
i  of  the  U.S.  Environmental 
acy,  the  Florida  De- 
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partment  of  Environmental  Regula- 
tion. Each  agency  not  only  has  its  own 
regulatory  authority  (frequently  over- 
lapping, sometimes  contradictory) 
but  also  has  its  own  definition  of  wet- 
lands. These  days  in  Florida  any  place 
a  bird  could  conceivably  land  and  get 
its  feet  wet  could  be  considered 
wetlands. 

But  even  on  drier  ground,  develop- 
ers hit  snags.  Thanks  to  three  gopher 
tortoise  sightings  on  a  4,800-acre 
planned  development  north  of  Tam- 
pa, the  state's  Fresh  Water  Fish  &. 
Game  Commission  recently  ordered 
Shimberg  Cross  Co.  to  cede  600  acres 
of  its  project  for  a  preserve.  The  small 
land  turtle,  which  is  not  an  endan- 
gered species,  has  prompted  similar 
concessions  on  more  than  one  large 
project,  including  a  luxury  hotel  site 
in  Fort  Lauderdale. 

Buyers  of  new  homes  in  Florida  will 
be  among  the  first  to  feel  the  brunt  of 
the  antidevelopment  movement.  This 
is  because  developers  will,  whenever 
they  can,  pass  along  their  increasing 
costs  to  consumers.  The  average  Flor- 
ida home  buyer  already  pays  an  esti- 
mated $5,000  per  house  for  fees  and 
planning  charges.  Builders  say  that 
will  now  rise  to  at  least  $10,000  per 
home  within  four  to  five  years,  thanks 


to  the  new  growth  management  law. 
On  the  horizon  is  California  (which, 
like  Florida,  has  capped  property  tax- 
es), where  fees  and  permit  costs  now 
add  as  much  as  $30,000  to  the  price  of 
the  average  home. 

Developers,  of  course,  have  paid 
"impact  fees"  for  years  in  Florida  to 
help  pay  for  public  services.  But  no 
matter  how  much  the  government 
can  extract  from  new  development,  it 
will  be  far  short  of  what's  needed.  The 
state  requires  an  estimated  $50  bil- 
lion to  bring  public  services,  mainly 
roads,  up  to  par  just  for  the  building 
that  has  already  occurred.  Complains 
Robert  D.  Krieff,  a  Broward  County 
builder:  "We  can't  pay  for  the  ills  of 
the  past  15  years." 

How  will  the  new  law  affect  Flori- 
da's overall  economy,  which  has  been 
growing  very  rapidly  of  late?  No  one  is 
sure,  but  one  statistic  makes  every- 
one jittery:  Builders  say  that  a  third  of 
the  state's  economy  is  tied  to  con- 
struction. Uncertainty  over  the  new 
law  has  already  depressed  large  land 
transactions. 

"Everybody  who  owns  land  in  Flori- 
da is  nervous,"  says  a  real  estate  man- 
ager for  a  big  institutional  investor. 
"It's  not  in  anybody's  interest  to  cre- 
ate an  economic  disaster."  ■ 
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The  good.  The  bad.  The  ugly. 


You've  seen  it  all  before.  Fuzzy,  curly,  blurry  faxes.  Faxes  that  are  streaked  or 
itorted.  Faxes  that  seem  to  do  everything  except  the  one  thing  you  bought  a  fax 
"—get  your  message  across  quickly  and  clearly. 

But  with  a  Canon  FAX-630  or  FAX-850  you'll  never  need  to  see  it  again.  Be- 
ise  vour  fax  is  printed  on  plain  paper.*  The  same  kind  you  use 
>ry  day.  So  you  can  write  right  on  your  faxes  and  handle  or  file 
;m  without  smearing  or  fading. 

Unlike  some  faxes  which  produce  images  that  ap- 
ar  blurred  or  "fuzzv,"  Canon's  exclusive  UHQ  imaging 
tern  uses  a  special  Edge  Enhancement  feature,  which 
>  you  send  even  the  most  detailed  text  and  graphics 
h  four  times  more  depth  and  clarity  than  any  conven- 
nal  facsimile. 

Even  illustrations  or  photographs  can  be  transmit- 
in  an  incredible  64  shades  of  gray  with  UHQ's  Error 
fusion  Method  for  image  quality  that  guarantees  all 
ir  ideas  will  come  out  just  the  way  you  pictured  them. 

And  for  larger  applications,  the  FAX-850's  standard  2MB  of  memory  make  it 
•ideal  hub,  or  central  point,  in  a  fax  network. 

So  if  you're  tired  of  seeing  the  same  old  sad  faxes,  see  the  plain  paper 
<-630  or  FAX-850  at  your  Authorized  Canon  Facsimile  Dealer  or  call 
)0-OK-CANON.  And  seejust  how  good  your  faxes  can  be.         Thermal  mntfer pi™ paper. 


FAX-630 
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Canon 


FAX 
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Communicating  Quality 
UHQ 
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With  Medicare  curtailing  its  outlays,  non- 
profit hospitals  are  diversifying  into  for- 
profit  ventures  ranging  from  pharmacies 
to  catering.  The  results?  Sadly  predictable. 


Rx  for  red  ink 


By  Ellen  Paris 


IF  you  think  your  local  nonprofit 
hospital  only  takes  care  of  the 
sick  and  injured,  think  again. 
It  may  own  the  corner  pharmacy, 
the  local  health  club,  maybe  even 
the   catering   outfit    that   worked 
your  daughter's  wedding. 

More  than  a  quarter  of  the  na- 
tion's   3,200    nonprofit    community 
hospitals  have   diversified  into  for- 
profit  businesses  since  the  mid- 
Eighties.  Most  of  this  was  a 
knee-jerk  reaction  to  a  dramat- 
ic change  in  the  way  all  hospitals 
were  paid  by  Medicare. 

In  the  early  Eighties,  hammered  by 
heavy  health  care  costs,  Medicare 
stopped  reimbursing  hospitals  for 
whatever  they  charged.  Instead,  Medi- 
care switched  to  a  system  of  paying 
preestablished  fees  for  services,  and 
no  more.  A  hospital  would  get  only  a 
fixed  amount  of  money  for,  say,  an 
appendectomy  regardless  of  what  the 
hospital  charge  was.  Result:  "We're 
seeing  more  and  more  nonprofits  go- 
ing out  of  business,"  says  David  Lang- 
ness  of  the  Hospital  Council  of  South- 
ern California.  In  1988,  51%  of  Cali- 
fornia's 572  hospitals  were  in  the  red, 
most  of  them  nonprofits. 

Nonprofit  hospitals  began  a  mad 
scramble  for  alternative  sources  of 
revenues.  Many  formed  nonprofit 
holding  companies.  In  many  cases 
these  companies  own  and  operate  a 
wholly  owned  nonprofit  subsidiary 
(the  hospital).  But  they  also  control 
tor-profit  subsidiaries,  which  in  turn 
may  own  pharmacies,  for  example,  or 
medical  office  buildings,  medical 
equipment  companies  or  urgent  care 
centers  These  businesses  operate  just 
:iy  other  for-profit  business  and, 
irse,  pay  taxes. 

ispitals  hoped  that  the  profits 
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from  these  businesses  would  be  used 
to  buy  equipment  and  even  defray  op- 
erating expenses.  "The  idea  was  to 
create  your  own  philanthropist  with 
these  for-profit  subsidiaries,"  says 
Uwe  Reinhardt,  professor  of  political 
economy  at  Princeton. 

Better  the  hospitals  had  relied  on 
real-life  philanthropists.  Certainly 
their  forays  into  real-life  business 
have  produced  mostly  dreary  results. 

What  went  wrong?  "The  basic  les- 
son here  is  the  importance  of  focused 
diversification,"  says  Stephen  Shor- 
ten, professor  of  hospital  and  health 
services  management  at  North- 
western's  Kellogg  Graduate  School  of 
Management  and  author  of  a  new 
book  on  the  subject.  "Some  hospitals 
got  into  things  they  didn't  know 
enough  about,"  he  says. 

Indeed.  Health  One  Inc.  of  Minne- 
apolis, which  owns  eight  nonprofit 
hospitals,  tried  running  dental  clinics 
in  two  Sears  stores  in  Minnesota.  But 
that  meant  marketing  a  retail  service 
to  the  public,  something  hospital  ad- 
ministration does  not  prepare  you  for. 
Health  One  sold  the  clinics  in  1988. 
Says  Jim  Rice,  Health  One's  senior 
vice  president  of  strategic  develop- 


ment, "Operating  in  a  retail  setting, 
managing  customer  service  relation- 
ships was  just  too  tough." 

Other  examples  abound:  Romed, 
the  nonprofit  affiliate  of  Rose  Health 
Care  Systems  of  Denver,  has  a  for- 
profit  subsidiary  that  started  a  paging 
service  and  an  answering  service  com- 
pany, and  struggled  with  them  for 
nearly  two  years  before  selling.  "They 
were  just  not  good  fits  for  our  manage- 
ment," says  Peter  Leveton,  Romed's 
chief  executive. 

Another  failure:  Evangelical  Health 
Systems  of  Oak  Brook,   111.,   which 
owns  five  nonprofit  hospitals  and  two 
for-profit  home  health  care  business- 
es, bought  two  companies  that  made 
tubes  and  masks  for  anesthesia  and 
respiratory   therapy  machines.    "We 
had  them  for  three  years  and  decided 
to  stick  closer  to  our  main  business," 
says    Richard    Risk,    executive    vice 
president.    The   problem:    "The 
central  focus  of  our  company 
was  providing  health  care," 
Risk  says.  "So  we  were  not  as 
focused  on  the  for-profit  com- 
panies as  we  should  have  been, 
and  we  saw  there  was  not  going 
to  be  any  pot  of  gold  in  this." 

Unfortunately,  many  nonprofit 
hospitals  were  unwilling  or  unable  to 
hire  or  keep  managers  who  did  know 
the  new  for-profit  businesses. 

The  American  Hospital  Associa- 
tion, which  is  trying  to  track  all  this, 
says  that  of  the  18  types  of  businesses 
the  nonprofits  most  commonly  ven- 
ture into,  ranging  from  outpatient 
surgery  centers  to  retirement  hous- 
ing, only  5  have  proved  profitable. 
Those  are  on-site  and  off-site  outpa- 
tient surgery  centers,  substance  abuse 
facilities,  rehabilitation  services  and 
outpatient  diagnostic  centers. 

There  are  exceptions  to  this  dismal 
record.  But  primarily  they  are  hospi- 
tals with  the  intelligence  to  recognize 
that  being  an  entrepreneur  takes  spe- 
cial management  skills  and  the  pa- 
tience to  wait  for  a  new  business  to 
develop.  Christian  Health  Services  in 
St.  Louis,  for  instance,  started  its  for- 
profit  subsidiaries  in  1983.  Since 
then,  its  businesses  have  expanded  to 
include  a  medical  equipment  repair 
company,  a  liquid  diet  program,  two 
pharmacies  and  five  medical  office 
buildings.  Together,  however,  they 
are  just  beginning  to  show  a  marginal 
profit  of  around  4%  on  revenues  of 
$10  million.  Profits  are  being  used  to 
expand  those  businesses.  But  Chief 
Executive  Fred  Brown  is  patient.  Says 
he:  "In  today's  health  care  environ- 
ment you've  got  to  give  these  busi- 
nesses the  time  and  opportunity  to 
develop."  ■ 
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0  years  of 
pening  doors  for 
American  business 
nd  investors 


Three  keys,  a 
Triple  A  and 
opportunity 
knocking. 


These  "Triple  A"  ratings 
reflect  our  strength,  our  ability 
to  see  our  clients'  goals 
through— in  wholesale  com- 
mercial banking,  global  asset 
management,  investment 
banking,  and  trading  and  dol- 
lar funding  capacities.  We  are, 
for  example,  a  major  lender 
and  syndicator  to  American 
business,  creating  innovative 
off-balance-sheet  securitiza- 
tion packages,  acquisition  and 
restructuring  financing.  We 
also  offer  all  forms  of  tradi- 
tional bank  loans  and 
commitments.  Our  New  York 
branch  is  among  the  leading 
lenders  of  foreign  bank 
branches  in  the  U.S. 


By  any  standards,  Swiss 
Bank  Corporation's  first  50  years 
in  America  have  been  golden. 
Since  opening  our  first  office  in 
the  U.S.  in  1939,  we  have 
grown  in  size,  in  strength  and 
in  our  capability  to  serve  our 
American  clients— marketwide, 
industrywide,  nationwide, 
worldwide. 


m 


Today,  Swiss  Bank  Corpora- 
tion in  America  numbers  some 
1,600  people  with  nine  offices 
coast  to  coast.  We  also  give 
our  U.S.  clients  a  world  view 
second  to  none  with  over 
21,000  people  in  300 
branches,  subsidiaries  and 
representative  offices  on 
five  continents. 


Key  to  our  success  is  our 
faithful  adherence  to  three 
business  values— confidence, 
security  discretion.  These  val- 
ues, symbolized  by  the  three 
golden  keys  in  our  corporate 
logo,  have  served  and  con- 
tinue to  serve  our  business 
partners  and  clients  well.  We 
are  one  of  only  a  handful  of 
banks  in  the  world  rated  AAA 
by  Standard  and  Poor's,  and 
Aaa  by  Moody's. 
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Now,  we  are  opening  new 
doors  for  our  American  busi- 
ness partners  and  clients.  The 
new  doors  of  the  Swiss  Bank 
Tower— our  36- story  office 
building  now  under  construc- 
tion in  the  heart  of  midtown 
Manhattan.  And  the  new  doors 
of  222  Broadway  which  will  be 
home  to  two  new  trading 
rooms  equipped  with  state-of- 
the-art  capabilities,  including 
sophisticated  analytics, 
satellite  communications  and 
networked  data  processing 
undreamed  of  in  1939. 


50  years  of  opening  doors 
for  American  business  and 
investors— it's  a  lot  to  be  proud 
of  and  a  lot  to  build  on  in  the 
next  50  years  to  come. 


Swiss  Bank 
Corporation 

New  York.  Atlanta  Chicago,  Dallas.  Houston, 
Los  Angeles.  Miami,  San  Francisco 
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Why  18  cities  and  aii 
the  21st  Century  foi 


Automated  people  mover.  Miami  International  Airport 

From  Miami  and  Seattle  to  Frankfurt 
and  Singapore,  millions  are  discovering 
transit  systems  made  for  the  present 
and  designed  for  the  future.  They're  au- 
tomated people  movers  and  magneti- 
cally levitated  systems  called  M-Bahns, 
products  of  a  company  unique  in  the 


transportation  field:  AEG  Westing- 
house  Transportation  Systems. 

No  one  else 

combines  so  much  innovation 

with  so  much  experience. 

AEG  Westinghouse  Transportation 
Systems  combines  the  200  years 


experience  of  two  world  leaders 
a  pioneer  in  electronics  and  trans 
tion  technology,  and  Westingho 
company  with  a  proven  track  re 
systems  technology  and  p 
management. 

Their  people  movers  have 


orts  didn't  wait  till 
Mst  Century  transit. 


■  agnetically  levitated  train,  coming  to  the  giant  Rhein-Main  Airport  at  Frankfurt,  W  Germany 

H  themselves  since  the  1960s. 


v  agnetically  levitated  M-Bahns 
Hen  a  reality  since  the  early  80s. 
■  stems  virtually  eliminate  noise 
liution  and  can  cut  operating 
|l  up  to  half. 
ly're  just  two»examples  of 


AEG's  innovative  technology.  If  you'd 
like  to  know  more  about  them,  call 
us  at  (412)  655-5335.  Or  write  AEG 
Westinghouse  Transportation  Sys- 
tems, Inc.,  1501  Lebanon  Church  Rd., 
Pittsburgh,  PA  15236-1491.  Our  busi- 
ness is  the  future. 


AEG 

Member  of  the  Daimler-Benz  Group 


ALL  THESE  WILL  BE  DELIVERED. 


BUT  ONLY  TfflS  ONE  WILL  BE  OPENED 
AND  READ  M  OF  THE  TIME. 
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Today,  you  can  depend  on  your  mail  being  delivered,  but  being  opened  and  read  is  another  matter. 

Only  Western  Union  Mailgram*  messages  are  opened  and  read  93%  of  the  time. 

If  that's  the  kind  of  response  you  want,  trust  Western  Union  Mailgram  messages. 

For  more  information  call  1-800-373-6245,  DEPT.  520. 


WESTERN 
UNION 


MAILGRAM 

Speed  •  Impact  ■  Response 


The  Up  &  Comers 


Strategies 


Scrap  metal  recycling  is  a  dull,  unsexy 
business,  but  Proler  International  and 
Herman  Proler  do  well  at  it. 

Scrapman 


By  William  P.  Barrett 


VFery  few  Big  Board  company 
headquarters  have  the  ambience 
of  Proler  International  Corp. 
(1988  revenues,  including  share  of 
joint  ventures,  about  $240  million). 
Just  outside  the  executive  suite  on 


Houston's  grimy  east  side,  hundreds 
of  junked  automobiles — flattened  and 
stacked  20  feet  high — await  the  met- 
allurgic  equivalent  of  a  giant  food  pro- 
cessor. The  Prolerizer,  as  it's  called, 
spews  out  the  resulting  scrap  metal 
pieces  onto  a  football-field-size  heap, 
from  which  they  are  sold  off  to  steel 


mills.  The  setting  is  so  bizarre  that 
scenes  for  the  police  thriller  Robocop  2 
will  be  shot  there. 

Nor  are  there  many  executives 
around  like  Herman  (Hymie)  Proler, 
the  company's  polite,  61 -year-old 
chairman  and  chief  executive.  Ask 
him  what  the  scrap  recycling  business 
his  parents  founded  six  decades  ago  is 
really  worth,  and  you  get  this  infor- 
mative answer:  "The  company  is 
worth,  uh,  what  it  will  get  in  the 
market." 

Proler's  reluctance  to  be  helpful 
just  might  have  something  to  do  with 
the  growing  perception  that  his  com- 
pany, despite  a  sharp  runup  in  its 
stock  price  to  a  recent  29 'A,  is  worth  a 
lot  more  than  that  and  thus  might  be 
vulnerable  to  a  serious  takeover  ef- 
fort. In  the  fiscal  year  ended  Jan.  31, 
Proler  earned  $20  million,  or  $4.34  per 
share  adjusted  for  a  subsequent  3-for- 
1  split.  Admittedly,  that  was  a  banner 
year  in  the  notoriously  cyclical  world 
of  metals,  and  Proler,  which  sells  half 
its  product  overseas,  was  helped  fur- 
ther by  a  weaker  U.S.  dollar.  For  the 
six  months  to  July  31,  Proler  earned 
$8  million,  or  $1.59  a  share,  versus 
$11  million,  or  $2.41  share,  in  the 
same  period  a  year  ago. 

On  the  other  hand,  consider  the 
company's   latest   quarterly   balance 


Zigy  Kaluznv 


j  Herman  Proler  (sitting)  and  Robert  Mueller  at  Proler  International  Corp.  headquarters  in  Houston 
The  company  is  worth.,  uh,  what  it  will  get  in  the  market." 
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sheet.  Proler  has  lots  of  cash — $6.50  a 
share — along  with  little  debt  and  no 
preferred  stock.  It  trades  at  a  modest 
29%  premium  to  its  stated  book  value 
of  $22.67 — a  book  value  that  almost 
certainly  understates  the  company's 
true  worth.  For  instance,  Proler  has 
one-third  to  three-quarter  interests  in 
nine  joint  venture  recycling  plants 
around  the  country.  Last  year  Proler 
earned  $24  million  pretax  from  those 
ventures — while  carrying  their  assets 
on  its  books  for  only  $25  million. 

One  of  the  ventures,  a  recycling 
plant  in  Jersey  City,  N.J.,  sits  on  47 
acres  of  Hudson  River  frontage  across 
from  lower  Manhattan,  an  area  of  very 
hot  real  estate  development.  Proler's 
one-third  interest  is  quite  possibly 
worth  more  than  $8  a  share  after  tax- 
es. President  Robert  L.  Mueller  con- 
firms Proler  books  the  land  for  "quite 
a  bit"  less.  Another  understated  asset 
is  a  half-interest  in  29  acres  along 
high-priced  Boston  Harbor. 

Alan  Kahn  of  Kahn  Brothers,  a  New 
York  investment  firm,  figures  the 
company  is  worth  at  least  $40  a  share 
and  maybe  a  lot  more.  "Why  go  out 
and  buy  steel  company  stock  when 
you  can  buy  Proler?"  he  asks. 

There  are,  however,  some  good  rea- 
sons many  investors  have  steered 
clear  of  Proler.  Scrap  metal  recycling 
is  an  unsexy  business,  sitting  as  it 
does  in  the  shadow  of  the  more  glam- 
orous steel  industry.  One  of  the  few 
publicly  traded  metal  recyclers 
around,  Proler  attracts  surprisingly 
few  analysts  for  a  New  York  Stock 
Exchange-traded  enterprise. 

Management  hasn't  gone  out  of  its 
way  to  encourage  interest  in  the  com- 
pany. The  dividend  is  only  52  cents  a 
share — a  puny  1.8%  yield — and  hasn't 
changed  much  in  more  than  a  decade. 
The  use  of  joint  ventures  makes  it 
easier  to  hide  numbers.  One  analyst 
says  his  requests  to  the  company  for 
information  went  unanswered  for 
nearly  a  year. 

Another  negative:  The  scrap  metal 
recycling  business  is  terribly  frag- 
mented and  highly  competitive.  In- 
cluding the  total  output  of  its  joint 
ventures,  Proler  produced  maybe  3 
million  tons  of  ferrous  scrap  last  year. 
Even  though  Proler  is  considered  an 
industry  leader,  that's  only  something 
like  5%  of  the  estimated  60  million 
tuns  produced  annually  in  the  U.S.  for 
■  to  others. 

To  a  large  degree,   Proler's  profit 

depend  on  metal  prices,  and 

been  good  for  scrap  in  the 

hv  In  the  biggest  seg- 

less,  it  buys  junked 

ice,  about  $80  a 

vssed  metal  (go- 


ing rate  now  about  $130,  freight  in- 
cluded). Other  Proler  operations  strip 
cable  to  recover  copper  and  prune  tin 
off  steel  cans.  Overall,  the  company 
recovers  several  dozen  commodities. 
This  is  a  three-yards-and-a-cloud-of- 
dust  business.  Yet  some  of  the  result- 
ing product,  especially  copper  and  tin, 
is  more  valuable  per  pound  than  steak 
and  is  stored  in  bank-type  vaults. 

In  any  case,  Proler  seems  to  be  mak- 
ing the  right  moves.  To  even  out  the 
scrap  metal  price  cycles,  it  is  about  to 
build  a  flat  rolled  steel  minimill — 
dubbed  Buffalo  Steel — with  Birming- 
ham Steel.  Proler  eventually  will  gain 
a  50%  stake  and  a  guaranteed  outlet 
for  its  scrap  metal.  Observers  figure 
Buffalo  Steel  could  yield  $1.50  a  share 
in  earnings  to  Proler  after  it  becomes 
fully  operational  in  1992.  Along  the 
Houston  Ship  Channel,  the  company 
just  opened  the  largest  detinning  plant 
of  its  kind  in  the  world,  capable  of 
processing  2.8  billion  tin  cans  a  year. 
To  keep  costs  down,  Proler  built  virtu- 
ally the  entire  plant  with  used  parts. 

There  is  always  the  threat  that 
some  regulator  will  shut  down  a 
Proler  plant  for  environmental  rea- 
sons— this  in  fact  happened  for  a  time 
last  year  in  Massachusetts.  Federal 


authorities  apparently  are  also  still 
investigating  whether  a  Proler  plant 
near  El  Paso  violated  hazardous  mate- 
rial rules.  But  this  risk  seems  tem- 
pered by  a  general  governmental  poli- 
cy of  encouraging  recycling. 

Herman  Proler  is  about  as  low-pro- 
file as  they  come.  He  has  never 
worked  anywhere  else;  his  official  bi- 
ography contains  just  45  words  of 
text.  The  only  family  member  who  is 
a  corporate  officer,  he  assumed  the 
reins  following  the  1985  death  of  his 
older  brother,  Israel  Proler,  who  is 
generally  credited  with  having  built 
the  company  into  what  it  is  today 
(and  for  whom  a  scrap  metal  industry 
award  is  named).  In  1987  the  company 
named  Mueller,  now  62,  a  steel  indus- 
try veteran  who  runs  day-to-day  oper- 
ations, president. 

The  Proler  family  stake,  which,  of 
course,  was  once  100%  before  the  com- 
pany went  public  in  the  1960s,  is  down 
to  about  17%.  Despite  a  poison-pill 
plan  enacted  last  year,  the  company 
could  be  fair  game  for  an  asset-hungry 
raider.  "From  time  to  time  I  get  calls," 
says  Herman  Proler,  sitting  around  the 
corner  from  the  mighty  Prolerizer.  "I 
listen."  But,  so  far,  his  response  has 
always  been  no. 


The  Up  &  Comers 


Lessons 


Great  literature  Cliffs  Notes  are  not,  but 
they  do  produce  remarkable  profits. 

Shakespeare, 

Dickens 
&  Hillegass 


By  Fleming  Meeks 


In  1775,"  begins  the  Cliffs  Notes 
summary  of  Charles  Dickens'  A 
Tale  of  Two  Cities,  "people  viewed 
their  era  as  exceptionally  good  or  ex- 
ceptionally wicked."  True,  that  lacks 
the  poetry  of  Dickens'  original  "It  was 
the  best  of  times,  it  was  the  worst  of 
times."  But  that  didn't  stop  students 
from  snapping  up  100,000  copies  of 
this  64-page  crib  sheet  last  year,  at 


$3.50  a  copy.  It  ranked  sixth  on  the 
list  of  top  sellers  for  Lincoln,  Nebr.'s 
profitable  little  Cliffs  Notes,  Inc.  [The 
Scarlet  Letter  and  Macbeth  were  the  top 
two  sellers,  at  150,000  copies  each.) 

To  many  ways  of  thinking,  Cliffs 
Notes  is  the  ideal  publishing  compa- 
ny. It  pays  no  royalties — the  author  of 
the  note  on  A  Tale  of  Two  Cities  was 
paid  a  flat  fee  of  $750,  30  years  ago —  j 
and  the  books  cost  only  about  35  i 
cents  apiece  to  print.  And  in  a  busi-  j 
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ness  where  30%  to  50%  of  the  books 
shipped  to  stores  are  eventually  re- 
turned for  full  credit,  Cliffs  Notes' 
222  titles  average  a  6%  return  rate. 

No  guessing  is  required  as  to  what 
will  sell,  either.  Seventy  percent  of 
Cliffs  Notes  are  sold  to  high  school 
students.  And  since  high  school  cur- 
riculums  seldom  vary,  Cliffs'  top  35 
titles,  which  account  for  nearly  half 
the  company's  sales,  remain  the  same 
year  in  and  year  out. 

Last  year  Cliffs  Notes  sold  5  million 
copies  of  its  yellow-and-black-striped 
study  guides.  Together  with  a  small 
series  of  test  preparation  books,  the 
notes  brought  in  revenues  of  $1 1  mil- 
lion. Pretax  profits  of  this  45-person 
outfit  were  over  $2  million  in  1988. 

While  the  company  is  highly  profit- 
able, Cliffs  Notes'  founder  and  chair- 
man, 71 -year-old  Clifton  Hillegass,  is 
not  your  typical  book  publishing  bar- 
on. His  literary  taste  tends  toward 
mysteries  and  science  fiction.  And  his 
attire  tends  toward  string  ties  and  Ul- 
trasuede  sport  coats. 

Power  publishing  lunches?  Cliff 
Hillegass  prefers  the  restaurant  at 
Harvester  Motel,  just  down  the  road 
from  his  office. 

Fancy  offices?  The  company  oper- 
ates out  of  a  windowless  corrugated 
steel  building  that  is  wedged  between 
a  billiard  equipment  company  and 
a  Goodwill  Industries  warehouse 
on  the  outskirts  of  Nebraska's  capi- 
tal city. 

Hillegass  grew  up  in  the  tiny  town 
of  Rising  City,  Nebr.;  his  father  was  a 
rural  mail  carrier.  He  was  in  his  sec- 
ond year  of  graduate  school,  studying 
physics  and  geology  at  the  University 
of  Nebraska  in  Lincoln,  when  he 
dropped  out  in  1939  to  get  married. 
Having  read  his  way  through  Rising 
City's  library  as  a  child,  he  says  he 
jumped  at  the  chance  to  take  a  $12-a- 
week  job  as  a  clerk  for  the  Nebraska 
Book  Co.,  then  a  small  bookstore  on 
campus. 

After  spending  the  war  years  as  a 
meteorologist  in  the  Army  Air  Corps, 
he  returned  to  Nebraska  Book  in 
1946.  For  much  of  the  next  18  years, 
he  traversed  the  U.S.  and  Canada, 
buying  and  selling  used  college  texts. 

On  a   buying  trip  to  Toronto  in 

1958,  Hillegass  stopped  off  for  dinner 

at  the  home  of  Jack  Cole,  who  ran  two 

bookstores — and  published  a  series  of 

se  outlines  called  Cole's  Notes. 

1         suggested  that  Hillegass  reprint 

■ii lines  tor  16  Shakespeare  plays 

"i  the  U.S.  Cole  even  volun- 

vxts,  royalty  tree.  (After 

;ot  on  its  feet,  Cole  took 

ten  40,  hesitated.  "In 


Cliffs  Notes,  Inc  Chairman  Clifton  Hillegass 

"I'd  just  as  soon  see  the  Notes  stay  in  Nebraska. 


the  Midwest,  in  those  days,  there  was 
probably  nothing  worse  than  to  go 
bankrupt,"  he  recalls.  "But  I  had  it 
sketched  out  that  if  I  continued  with 
my  job,  and  the  notes  bombed,  I  could 
pay  all  the  bills  in  20  months."  He 
borrowed  $4,000  from  the  bank,  and 
his  friend  Lowell  Boomer,  owner  of 
Boomer's  Printing  Co.  in  Lincoln, 
agreed  to  give  him  120-day  terms  on  a 
first  printing  of  33,000  copies.  (Boom- 
er's company  has  printed  virtually  all 
of  the  90  million  Cliffs  Notes  sold 
to  date.) 

Meanwhile,  Cliff's  wife,  Catherine, 
was  busy  pounding  out  some  1,000 
sales  letters  to  college  bookstore  man- 
agers on  a  portable  Royal  typewriter. 
They  set  up  a  shipping  room  in  their 
basement,  and  about  a  year  later  hired 
Robert  Covolik,  then  16,  as  a  part- 
time  shipping  clerk.  Covolik  now 
heads  the  company's  sales  division. 

The  first  batch  of  Cliffs  Notes  was 
shipped  in  August  of  1958.  "The 
bookstore  managers  were  all  my 
friends,"  says  Hillegass,  "so  they  gave 
me  the  shelf  space."  By  the  end  of  the 
year  he'd  sold  58,000  copies.  The  store 
managers  also  gave  him  feedback  on 
how  to  improve  the  notes.  Hillegass 


listened,  and  began  hiring  local  col- 
lege professors  to  upgrade  the  original 
Cole's  Notes  (which  were  completely 
phased  out  by  the  late  1960s),  and  to 
add  new  titles  to  the  list. 

In  1962,  with  sales  topping  a  mil- 
lion copies  a  year  and  annual  revenues 
of  about  $650,000,  the  company 
moved  from  the  Hillegass  basement 
into  a  former  supermarket.  (It  would 
later  inhabit  a  former  tombstone  fac- 
tory before  moving  to  its  current  loca- 
tion.) Two  years  later  he  hired  J.  Rich- 
ard Spellman,  an  accountant  who  is 
now  60  and  who  was  made  president 
of  the  company  in  1983.  Spellman  and 
Covolik  own  15%  of  the  company; 
the  rest  is  owned  by  the  Hillegass 
family.  (Hillegass  remarried  in  1968, 
and  the  company  bought  out  his  first 
wife's  stake  in  1977.) 

Cliffs  Notes  editor  Gary  Carey,  a 
former  English  professor  at  Nebraska  i 
Wesleyan  who  started  writing  for 
Cliffs  as  a  freelancer  in  1965,  says  the 
going  rate  for  a  new  Cliffs  Note  today 
averages  $2,000.  But  most  of  the  work 
now  comes  from  revising  existing  ti- 
tles. In  the  ten  years  he's  been  in 
charge,  Carey  says  a  third  of  the  notes 
have     been     overhauled     to    reflect 
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changes  in  critical  opinion.  But  don't 
look  for  what  Carey  calls  the  "stuffy 
and  unreadable"  writing  of  hard-core 
academics  in  Cliffs.  He  prefers  hiring 
high  school  teachers,  because  they 
know  how  to  explain  a  text  in  com- 
fortable terms.  And  while  Cliff  him- 
self has  never  penned  a  note,  his 
daughter  Linda,  a  former  librarian, 
has  done  revisions  on  two  Shake- 
speare titles. 

Over  the  years,  more  than  a  dozen 
competitors  have  tried  to  break  in  on 
Cliffs  Notes'  profitable  little  world, 
with  no  success.  Cliffs'  Spellman  says 
the  company  has  80%  of  the  market 
for  literary  study  guides;  the  claim  is 
not  disputed  by  Pamela  Byers,  pub- 
lisher of  number-two-ranked  Mon- 
'arch  Notes,  owned  by  Paramount 
Communications'  Simon  &  Schuster 
division. 

How  does  Cliffs  stay  on  top?  For 
one  thing,  the  company  spent  $1  mil- 
lion last  year  on  advertising — mostly 
in  magazines  like  Scholastic  and  Seven 
wen,  as  well  as  co-op  ads  with  book- 
stores in  college  papers — while  rivals 
did  relatively  little  consumer  adver- 
tising. Besides,  notes  Spellman,  "$11 
million  is  a  pretty  big  figure  to  me. 
Jut  to  any  one  of  the  major  publish- 
rs,  $11  million  is  something  they  can 
ive  with  or  live  without."  But  Cliffs 
Motes  doesn't  win  every  battle.  In  an 
jffort  to  protect  its  trademark  cover, 
:he  company  in  July  sued  the  Bantam 
Doubleday  Dell  Publishing  Group 
wer  a  Cliffs  Notes  parody,  written  by 
:he  editors  of  New  York's  Spy  maga- 
zine. Bantam  won. 

While  he  watches  his  business  care- 
ully,  Hillegass  does  not  cut  corners 
vhen  it  comes  to  his  employees, 
liffs  Notes'  generous  profit  sharing 
)lan,  for  example,  amounts  to  sub- 
itantially  more  than  the  10%  of  pre- 
ax  profits  that  Hillegass  gives  to  local 
:hanties  every  year.  "I  have  certain 
heories  of  how  you  treat  your  people 
hat  I'd  like  to  see  maintained." 

Cliffs  Notes  has  given  Hillegass  a 
;ertain  measure  of  local  celebrity. 
Vhen  the  University  of  Nebraska 
"ornhuskers  play  at  home,  he  and 
econd  wife  Mary  sit  in  the  74,000- 
eat  stadium's  press  box.  Hillegass 
ays  that  offers  to  buy  him  out  have 
>een  coming  in. almost  from  the  be- 
^nning;  last  year  alone  he  received  20 
•ffers,  most  of  them  "ridiculously 
ligh."  Meaning?  "Oh,  35  times  earni- 
ngs."  That  multiple  would  value 
"liffs  Notes  at  around  $70  million. 
>ut  Hillegass  says  he  has  never  con- 
idered  selling  out.  Says  he  with  more 
han  a  trace  of  midwestern  chauvin- 
sm:  "I'd  just  as  soon  see  the  Notes 
tay  in  Nebraska."  ■ 
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The  whole  restaurant  trade— from  the 
white  tablecloth  crowd  all  the  way  on 
down  to  the  burger  joints — is  suffering  a 
severe  attack  of  profit  squeeze. 

Couch  potatoes 
don't  dine  out 


By  Richard  Phalon 


It  is  the  peak  of  the  lunch  hour  at 
Aurora,  a  chic  Manhattan  restau- 
rant owned  by  famed  restaurateur 
Joseph  Baum.  In  his  45  years  in  the 
trade,  Baum  has  created  (or  recreated) 
such  gastronomic  landmarks  as  the 
Four  Seasons,  Windows  on  the  World 
and,  most  recently,  the  Rainbow 
Room,  atop  Rockefeller  Center.  To- 
day he  scans  the  waiters  gliding  with- 
in easy  beck  of  the  celebrities  in  the 
house.  He  assays  the  rising  hum  of 
conversation,  the  muted  clatter  of 
china.  He  tells  a  guest  softly,  "We're 
doing  all  right,  but  these  are  not  good 
days  for  the  industry." 

Baum  considers  himself  lucky  that 
evening  volume  at  Aurora  is  down 
only  about  10%  from  last  year.  It 
could  be  worse.  Scores  of  fancy  restau- 
rants from  Boston  to  Los  Angeles  are 
going  out  of  business.  The  spectacular 
collapse  of  such  heavily  hyped  names 
as  Joanna  and  II  Palazzo  in  New  York 
echoes  in  the  wariness  of  survivors 
everywhere.  Says  Santa  Monica's  Mi- 
chael McCarty,  owner  of  Michael's, 
one  of  the  Los  Angeles  area's  most 
expensive  restaurants,  "The 

gangbuster  days  are  definitely  over." 

It  would  be  easy  to  pin  this  malaise 
entirely  on  factors  such  as  the  Octo- 
ber 1987  stock  market  crash  or  the 
reduction  (to  80%)  of  the  tax  deduct- 
ibility of  business  entertainment. 
Easy,  but  misleading.  The  fact  is  that 
the  entire  $147  billion  eating  place 
industry — from  haute  cuisine  on 
down  to  the  corner  diner — is  in  a  state 
of  turmoil. 

Adjusted  for  inflation,  restaurant 
revenues  are  expected  to  inch  up  only 
2.4%  this  year,  versus  2.8%  in  1988 
and  4%  in  1987.  As  a  matter  of  fact,  if 
this  year's  2.4%  projection  proves  ac- 


curate, it  will  be  the  weakest  showing 
since  1981.  Worse,  as  the  table  on 
page  216  shows,  operating  margins  for 
several  big  publicly  traded  restaurant 
chains  have  been  squeezed  sharply 
over  the  past  year. 

Blame  the  malaise  instead  on  tech- 
nology and  an  aging  population.  On 
the  technology  front,  the  biggest 
threats  to  restaurants  have  been  mi- 
crowave ovens  and  vcrs.  As  for  demo- 
graphics, call  it  the  flowering  of  the 
couch  potato.  Baby  boomers  are  now 
often  saddled  with  kids  of  their  own. 
They  find  eating  at  home  more  eco- 
nomical and  more  convenient,  what 
with  Johnny's  football  practice  run- 
ning late  and  Susie's  piano  lesson  on 
Tuesdays  at  6:30  p.m.  Baldly  put, 
many  millions  of  Americans  are  tired 
of  eating  out,  or  can't  work  it  into 
their  schedules. 

Signs  of  indigestion  are  everywhere: 

•  Fast  foods  slow  down:  Wendy's  and 
other  chains  are  fighting  uphill  (see 
table).  Even  McDonald's  is  showing 
little  real  growth.  The  seemingly  in- 
satiable appetite  for  burgers  and  fries 
that  made  Big  Mac  one  of  the  great 
success  stories  exhibits  all  of  the  clin- 
ical manifestations  of  a  maturing 
market:  chronic  price  cutting,  heavier 
advertising  costs,  dwindling  sales  per 
dollar  of  investment,  narrowing  profit 
margins.  There  is  still  money  to  be 
made  out  of  chopped  meat,  but  it  no 
longer  cascades  in  a  golden  arch  to  the 
bottom  line. 

•  Savvy  insiders  getting  out.  Tom 
Monaghan,  52,  founder  and  97%  own- 
er of  fast-food  success  story  Domino's 
Pizza,  provoked  a  storm  of  questions 
with  the  announcement  last  month 
that  he  was  "exploring  the  idea"  of 
selling  his  $2.3  billion  company. 
Monaghan  allowed  as  how  he  wanted 
more  free  time  to  pursue  charitable 
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work.  Wall  Street  parsed  this  more 
mundanely:  Monaghan  wants  to  get 
out  at  the  top.  Said  one  analyst: 
"Domino's  has  been  on  a  fantastic 
growth  rate  that  cannot  endure." 

Others  eager  to  exit  include  the  Ro- 
senthals,  majority  owners  of  Jerrico, 
Inc.,  a  1,500-unit  nationwide  seafood 
chain.  They  assured  reporters  there 
were  "no  financial  troubles"  behind 
their  agreement  to  sell  to  Castle  Har- 
lan and  Djs/Inverness  for  $24.25  a 
share,  the  highest  price  on  the  stock 
since  before  the  1987  crash.  Nonethe- 
less, Jerrico's  profit  margins  have 
been  declining  for  the  last  three  years. 
•  A  wave  of  restructuring.  Citing  a 
maturing  of  the  industry,  Shoney's  in- 
creased the  debt  on  its  balance  sheet 


to  more  than  $600  million,  using  part 
of  the  proceeds  to  pay  shareholders  a 
special  $20  dividend.  Ordinarily,  new- 
ly raised  funds  would  have  been  ear- 
marked for  construction  of  new  res- 
taurants, but  under  its  new  strategy 
Shoney's  plans  to  concentrate  on  im- 
proving margins  at  existing  outlets. 

There  were  at  least  seven  major 
buyout  deals  last  year,  including  such 
familiar  house  flags  as  Chi-Chi's  and 
Foodmaker,  Inc.  As  restaurant  growth 
slows  even  further  this  year,  more 
deals  are  expected.  Michael  Mueller, 
an  analyst  who  follows  the  restaurant 
trade  for  Montgomery  Securities,  sees 
Collins  Foods  (a  franchisee  of  Ken- 
tucky Fried  Chicken),  the  Sizzler 
steak  chain  and  Vicorp  (Village  Inn, 
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'.ting  business  in  take-home. 


Bakers  Square)  as  among  the  restruc- 
turing candidates. 

The  problems  affecting  the  chains 
also  hurt  the  expensive,  privately  helc 
restaurants  like  Joe  Baum's  Aurora. 
One  of  the  biggest  headaches  is  custo- 
mers' resistance  to  price  increases. 
Until  fairly  recently,  almost  every 
level  of  the  restaurant  business  coulc 
pass  along  higher  costs.  The  impact 
was  particularly  marked  in  the  haunts 
of  the  expense  account  aristocracy, 
with  dinner  and  a  couple  of  drinks 
creeping  upwards  of  $100  a  head  at 
places  like  Manhattan's  Four  Seasons. 
As  more  and  more  establishment 
were  drawn  into  this  segment  of  thi 
business,  there  came  the  inevitabli 
collision  with  reality. 

Knowledgeable  restaurateurs  like 
Baum  think  this  weakness  is  more 
than  just  a  cyclical  replay  of  the  late 
1960s,  when  the  stock  market  de 
clined  and  the  irs  presided  over  ar 
earlier  crackdown  on  business  enter 
taining.  Baum  sees  change  at  work 
"There  is  a  difference  between  expen 
sive  and  outrageous,"  he  says.  "Peo 
pie  are  much  more  sophisticatec 
about  prices  and  value.  When  the  val 
ue  isn't  there,  they  go  somewhere  else 
with  their  money." 

Has  America  reached  the  saturatioi 
point  with  restaurants?  Perhaps  so 
There  are  nearly  50%  more  restau 
rants  now  than  there  were  15  year 
ago.  Sharper  competition  is  com 
pounded  by  the  tendency  of  all  ages  ti 
spend  more  time  at  home,  riveted  t 
the  vcr  and  cosseted  by  food  tha 
makes  its  way  to  the  table  throug 
the  microwave. 

If  the  restaurants  are  losing,  who' 
winning?  Among  the  big  winners  ar 
purveyors  of  take-out  and  take-hom 
victuals,  like  Larry  Shapiro,  wh 
(with  some  part-time  help  from  hi 
86-year-old  father)  runs  the  famil) 
owned  Marty's  wine  and  food  empor: 
um  in  the  Oak  Lawn  section  of  Da 
las.  At  lunchtime,  Marty's  does 
booming  business  in  salads  and  sane 
wiches  for  the  office  crowd;  in  th 
evening,  it's  spinach-stuffed  chicke 
or  beef  tenderloin  with  vegetables  fc 
the  couch  potatoes. 

Who  are  they?  "Singles;  workir 
couples  with  no  children  or  your 
children;  and  to  a  certain  extent,  em] 
ty-nesters  going  to  gray  whose  kie 
are  out  of  the  house,"  says  Shapiro 

Catering  to  the  home  trade  has  ei 
abled  Shapiro,  41,  to  prosper  in  a  gei 
crally  distressed  Texas  city  where  "i 
the  last  three  years  there  has  been 
big  exodus  of  upscale  restaurants 
Those  that  remain,  continues  Sh 
piro,  "are  crying,"  but  surviving  b 
cause  they,  too,  have  gone  into  tl 
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A 

SINGLE 

INVESTMENT 

HAS  MADE 

IRELAND 

THE  WEALTHIEST 

NATION  IN 

EUROPE 


Over  30  years  ago  Ireland  made  a 

conscious  decision  to  invest 

in  education. 

We  now  have  the  best  educated 

workforce  in  Europe. 

Compared  with  an  ageing  Europe, 

experiencing  labour  shortages 

in  key  areas,  Ireland  with  half  its 

population  under  28  is  rich  in  the 

resource  that  matters  most  in 

business  today  -skilled  people. 

There  is  a  new  air 

of  self-confidence  and  optimism  in 

Ireland.  This  year  the  economy  is 

forecast  to  grow  by  over  5%. 

Exports  are  up  20%  and  inflation  at 

4%  is  well  below  the  EC  average. 

Typical  of  this  new  spirit  is  the 

International  Financial  Services  Center, 

recently  established  in  Dublin, 

which  already  has  attracted  more 

than  50  overseas  financial  institutions. 

Over  320  U.S.  companies  already 
located  in  Ireland  are  ideally  positioned 

for  the  new  Europe  of  1992. 
Companies  like  Amdahl,  Analog,  Apple, 

A.T.  Cross,  DEC,  GE,  Gillette,  IBM, 

Microsoft,  Motorola,  Shearing  Plough, 

and  recently  Boeing  Computer, 

Intel  and  Stratus. 

Shouldn't  your  company  be 
among  them? 


FOR  i       3RMATION  ABOUT  BUSINESS  OPPORTUNITIES  IN 
IRELAND  CONTACT  IDA  IRELAND  AT: 


NEW  YORK  BOSTON 

2  GRAND  CENTRAL  TOWERS,  1 40  EAST  45th  STREET,  (617)  367  8S 

NEW  YORK,  NY  10017.  TEL:  (212)  972  1000. 


Trinity  College,  Dublin.  16th  century  university  -  21st  century  knowledge. 


LEADING  IRISH  COMPANIES  SPONSORING 
THIS  ADVERTISEMENT  INCLUDE; 


Allied  Irish  Bank 

Amdahl 

Analos  Devices  B.V. 

A.T.  Cross  Ltd. 

Bank  of  Ireland 

Digital  Equipment  Corporation 

GE  Superabrasives 

Janssen  Pharmaceutical  Ltd. 

Telecom  Eireann 

Wessel  Industries  Holdings  Ltd. 


ATLANTA  ,       CHICAGO  LOS  ANGELES  SAN  JOSE 

404)  351  8474      '  (312)  236  0222  (213)  829  0081  CALIF.  (408)  294  9903 


IDA  Ireland  A 

INDUSTRIAL  DEVELOPMENT  AUTHORITY 


HEAD  OFFICE:  WILTON  PARK  HOUSE,  WILTON  PLACE, 
DUBLIN  2.  IRELAND.  TEL:  (01)  686633. 


A  Domino's  delivery  in  Brooklyn 

Getting  out  while  the  getting  is  good? 


take-home  business. 

Adaptability  is  the  key.  At  the  low- 
er end  of  the  market,  Gene  Bicknell's 
National  Pizza  Co.  has  doubled  its 
revenues  to  more  than  $120  million 
in  the  last  three  years  because  he  took 
a  leaf  from  Domino's  book  and 
pushed  heavily  into  home  delivery. 
Mario  Sbarro's  pizza  and  pasta  cafete- 


rias are  going  great  guns  because 
Sbarro  is  exploiting  a  niche  in  shop- 
ping malls  where  the  demographics 
tend  to  be  weighted  heavily  toward 
older  people. 

T.G.I.  Friday's  is  trying  to  broaden 
the  appeal  of  what  used  to  be  mainly  a 
singles  environment.  Now  the  chain 
offers    Shirley    Temple    drinks    and 


peanut  butter  and  jelly  sandwiche 
along  with  the  Pinot  Chardonnay  in  a 
bid  for  the  family  trade — or  at  least 
that  part  of  it  that  still  dines  out. 

In  short,  the  restaurant  business  is  s 
lot  tougher  these  days.  More  thar 
ever,  only  those  with  a  shrewd  senst 
of  the  market  and  eye  for  detail  wil 
make  it.  ■ 


If  you  cant  stand  the  heat . . . 


Though  the  pressure  on  profit  margins  is  everywhere,  real  beef  is  careful  expansion  while  pruning  unprofit- 
the  visible  impact  so  far  is  mixed.  McDonald's  is  only  able  outlets.  The  new  selectivity  has  pushed  it  to  be- 
just  beginning  to  bend  with  the  trend  to  discount  cou-  yond  break-even.  A  change  in  management  style  has 
pons.  Wendy's,  on  the  other  hand,  has  found  that  its  also  helped  to  fatten  T.G.I.  Friday's  profit  ratio. 


Establishment 


Net 

Salts 

income 

Recent 

iSmil) 

iSmil) 

EPS 

price 

P/E 


Net  income  as  %  of  sales 

1986  1988  1989/period 


Hamburgers 

McDonald's 


I 


$646 


$1.72 


18 


1 1 .6% 


11.7%      11.5%/6mo 


Wendy's  International 


046 


0.30 


18 


NA 


2.7 


3.2/6  mo 


Steak  It  Seafood 

Collins  Foods  International 


567 


25.2 


1.27 


21;- 


17 


1.2 


4.4 


6.0/3  mo 


Krrico 


634 


17.8 


0.91 


26 


4.8 


2.8 


3.7/9  mo 


Ryan's  Family  Steak  Houses 


193 


19.3 


0.37 


11 


10.4 


10.0 


8.8/6  mo 


Sizzler  Rests  International 


291 


18.6 


1.09 


::•  i 


21 


6.4 


6.4 


7.6/3  mo 


Pizza  &  Pasta 


11" 


0.81 


21Vi 


26 


8.4 


9.2 


7.5/6  mo 


Diversified 

.'  :iv  '  afeteriu 


276 


113 


1.20 


15'/4 


13 


60 


4.5 


4.1/12  mo 


770 


449 


1.22 


IP. 


10 


6.7 


5.8 


2.0/40  wks 


402 


124 


0.70 


14'  . 


20 


0.4 


3.1 


3.5/6  mo 
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American  Re's  services  are  only 
available  at  the  above  location. 


Today  you  need  a  reinsurer  with  financial  stability, 

innovative  products  and  services,  and 
a  strong  international  presence  in  order  to  respond 

to  your  clients'  global  needs.  American  Re 

has  been  in  business  for  over  70  years,  and  we  have 

offices  in  23  locations  worldwide  staffed 

by  local  experts.  We  have  the  capability  to  create 

customized  programs  that  keep  you 

current  in  a  changing  world.  Update  your 

global  strategy.  Talk  to  American  Re. 


American  Reinsurance  Company 

American  Re  Plaza.  555  College  Road  East.  Princeton.  NJ  08543-5241.  Telephone:  609  275-2000 

Atlanta  •  Bogota  •  Boston  •  Cairo  •  Chicago  •  Columbus  •  Dallas  •  Harttord  •  Kansas  City  •  London  •  Los  Angeles  •  Melbourne  •  Minneapolis 
Montreal  •  New  York  •  Philadelphia  •  Princeton  •  San  Francisco  •  Santiago  •  Singapore  •  Sydney  •  Tokyo  •  Toronto 


Computers/ 
Communications 


AT&T  spent  a  fortune  paying  people  to  try 
its  Unix  software.  But  now  that  Unix  is  a 
winner,  AT&T  is  looking  to  cash  in. 

Payday  for 
Johnny  Appleseed 


By  Norm  Alster 


For  years,  at&t  was  the  John- 
ny Appleseed  of  computers,  lib- 
erally seeding  the  industry  with 
its  Unix  operating  software. 

This  munificence  has  done  won- 
ders for  Unix,  which  is  currently  the 
fastest-growing  operating  system  in 
the  computer  industry.  An  operating 
system  is  a  piece  of  software  that  lets 
a  computer  keep  track  of  all  its  com- 
ponents, from  printers  and  display 
screens  to  an  application  program 
stored  in  memory,  such  as  Flight 
Simulator  or  Lotus  1-2-3. 

Unix  popularized  the  idea  of  so- 
called  open  systems,  which  enable  a 
computer  user  to  take  software  writ- 
ten for  one  brand  of  machine  and  run 
it  on  another.  Unix  currently  runs  on 
1.2  million  computers  made  by  every- 
one from  Apple  to  Zenith.  Computers 
that  run  Unix-based  software  now  ac- 
count for  9%  of  worldwide  computer 
sales  of  Si 21  billion,  according  to  In- 
ternational Data  Corp.  And  Unix  is 
gobbling    up    market    share    (see 
chart)    International   Data  pro- 
iccts  that  by  1993  Unix  will  be 
the  software  core  for  19%  of 
a  worldwide  systems  market 
totaling  $1X5  billion. 

But  the  joke  is  on  at&t. 
Unix  is  ubiquitous,  but  until 
now  the  software  developed  at 
Bell    Laboratories    has    actually 
i  moneyloser.  Current  royal- 
ties   from    Unix    arc    only 
1      S50      million — not      nearly 
i.ovcr    the    overhead    re- 
'  eep  coming  out  with  new 
(IS  of  the  opcrat- 


AT&T's  lingua  franca 


Unix  is  expanding  its  share  of 
computer  operating  systems. 


Worldwide  computer  sales 
by  operating  system 

■  Unix  ■  DEC  VMS 

D  DOS  &  OS/2  J  IBM  midrange 

^  IBM  mainframe      □  Others 


1993*    $185  billion 

'  Estimates.     Source:  International  Data  Corp. 


The  last  thing  at&t's  Data  Sys- 
tems Group  needs  is  to  lose  money  on 
its  most  famous  product.  Since  it  was 
formed  in  19X4,  at  divestiture,  the 
group  has  lost  a  stunning  $3  billion. 
Ironically,  the  Data  Systems  Group 
has  managed  to  win  a  rather  unim- 
pressive chunk  of  the  Unix-based 
computer  market,  at&t's  sales  of 
Unix-based  systems  totaled  $6X0  mil- 
lion in  19SX.  To  put  that  in  perspec- 
tive, Sun  Microsystems,  founded  in 
19X2,  sold  over  $1  billion  worth  of 
Unix  machines  last  year. 

In  a  belated  move,  at&t  spun  Unix 
out  into  a  new  division  at  the  begin- 
ning of  this  year.  The  group,  which  is 
called,  appropriately  enough,  the 
Unix  Software  Operation,  is  based  in 
Morristown,  N.J.  The  president  of  the 
Unix  operation  is  Lawrence  Dooling, 
who  was  formerly  marketing  vice 
president  of  Data  Systems  Group.  By 
the  end  of  the  year  Dooling  expects  to 
have  400  software  engineers  working 
on  new  releases  of  Unix  and  related 
software  products  such  as  C  +  + ,  the 
high-level  language  of  object-oriented 
programming. 

Dooling's  mandate  is  to  make  mon 
ey  in  a  business  that  had  been  run  like 
a  charity,  at&t  had  spent  "hundreds 
of  millions  of  dollars"  to  develop  the 
software,    says  Dooling,   but   "Uni> 
was  not  seen  as  a  product  on  which  tc 
earn  a  return."  Longer  term,  of  course 
at&t  could  also  sell  the  Unix  busi" 
ness  altogether,  although  the  compa 
ny  now  says  this  is  not  imminent. 
There  was  a  logic  to  at&t's  lar 
gesse:  keep  Unix  cheap  to  encourag 
its  wide  acceptance,  at&t  had  beei 
using   the   classic   marketing  gim 
mick  of  low  introductory  pricing  ti 
get  customers  to  try  its  product.  It  hai 
worked  before,  at&t,  remember, 
the  company  that  got  a  small  outfi 
named  Sony  pointed  in  the  right  di 
rection  when  it  virtually  gave  its  new 
ly  invented  transistor  to  the  Japanes 
unknown  to  play  with  in  the  Fifties. 
The  Unix  royalty  fees  were  minu: 
cule  next  to  those  of  other  opera 
ing    systems,     at&t    collect 
when   its   customer — a   con 
puter  company — sells  a  Uni 
system,  at&t  collects  am 
where  from  $60  for  a  sma 
computer  system  to  a  max 
mum  fee  of  $170.  That's  a  pi 
tance  compared  with  softwa 
licensing  fees  routinely  charge 
by  computer  outfits.  For  exampl 
Data   General   marks   up   Unix  ar 
charges   its   customers   as   much 
$10,000  for  a  Unix  license.  That  mo 
than  covers  Data  General's  enginee 
ing  costs  required  to  adapt  Unix  to  i 
own  machines.  Customers  who  o 
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for  an  alternative  operating 
system  developed  entirely  by 
Data  General  pay  even  more. 

The  price  for  Unix  will  go 
up  soon.  Under  the  royalty 
schedules  on  the  brand-new 
version  of  Unix — called  Sys- 
tem V  Release  4 — many  li- 
censees will  be  paying  up  to  a 
maximum  of  $10,000  instead 
of  hundreds  of  dollars  on 
each  system  sold.  For  most 
computer  companies  that  li- 
cense Unix  and  then  package 
it  to  customers  along  with  a 
complete  computer  system, 
the  new  schedule  stipulates 
fees  of  1%  of  systems  sales 
i  price.  Thus,  when  Unisys 
sells  a  $100,000  system  it 
would  now  pay  at&t  $1,000 
instead  of  $170. 

What  happens  when  Johnny  Apple- 
seed  suddenly  asks  for  a  share  of  the 
harvest?  Not  surprisingly,  at&t's 
Unix  licensees  began  howling.  "Is  it 
an  area  of  potential  concern  for  us?" 
asks  Michael  Munro,  director  of  stra- 
tegic planning  for  the  Unix  Systems 
5roup  at  Unisys  Corp.  "The  answer  is 
yes."  Unix-using  hardware  is  a  busi- 
aess  that  was  worth  $800  million  last 
year  to  Unisys,  and  the  bulk  of  its 
>ales  are  of  systems  that  cost  some- 
where between  $20,000  and  $120,000. 
Hence,  Unisys'  costs — and  likely  its 
jrices — will  rise  across  the  board. 

To  soften  the  blow,  at&t  threw  in 
>ome  freebies  with  the  higher  fees. 
rhese  are  things  like  software  exten- 


Ciru!  Bcfnvtn 


AT&T's  Laurence  Dooling 

The  time  for  freebies  is  otter. 


sions  that  allow  easier  networking 
among  Unix,  OS/2  and  dos  machines. 
at&t  would  have  hiked  the  rates 
even  more,  but  it  didn't  want  to  risk 
losing  customers  to  a  new  breed  of 
Unix.  A  rival  Unix  update  is  already 
under  development  by  the  Open  Soft- 
ware Foundation,  a  group  of  Unix  li- 
censees that  includes  ibm,  Digital 
Equipment  and  Hewlett-Packard. 
(Their  starting  point  is  an  early  ver- 
sion of  at&t's  creation.)  at&t  may 
have  inadvertently  inspired  its  own 
competition  when  it  agreed  in  1987  to 
develop  new  versions  of  Unix  in  part- 
nership with  Sun  Microsystems,  the 
workstation  maker.  Other  Unix  li- 
censees felt  the  move  gave  Sun  a  com- 


petitive advantage  in  design- 
ing computers  to  run  new 
versions  of  Unix.  The  first 
release  of  the  Open  Software 
version  of  Unix  is  due  out  the 
second  half  of  1990. 

Another  danger  is  that  li- 
censees will  stick  with  earli- 
er versions  of  Unix  and  ig- 
nore the  new,  more  expen- 
sive version.  Not  all 
computer  users  will  be  able 
to  take  advantage  of  the 
highly  sophisticated  features 
of  Release  4.  That's  impor- 
tant because  Unix  has  made 
only  modest  gains  among 
commercial  users.  Its  strong- 
hold is  among  engineers. 
Price  hikes  could  discourage 
commercial  customers  and 
retard  development  of  appli- 
cations programs  for  Release  4,  wor- 
ries Frank  Kenney,  a  software  execu- 
tive at  Data  General.  The  broad  avail- 
ability of  applications  is  what  helped 
attract  companies  like  Data  General 
to  Unix  in  the  first  place. 

But  these  risks  are  small.  The  fact 
is,  at&t  was  giving  away  something 
of  value  for  too  long.  Computer  users 
are  crying  out  for  alternatives  to  soft- 
ware that  locks  them  into  a  single 
hardware  maker,  and  Unix  is  the  most 
logical  alternative  right  now.  Even 
with  the  price  hikes,  Unix  is  still  a 
good  deal.  "Yes,"  admits  ncr's  Unix 
executive,  Van  Aggelakos,  "it  is  a  very 
good  deal." 
And  that  is  good  news  for  at&t. 


It's  not  enough  to  have  a  personal  comput- 
er. Now  your  computer  needs  a  computer. 
So  does  your  printer  and  color  terminal. 

I    How  smart  is 
your  disk  drive? 


By  Kathleen  K.  Wiegner 


'or  most  of  his  working  years,  Mi- 
hael  Hackworth,  48,  had  been  a  big 
emi  conductor  company  man — first 
vith  Motorola,  then  with  Fairchild 
emiconductor  and  Signetics,  a  sub- 
idiary  of  N.V.  Philips.  The  last  thing 
he   world    needed,    Hackworth    be- 
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lieved,  was  another  tiny  semiconduc- 
tor startup.  Yet  in  the  last  six  years 
some  20  tiny  chip  companies  have 
gone  public.  And  one  of  them  was 
Cirrus  Logic  (fiscal  1989  sales,  $36.9 
million)  of  Milpitas,  Calif.,  cofounded 
in  1984  by  Hackworth. 

Cirrus     makes     specialized    logic 
chips — the  kind  that  run  a  computer 


system,  making  decisions  and  per- 
forming control  and  computational 
functions.  Only  instead  of  competing 
directly  with  companies  like  Intel  and 
Motorola  with  general-purpose  mi- 
croprocessors, Hackworth  found  a 
profitable  niche  making  specialized 
computer  chips  for  peripherals  like 
disk  drives  and  printers. 

The  trend  in  computing  today  is 
toward  smaller,  faster,  smarter  desk- 
top computers.  That  puts  a  greater 
burden  than  ever  on  microprocessors 
that  sit  at  the  heart  of  these  small 
computers.  Increasingly,  that  micro- 
processor needs  to  delegate  house- 
keeping duties  in  order  to  concentrate 
on  what  it  does  best — namely,  ma- 
nipulating data  and  arithmetic  calcu- 
lations. Too  often  in  early  8-bit  per- 
sonal computers,  the  microprocessor 
was  spending  more  time  locating  the 
data  stored  on  a  disk  drive  than  it  did 
doing  real  calculations,  thus  squan- 
dering resources. 

That  created  an  opening  for  people 
like  Hackworth.  Cirrus  specializes  in 
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The 

ProSpeed"386 
desktop  PC. 


To  understand 
its  massive 
power, 


In  the  past,  people  who  were 
serious  about  their  computers 
have  had  a  serious  dilemma. 

They  could  either  buy  a  pow- 
erful desktop  and  give  up 
any  thoughts  of  portability.  Or 
get  a  laptop,  and  forget  about 
expansion  and  connectivity 
ties. 
er  could  they  find  a 

^^  nmun.c«tion$ 


computer  flexible  enough  to 
give  them  both. 

Until  now.  With  the  ProSpeed 
386  from  NEC. 

As  you'd  expect  from  a  pow- 
erful 386  desktop,  it  runs  at 
a  swift  16MHz,  has  seven 
expansion  slots  and  up  to  four 
drives.  So  it  can  handle 
anything  you  throw  its  way. 

And  when  you  want  to  take  it 


on  the  road,  it's  still  a  high 
powered  computer.  The  laptc 
unit  is  available  with  either  a 
or  100MB  hard  disk.  It's  also 
battery  operated  and  has  up  to 
megabytes  of  memory.  There' 
even  a  paper-white  Monograp 
screen  with  VGA  text/EGA 
graphics  resolution  that  pro 


you  have 
to  take  it 
apart. 


>s  the  readability  and 
phics  capabilities  of  a 
-sized  CRT. 

11  this  and  total  connec- 
.y  capability,  too.  When 
want  to  turn  it  back 
a  desktop,  you  merely 
a  the  computer  into  a 
ue  Docking  Station"  that 
;r  leaves  your  desk.  It 
ains  two  standard  drive 


bays  as  well  as  the  capacity 
for  four  full-sized  cards.  So  in 
a  matter  of  seconds,  you're 
fully  integrated  back  into  your 
office. 

No  manual  reconfiguring. 
No  phone  lines  to  connect. 
No  cable  hookups. 

What's  more,  for  a  computer 
with  this  kind  of  flexibility, 


the  price  isn't  a  hassle  either. 
So  if  you'd  like  us  to  continue 
taking  the  ProSpeed  386  apart, 
call  NEC  Home  Electronics  (USA) 
Inc.  at  1-800-FONE-NEC. 
Or,  if  you'd  like  to  dissect 
it  yourself,  call  for  product 
literature  at  1-800-826-2255. 
In  Canada,  call  1-800-268-3997. 


L 


NEC 


Kulx-n  Holmgren 


Michael  Hackworth  of  Cirrus  Logic 

The  logic  of  it  all:  take  a  load  off  the  microprocessor. 


Comp/Comm 


chips  that  give  disk  drives,  laser  print- 
ers and  graphic  displays  enough  "in- 
telligence" to  enable  them  to  func- 
tion without  directly  involving  a 
computer's  microprocessor.  In  the 
first  personal  computers,  there  were 
primitive  controllers  consisting  of  cir- 
cuit boards  with  over  100  separate 
chips.  Today's  controllers  combine 
the  functions  of  those  chips  on  one  or 
several  chips  called  a  chip  set. 

Cirrus'  biggest  hit  to  date  is  a  disk 
drive  controller.  Storing  information 
on  a  disk  is  a  complex  process.  But 
giving  a  specialized  chip  or  chip  set  to 
the  disk  drive  enables  it  to  store  and 
recall  information  faster,  giving  the 
computer  better  all-around  perfor- 
mance. These  chips  account  for  67% 
of  Cirrus'  revenues,  and  most  are  sold 
to  Conner  Peripherals,  a  prime  disk 
drive  supplier  to  Compaq. 

Likewise,    crisper,    more    detailed 
computer  displays  and   the  growing 
popularity    of    high-resolution    laser 
printers  are  creating  demand  for  pow- 
erful   controller    chips    for    printers 
tting  a  complex  and  detailed  im- 
'  a  l.iser  printer  takes  a  lot  ot 
ions,  which  has  been  a  limita- 
ed   ot   laser   printers 
i     ther  specialized  chip 
Corp.  {1988  sales, 


$35  million)  sell  so-called  printer  co- 
processors that  speed  up  the  rate  at 
which  these  calculations  occur. 

Adding  specialized  chips  can  also 
"turbo-charge"  a  microprocessor. 
While  the  microprocessor  is  good  at 
manipulating  data  and  adding  and 
subtracting,  it  is  slow  at  multiplica- 
tion, division  and  floating-point  oper- 
ations. But  all  these  numeric  process- 
ing capabilities  are  necessary  to  do 
computer  graphics,  computer-aided 
design  and  financial  analysis.  Sunny- 
vale, Calif. -based  Weitek  makes  logic 
chips  called  math  coprocessors  to  im- 
prove the  performance  of  top-of-the- 
line  personal  computers. 

The  same  goes  for  other  peripheral 
devices.  For  instance,  ibm's  new 
graphics  standard  for  its  PS/2  fam- 
ily— called  video  graphics  array,  or 
vga — put  added  demands  on  the  mic- 
roprocessor to  create  and  display 
enormous  amounts  of  information  on 
a  fancy  color  monitor.  This  is  yet  an- 
other lucrative  market  for  Cirrus  as 
well  as  Chips  &  Technologies  (1988 
revenues,  $217  million)  and  the  Para- 
dise Systems  unit  of  Western  Digital. 

Because  personal  computer  tech- 
nology keeps  changing  at  such  a  high 
rate,  Cirrus  and  its  competitors  have 
not  sunk  huge  capital  investments 
into  elaborate  chip  factories.  Instead, 
they  concentrate  on  designing  and 
selling  the  chips  and  then  farm  out 
the  fabrication  to  so-called  silicon 
foundries  in  the  U.S.,  lapan,  Korea  and 


elsewhere  in  the  Far  East.  "These  log- 
ic chips  are  going  into  products  whose 
life  cycles  are  five  years  or  less,"  says 
Cirrus'  Hackworth.  That  is  why  hav- 
ing the  flexibility  of  quick  design) 
turns  and  several  manufacturing 
sources  is  important. 

These  young  specialty  firms  have 
so  far  avoided  the  pain  felt  by  the 
bigger,    general -purpose    chipmakersj 
during  the  semiconductor  industry's 
unavoidable  cyclical  downturns.  Part- 
ly that's  because  these  chips  can  be 
turned  out  in  large  volumes,  but  the) 
often  carry  a  premium  price  tag  be 
cause  the  designs  are  so  highly  spe 
cialized.  As  a  result,  margins  are  high 
and  the  companies'  stocks  have  beer 
Wall    Street   favorites.    Cirrus   wen 
public  in  June  at  $10  and  currenth 
trades  at  $13,  a  price/earnings  ratio  o 
18   times  estimated    1990   earnings 
That  gives  Hackworth  a  personal  pa 
per  net  worth  of  close  to  $4  million. 

Despite  the  recent  strength  of  th< 
technology  stocks,  many  analyst 
still  worry  that  a  slowdown  in  th« 
personal  computer  industry  is  immi 
nent  and  that  these  companies  coult 
be  on  the  verge  of  their  first  down 
turn.  Can  Cirrus  survive  a  shakeout 
Yes,  says  Hackworth.  Whether  or  no 
people  keep  buying  new  computers 
they  will  want  to  keep  replacing  thei 
"dumb"  old  peripherals  with  smar 
new  ones. 

How  smart  is  your  disk  drive? 
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"The  Canon  NP6650  is  the  mid-volume  copier  of  choice" 

The  lab's  ever-skeptical  technicians  were  impressed 

with  its  (the  NP  1215)  performance" 

-Buyer's  Lab  5/89 

"The  Color  Laser  Copier  is  the  standard  by  which 
other  color  copiers  are  judged" 

—American  Office  Dealer  7/89 

When  you're  America's  most  popular  copier, 
you  have  to  face  the  critics. 
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Being  number  one  in  copier  placements  for  seven  consecutive  years,  and 
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Science  &  Technology 


Edited  by  Gary  Slutsker 

Environmental  issues  have  become  so  po- 
liticized that  it's  getting  hard  to  separate 
facts  from  fears.  Take  ozone  depletion. 

The  ozone  hole 

that  didn't 
eat  the  world 


By  Ronald  Bailey 


By  now,  everybody  knows  that 
the  earth's  protective  ozone 
shield  is  wearing  thin  and  even 
has  a  hole  in  it  over  the  South  Pole. 
Some  people  actually  believe  they 
have  already  suffered  from  the  result- 
ing increase  in  ultraviolet  sun  rays, 
however  tiny.  "It's  terrifying,"  one 
overwrought  government  scientist 
told  the  New  York  Times  recently.  "If 
these  ozone  holes  keep  growing  like 
this,  they'll  eventually  cat  the 
world." 

Holes  that  will  eat  the  world?  So 
far,  there  is  scientific  evidence  of  one 
transient  hole  in  the  ozone  layer  over 
the  Antarctic  continent,  but  that's  it. 
Of  course  any  depletion  of  the  life- 
prcserving  ozone  shield  is  reason  for 


serious  concern.  Since  man-made  gas- 
es like  chlorofluorocarbons  (cfcs)  are 
the  culprits,  it  is  a  good  thing  the 
industrial  world  has  agreed  to  halve 
cfc  use  by  the  year  2000. 

Unfortunately,  the  popular  press, 
abetted  by  scientists  whose  grants  de- 
mand a  public  outcry,  has  painted 
ozone  depletion  in  such  apocalyptic 
terms  that  it's  hard  for  most  people  to 
distinguish  scientific  facts  from  hys- 
terical fears. 

Could  the  Antarctic  ozone  hole 
grow  and  eventually  eat  the  world?  Of 
course  not.  For  one  thing,  the  polar 
winds  form  a  vortex  confining  the 
ozone  hole.  "It's  a  purely  localized 
phenomenon,"  says  Guy  Brasseur  at 
the  National  Center  for  Atmospheric 
Research  in  Boulder. 

A  more  important  reason  is  that  the 


The  gathering  hole 
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ozone  hole  occurs  in  the  cold  darl 
stratospheric  ice  clouds  that  forn 
over  the  Antarctic  in  winter.  The  ic< 
crystals  speed  up  the  process  of  takinj 
ozone  molecules  out  of  circulatioi 
that  occurs  at  a  slower  rate  elsewher 
in  the  stratosphere.  However,  thos 
ice  clouds  come  and  go  with  the  sea 
sons.  Thus,  the  hole  appears  dunn 
the  Antarctic  spring — August  an 
September — and  lasts  until  about  Nc 
vember,  then  disappears  the  rest 


The  Antarctic  ozone  hole  seems  to  grow  in  odd  years,  sentedhv  purple  and  pink.  Yellow,  orange  and  black  show 
shrink  in  even  ones.  In  these  NASA  satellite  photos,  taken  high  ozone  concentrations.  The  white  bull's-eye  is  polai 
Sept.  22  in  each  of  the  last  three  vears,  the  hole  is  repre-     night,  where  NASA  says  observations  are  not  possible. 
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ohn  Frederick  of  the  University  of  Chicago 

'All  the  ozone  hole  does  is  bring  summer  radiation  a  few  months  early." 


he   year  when   production   of   new 
)zone  fills  the  hole. 

Meteorological  conditions  over  the 
^Jorth  Pole  are  quite  different,  and 
•dentists  have  found  no  evidence  of  a 
lole  there.  The  Arctic  is  warmer  than 
he  Antarctic,  so  ice  clouds  there  are 
■mailer  or  don't  form  at  all.  Moreover, 
old  air  over  the  Arctic  is  dispersed 
>efore  the  sunlight  reaches  it  in  the 
pring.   A  small  Arctic  ozone  hole 
ould  develop  during  an  exceptionally 
old,  still  winter,  but  it  would  be  a 
'ery  rare  and  transitory  occurrence. 
I   Ozone,  which  consists  of  three  oxy- 
;en  atoms,  is  produced  when  ultravio- 
et  rays  from  the  sun  split  an  oxygen 
nolecule  in  two  and  one  of  the  result- 
ng  atoms  combines  with  another  ox- 
gen  molecule.  Ozone  absorbs  radia- 
ion  by  using  the  energy  from  ultravi- 
olet rays  to  split  it  into  its  component 
'arts,  enabling  oxygen  atoms  to  re- 
ombine  yet  again  with  other  oxygen 
aolecules,  forming  ever  more  ozone. 
lowever,    chlorine    interferes    with 
his  process,  removing  ozone  from  the 
tratosphere.    Chlorine   comes   from 
fcs  that  float  up  from  the  atmo- 
phere.  Roughly  a  billion  pounds  of 
fc  gases  are  released  into  the  atmo- 
phere  each  year,  where  they  may  re- 
lain  active  for  upwards  of  20  years. 

How  big  is  the  hole  these  days?  In 
987  ozone  levels  above  Antarctica 


dipped  by  50%  before  new  ozone  pro- 
duction filled  the  hole.  Last  year  there 
was  a  heat  wave  over  Antarctica  that 
limited  ozone  depletion  to  about 
20%.  After  shrinking  last  year,  the 
latest  ozone  hole  looks  to  grow  to 
roughly  the  size  of  the  one  in  1987 
(see  satellite  images,  p.  224). 

Isn't  a  50%  decline  in  ozone  danger- 
ous to  the  aquatic  life  in  the  rich  seas 
around  Antarctica?  No,  going  by  early 
scientific  data.  Dr.  Osmond  Holm- 
Hansen  of  the  Scripps  Institute  of 
Oceanography  studied  the  effects  of 
ozone  depletion  on  Antarctic  phyto- 
plankton — the  tiny  aquatic  plants  at 
the  base  of  the  food  chain.  He  esti- 
mates that  the  increased  radiation  has 
reduced  the  growth  of  phytoplankton 
by  about  1%  and  had  an  equally  insig- 
nificant impact  on  the  rest  of  the 
ecosystem. 

"All  the  ozone  hole  does  is  bring 
summerlike  ultraviolet  radiation  lev- 
els a  couple  of  months  early,"  says 
John  E.  Frederick,  an  atmospheric  sci- 
entist at  the  University  of  Chicago. 
"It's  not  as  if  there's  some  god-awful 
thing  called  ultraviolet  radiation 
that's  getting  you  for  the  first  time." 

What  about  the  impact  closer  to 
home,  in  the  Northern  Hemisphere? 
Frederick:  "Even  if  we  continued  re- 
leasing cfcs  at  an  accelerating  rate,  by 
the  middle  of  the  next  century  we'd 


be  getting  ultraviolet  radiation  levels 
on  the  order  of  10%  bigger  than  we  are 
today  in  the  mid-latitudes.  That 
means  you'd  get  sunburned  a  bit  fast- 
er and  skin  cancer  rates  would  go  up  a 
bit,  but  that's  about  all." 

Remember  that  ozone  depletion  oc- 
curs in  the  winter,  when  people  are 
indoors  or  are  well  covered.  That's 
also  when  sunlight  is  weakest.  There 
simply  is  no  significant  depletion  in 
stratospheric  ozone  in  the  summer. 

How  much  is  it  going  to  cost  to  save 
the  ozone  layer?  Du  Pont  estimates 
that  retrofitting  and  shifting  all  the 
world's  processes  to  alternative  com- 
pounds will  cost  the  world  between 
$50  billion  and  $100  billion  by  the 
year  2000.  In  1987  diplomats  from  24 
nations  met  in  Montreal  to  sign  the 
Montreal  Protocol,  which  called  for  a 
50%  cut  in  the  production  of  cfcs  by 
1998.  A  meeting  of  96  nations  this 
past  August  in  Nairobi,  Kenya  may 
well  lead  to  an  international  agree- 
ment on  the  complete  phase-out  of 
cfcs  by  the  end  of  the  century. 

In  the  U.S.  alone  some  $135  billion 
worth  of  equipment  is  dependent  on 
cfcs  for  their  operation.  "Society 
can't  simply  junk  all  this  equipment 
overnight,  not  without  major  disrup- 
tions," Du  Pont  Chairman  R.E.  Heck- 
ert  likes  to  say.  For  example,  some 
75%  of  the  U.S.  food  supply  relies  on 
cfcs  in  various  forms,  ranging  from 
refrigeration,  which  uses  cfcs  like 
Freon  as  coolants,  to  foam  packing 
trays  made  using  cfcs. 

But  already  the  shift  from  cfcs  has 
begun.  Du  Pont,  which  has  25%  of  the 
world's  cfc  market,  and  other  chemi- 
cal manufacturers  are  doing  extensive 
research  on  replacement  compounds. 
Replacements  will  cost  two  to  five 
times  more  than  cfcs,  which  means 
that  the  couple  of  pounds  of  cfcs  in 
your  fridge  that  now  cost  $3  would 
become  $15  worth  of  the  new  stuff. 

If  these  targets  are  met,  what  will 
be  the  impact  on  ozone  depletion? 
The  U.N.'s  1989  Assessment  of 
Stratospheric  Ozone  contains  a  sce- 
nario in  which  cfcs  are  cut  by  95%  by 
2000,  and  consequently  ozone  deple- 
tion by  2060  in  the  tropics  would  be 
so  small  as  to  be  unmeasurable  and 
would  range  from  2%  to  4%  in  the 
mid-latitudes  on  an  annual  average. 
That  is  no  worse  than  what  the  mid- 
latitudes  experience  today  in  the  win- 
ter months.  Total  increased  exposure 
to  ultraviolet  radiation  would  be  as 
though  you  had  moved  from  New 
York  to  Washington,  D.C. 

So  relax.  The  Antarctic  ozone  hole 
will  not  "eat  the  world."  Still,  you 
should  always  take  your  sunscreen  to 
the  beach.  ■ 
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Insights 


Commentary  by  Peter  Huber 


GREENHOUSE  GAS 


How  quickly  the  seasons  change 
when  the  winds  of  environmental 
panic  are  blowing.  Only  yesterday 
we  were  shivering  in  dread  of  the 
nuclear  winter.  Now,  as  superpower 
relations  thaw,  people  who  carry 
fashionable  worry  beads  are  in  a 
great  sweat  about  the  coal-induced 
summer.  It's  meltdown  time  again. 
Come  to  think  of  it,  it's  always 
meltdown  time  at  the  frantic 
fringes  of  the  environmental  move- 
ment. But  this  time,  it's  the  polar 
icecaps  that  are  heading  for  China. 

It's  hard  to  say  just  how  grave  the 
greenhouse  problem  really  is,  but 
there's  no  doubt  it's  worse  than  it 
should  be — thanks  largely  to  the  ef- 
forts of  the  people  who  were  going 
to  save  you  from  it  all. 

Carbon  dioxide  levels  are  rising — 
they've  risen  by  about  20%  in  the 
last  century.  They  were  only  half  as 
high  50,000  years  ago;  but  then, 
150,000  years  ago  they  were  almost 
as  high  as  today.  Global  tempera- 
tures go  in  cycles,  too.  Are  the  two 
linked?  The  most  that  a  recent  Sci- 
entific American  article  was  willing 
to  say  was  that  "levels  of  green- 
house gases  are  positively  correlat- 
ed with  temperature  and  may  actu- 
ally influence  it." 

One  must  also  maintain  a  sense 
of  perspective  about  mankind's 
role.  More  than  200  billion  tons  of 
carbon  dioxide  move  through  the 
atmosphere  every  year.  Soil  organ- 
isms and  plants — the  green  kind, 
not  electrical  ones — exhale  about 
100  bdlion  tons;  another  100  billion 
tons  is  diffused  into  the  atmosphere 
out  of  the  oceans.  Plant  photosyn- 
thesis absorbs  100  billion  or  so,  dif- 
fusion into  the  oceans  another  104 
billion.  Thus,  Mother  Nature  runs  a 
4-billion-ton-a-year  carbon  dioxide 
deficit — which  is  how  all  those  hy- 
drocarbons got  underground  in  the 
first  place.  Enter  environmentally 
rapacious  man,  who  gladly  supplies 
5  billion  tons  by  burning  fossil  fuels 
and  another  2  billion  tons  through 
n.  That  creates  a  guess- 


'lowoftbe  Waiibat 
•  ttbor  of  Liability:  The 
msequencej 


timated  greenhouse  gas  surplus  of  3 
billion  tons. 

All  this  greenhouse  gas  puts  envi- 
ronmentalists in  an  awkward  posi- 
tion when  it  comes  to  thinking  up 
clean  ways  to  generate  new  electric- 
ity. For  a  while  these  critics  wanted 
to  split  wood,  not  atoms.  But  this 
was  the  worst  conceivable  policy 
for  greenhouse  purposes,  and  we 
now  denounce  Amazon  settlers 
who  have  adopted  it  most  enthusi- 
astically. Then  came  the  happy 
thought  of  splitting  nothing,  fust 
say  no — to  electricity,  that  is.  Their 
slogan:  Negawatts,  not  megawatts. 

So  where's  Spiro  Agnew  now  that 
we  really  need  him?  The  nattering 
nabobs  of  negawattism  have  not 
curbed  electricity  demand,  which 
since  time  immemorial  has  grown  in 
lockstep  with  the  national  economy. 
However,  they  have  effectively  sabo- 
taged long-range  planning  to  supply 
new  power.  Utilities  don't  dare  sink 
money  into  capital-intensive  plants 
anymore,  because  the  now  utterly 
constipated  regulatory  system  may 
not  allow  a  payback  later  on.  For  the 
most  dramatic  illustrations  of  how 
this  system  penalizes  new  genera- 
tors, look  at  the  list  of  mothballed 
nuclear  plants,  which,  incidentally, 
are  indisputably  the  most  benign  for 
the  atmosphere. 

A  jet  engine,  it  turns  out,  offers 
the  path  of  least  resistance  between 
consumers  who  want  power  and  of- 
ficious intermeddlers  who  block 
power  plants.  A  utility  waits  until 
the  last  minute,  when  generating 
capacity  is  stretched  to  the  limit. 
Then  it  buys  a  turbine  and  fuels  it 
with  natural  gas.  Capital  costs  are 
minimal,  and  regulators  can't  easily 
stop  you  from  passing  fuel  costs  on 
to  the  consumer.  The  negawatters 
like  gas  because  they  say  it  is  gentle 
on  the  greenhouse — it  emits  only 


half  the  carbon  dioxide  of  coal — and 
it  isn't  radioactive,  of  course. 

It  turns  out  the  negawatters  are 
wrong  on  both  counts.  First,  natural 
gas  is  largely  methane,  which  is  a 
twentyfold  more  powerful  green- 
house gas  than  carbon  dioxide.  And 
the  gas  distribution  system  leaks. 
How  much?  Nobody  really  knows. 
Long-distance  pipelines  are  tight, 
but  urban  distribution  systems 
aren't.  Taking  a  pessimistic  esti- 
mate on  leakage  (3%),  gas  is  as 
much  a  greenhouse  problem  as  coal. 
More  likely,  it's  25%  or  so  better, 
not  a  breathtaking  improvement. 
Methane,  unlike  carbon  dioxide, 
breaks  down  in  the  atmosphere  af- 
ter a  decade  or  two  but  still  has 
plenty  of  time  to  warm  things  up. 

Second,  and  most  embarrassing  to 
the  antinuke  crowd,  gas  contains 
traces  of  radon.  This  natural  radio- 
activity is  sublimely  inconsequen- 
tial when  gas  is  burned  in  a  power- 
plant — which  is  to  say,  it's  in  the 
same  league  as  minuscule  radiation 
emissions  from  nuclear  plants.  But 
when  gas  is  burned  in  the  home,  as  a 
substitute  for  electric  heat  perhaps, 
the  radiation  doses  are  higher.  Still 
tiny,  except  by  comparison  with 
better  alternatives. 

All  fossil  fuels — including  gas,  the 
stopgap  choice  of  some  self-styled 
environmentalists — are  dirty  and 
thermally  cloying  in  varying  degrees. 
Ironically,  federal  lawusedtoprohib- 
lt  burning  gas  in  new  electric  plants, 
because  of  scarcity  created  by  yet 
other  misguided  regulators.  And  we 
buy  way  too  much  fossil  fuel  from 
foreigners  who  wish  us  nogood.  With 
or  without  the  greenhouse,  then, 
there's  plenty  of  reason  to  move 
away  from  the  carbon  economy.  This 
doesn't  mean  gas.  It  means  uranium. 
Which  the  negawatt  crowd  opposes 
above  all  else. 

So  will  the  world  end  in  fire  or 
ice?  We  now  see  a  third  possibility: 
a  torpid  flatulence,  as  the  negawat- 
ters veto  everything  but  natural  gas, 
while  the  public  declines  to  dim  the 
lights.  If  polar  ice  starts  to  thaw  and 
Miami  finds  itself  drowning  under 
12  feet  of  water  next  summer,  you'll 
know  who  to  blame.  ■ 
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Mary  Brodie  wont  feel  the  lump  in  her  breast 

for  another  two  years. 


|,ike  a  lot  of  women,  Mary  Brodie 
nderstands  the  importance  of  regular 
ireast  self-examination.  And  because 
he's  never  felt  a  lump,  she  thinks  every- 
ning  is  fine.  It's  the  same  conclusion  a 
l»t  of  women  reach. 


Unfortunately,  it's  wrong. 

The  tiny  tumor  that's  forming  in  her 
breast  is  too  small  to  feel.  But  with 
mammography,  it's  not  too  small  to  see. 

And  tomorrow  Mary  is  getting  her 
first  mammogram.  Thanks,  in  part,  to  a 
new  x-ray  film  created  by  DuPont  that 
makes  it  safer  for  women  to  start 


mammography  early. 

And  for  Mary,  early  detection  means 
a  two  year  head  start  on  the  rest  of  her  life. 

At  DuPont,  we  make  the  things  that 
make  a  difference. 


Better  things  for  better  living. 
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Marketing 


Edited  by  Joshua  Levine 


Porsche  has  always  designed  its  thorough- 
bred sports  cars  for  the  uncompromising 
few.  Unfortunately,  the  uncompromising 
few  are  getting  fewer  and  fewer. 

What  price 
perfection? 


T|  ires  squeal  as  a  silver-gray 
Porsche  928  easily  takes  a  dark 
Chicago  streetcomer  at  high 
speed.  Briefly  pursued  by  a  clunky 
Cadillac,  the  Porsche,  piloted  by  Tom 
Cruise,  outraces  the  big  sedan.  Cruise 
flashes  a  cocky  smile  at  a  white- 
knuckled  Rebecca  De  Mornay  in  the 
passenger  seat.  "Porsche,"  he  intones 
reverently.  "There  is  no  substitute." 
That  was  1983,  in  the  hit  movie 
Risky  Business,  when  that  top-of-the- 
line  Porsche  928  cost  $43,000.  Today, 
the  eight-cylinder  928  leaps  from  0  to 
60  in  a  dizzying  5.6  seconds  and  can 


run  flat  out  at  171mph.  But  the  car 
also  costs  $74,545,  a  roaring  73%  in- 
crease, in  a  period  when  inflation  was 
up  only  25%. 

Which  is  only  one  reason  that 
Porsche's  U.S.  sales  have  skidded 
from  a  high  of  30,471  cars  in  1986 
(some  60%  of  worldwide  sales)  to  pos- 
sibly 9,000  or  so  cars  for  1989,  now 
about  one-third  of  its  total.  (Sales  for 
the  first  nine  months:  7,333.)  Yes,  the 
rising  deutsche  mark  has  bruised  all 
German  luxury  car  makers.  But  Mer- 
cedes-Benz' sales,  at  some  75,000  cars 
a  year  here,  are  down  only  24%  from 


Vnjn-sv  (  hriMK 


Porsche's  sales  skid 


Since  Porsche's  high-water  mark  in  1986,  sales  of  all  three  of  its  models 
have  slid  precipitously.  The  rising  deutsche  mark  stung,  of  course,  but 
Porsche's  pricing  and  indecisive  advertising  didn't  help,  either. 


Unit  sale*  ( thousands) 


their  1986  peak.  In  that  period,  the 
price  of  a  Mercedes  300E,  its  most 
popular  model,  rose  only  29% . 

Porsche  says  that  it  always  intend 
ed  to  reduce  its  overdependence  on 
the  U.S.  But  it  has  managed  to  shave 
off  more  American  customers  than  it 
meant  to  and  is  unlikely  to  hit  its 
target  of  11,000  cars  this  year. 

At  a  time  when  virtually  all  luxury 
imports  are  losing  loyal  customers 
and  cutting  prices  in  response, 
Porsche  is  the  prisoner  of  a  curious 
and  unique  marketing  dilemma.  After 
all,  the  Porsche  name  still  has  an  al 
most  mystical  resonance  among  car 
lovers.  But  its  unswerving  focus  on 
technical  excellence  and  racing  car 
muscle  has  left  the  German  carmaker 
dependent  on  a  shrinking  market. 

Porsche  is  a  machine  of  dreams! 
rather  than  fashion.  The  top-selling 
Porsche  911  still  looks  much  the 
same  as  it  did  when  it  was  introducec 
26  years  ago.  The  car  looks  undeni 
ably  terrific,  but  its  image  does  noi 
rest  on  modish  styling  alone.  The  lasl 
noticeably  different  new  body  style 
that  Porsche  brought  out  was  the  92£ 
in  1977. 

Driving  the  six-cylinder  911  is  no 
for  the  car-phone  crowd.  The  taui 
clutch  fights  back,  the  rigid  chassis 
telegraphs  every  pothole,  and  tht 
wheel  obeys  instantly  and  gruffly 
The  91 1  is  basically  a  race  car,  and  i 
demands  total  involvement. 

So  you  do  not  buy  a  Porsche  for  th< 
upholstery,  though  its  German  hand 
tooled  leather  is  undeniably  elegan 
And  you  do  not  buy  it  for  the  smootl 
ride,  effortless  driving  or  Blaupunk 
eight-speaker  stereo  system,  since  th 
car  is  too  noisy  at  60mph  to  hea 
almost  anything  but  Wagner's  "Rid 
of  the  Valkyries." 

People  who  buy  Porsche  motorcar 
are  not  simply  well-off,  eithei 
Though  certainly  they  have  to  bt 
since  a  Porsche  is  usually  a  secon 
car.  A  typical  owner — less  than  10°' 
of  them  are  women — is  likely  to  be 
self-made  perfectionist  or  someon 
anxious  to  see  himself  that  way: 
successful  neurosurgeon,  say,  or  th 
founder  of  a  small  software  comp* 
ny — a  meticulous  type  with  ove 
weening  confidence  in  his  or  her  teel 
nical  skills.  Porsche  owners  may  nc 
race  from  stoplight  to  stoplight 
ever  drive  1 70mph.  But  they  get  sati 
faction  from  knowing  that  they  cai 
"Porsche  is  a  car  for  people  wit 
brains  who  just  love  to  drive,  and  tr 
reason  has  nothing  to  do  wit 
chrome,"  says  Betty  Jo  Turner,  edit* 
of  the  Porsche  Club  of  America 
monthly  magazine. 

Now,  though,  Porsche  has  taken 
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Scenes  from  the  lavish  new  two-minute  television  commercial 

Pushing  Ferry  Porsche's  philosophy  and  the  distinguished  racing  heritage. 


big  gulp  and  is  trying  to  broaden  its 
':iny,  if  fervent,  to-hell-with-chrome- 
I  nve-me-perf ormance  cult.  "We're  go- 
fng  beyond  the  Porsche  freak  market 
ve  dealt  with  in  the  early  Eighties," 
ays  Brian  Bowler,  new  president  of 
'orsche  Cars  North  America.  It  has 
aunched  an  innovative  $18  million 
id  campaign:  just  two  tv  commer- 
ials  (each  appears  only  three  times 
)n  the  networks,  though  they  are 
cheduled  some  45  times  on  such  ca- 
de shows  as  espn's  Sportscenter  and 
ts  college  football  games),  plus  a  lav- 
shly  illustrated  22 -page  magazine  in- 
ert. At  a  time  when  commercials 
lsually  run  15  seconds,  just  enough 
ime  to  yap  a  slogan,  Porsche's  tv 
pots  run  a  long  two  minutes. 

Curiously,  while  Porsche  says  it  is 

eaching  beyond  the  "Porsche  freak," 

he  campaign,  packed  with  history, 

hilosophy  and  company  lore,  seems 

imed  exactly  at  long-term  loyalists. 

he  commercials,  for  example,  fea- 

ure  lots  of  old  black-and-white  foot- 

ge  from   Porsche's   glorious   racing 

eritage,  interspersed  with  interviews 

/ith     Professor     Ferdinand     (Ferry) 

'orsche,    now    80,    the    company's 

Dunder.  In  the  tv  spots,  the  professor 

xplains:    "If  you  create   something 

ime  cannot  erode,  something  which 

mores  the  eccentricities  of  particular 

ras  or  moments,    something  truly 

imeless,    this  is   the  ultimate   vic- 

Dry."  The  new  Porsche  models  ap- 

ear  only  fleetingly. 

The  magazine  insert,  encased  in  a 

;aled  folder,  has  run  in  magazines 

ke  Architectural  Digest,  Yachting  and, 

3  it  happens,  Forbes.  The  copy  extols 

urposeful  engineering.  Why  is  the 

orsche  91  l's  ignition  key  on  the  left 

de  of  the  steering  wheel?  "Porsches 

:e  designed  to  be  raced.  .  .  "  the  ads 

eclare.  "Many  of  the  great  races  use 

inning  starts,  with  the  first  part  of 

le  race  being  on  foot  to  the  cars 

lemselves."  The  key  is  therefore  on 

le  left  because  "this  is  intended  to 

lake  a  running  start  as  fast  and  effi- 

ent  as  possible,  allowing  the  driver 

])  start  the  car  virtually  as  he  is  enter- 
: 


ing,  and  leaving  the  right  hand  free  for 
shifting  duties."  All  right. 

The  campaign  looks  great,  feels  sol- 
id and  is  executed  at  obvious  expense, 
fust  like  a  Porsche.  Still,  it  is  a  strate- 
gy different  from  any  Porsche  has 
tried  before.  As  Porsche's  success  over 
the  years  has  shown,  the  company 
knows  a  great  deal  about  building 
cars.  Performance,  technical  exper- 
tise, luxurious  styling  up  to  the  point 
that  it  interferes  with  performance — 
all  of  these  come  together  to  create 
the  image  that  excites  the  Porsche 
customer.  The  new  campaign  aims  to 
impress  this  image  deeper  into  the 
psyches  of  those  who  buy  or  who  may 
someday  buy  the  most  expensive  im- 
ported cars. 

"Performance  alone  isn't  a  value- 
added  premium,"  says  Fred  Senn,  the 
Porsche  account  director  at  ad  agency 
Fallon  McElligott.  Porsche's  new 
president  killed  one  ad  using  the 
headline  "Think  of  it  as  a  Mercedes- 
Benz  with  Tabasco  sauce,"  after  a 
short  run.  Says  Bowler,  "I'm  not  ask- 


Brian  Bowler,  Porsche's  U.S.  president 
Making  his  dealers  grumpy. 


)RBES,  OCTOBER  30,  1989 


ing  people  to  think  of  it  as  any  kind  of 
Mercedes.  It's  a  Porsche." 

Porsche  dealers  understand  they 
sell  image  and  an  attitude  toward  en- 
gineering and  driving,  as  well  as  cars. 
But,  as  with  most  car  companies' 
dealers,  some  Porsche  dealers  would 
prefer  a  less  cerebral  approach.  Grum- 
bles a  Long  Island  dealer  who  has  been 
hit  by  financial  and  real  estate  market 
weakness  and  whose  Porsche  sales 
have  dropped  75% :  "Why  don't  they 
show  more  of  the  new  cars?" 

Porsche  understands  that  without  a 
superior  product,  the  image  will 
quickly  flicker.  So  the  company  con- 
tinues to  improve  the  product,  and  to 
charge  more  for  it.  This  year,  Porsche 
will  replace  its  $51,205  911  Carrera 
model  with  the  souped-up,  247hp 
Porsche  Carrera  2,  priced  at  $58,500. 

"It's  a  much  better  car,  maybe  even 
a  better  value,"  says  a  dealer.  "But  I'm 
still  asking  someone  to  pay  over 
$7,000  more  for  it."  Replies  a  Porsche 
spokesman:  "What  is  expected  of  the 
product  dictates  what  goes  into  it." 
Neglect  the  car's  physical  aspects,  he 
is  saying,  and  the  fantasy  dies. 

There  is  no  question  of  the  impor- 
tance of  Porsche's  current  campaign. 
Almost  all  Porsche  dealers  also  sell 
another  line  of  cars — often,  Volks- 
wagens and  Audis — but  many  of  them 
still  can't  make  it.  Porsche  has 
dropped  from  314  to  283  dealers  in  the 
past  year.  Forest  Lane  Porsche/Au- 
di/Alfa  Romeo  in  Dallas  claimed  the 
honor  of  being  Porsche's  top-selling 
U.S.  dealer  five  years  running,  from 
1983  to  1987,  selling  580  cars  in  1986. 
Last  year  Forest  Lane  sold  180  cars 
and  then  filed  for  Chapter  1 1  protec- 
tion in  May.  Says  Forest  Lane  owner 
Kirk  Franceschini:  "Porsche  will  be- 
come a  boutique  car  like  Ferrari 
(which  sells  4,000  cars  a  year  world- 
wide), but  that's  not  where  we 
thought  we  were  heading."  But  that's 
precisely  the  point  of  the  new  cam- 
paign: to  remain  profitable  on  limited 
volumes,  without  becoming  a  bou- 
tique car  company. — J.L. 
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Collectors 


Would  you  pay  $450,000  for  a  single  cel- 
luloid frame  vised  in  an  old  Disney  car- 
toon? Some  collectors  would,  gladly. 


Mickey  mania 


By  Christie  Brown 


F|  rame  by  laborious  frame,  ani- 
mators under  the  direction  of 
Walt  Disney  began  creating 
movie  cartoons  some  60  years  ago. 
The  characters  they  drew — Mickey 
Mouse,  Donald  Duck,  Jimmy  Cricket 
and  the  present  day's  Roger  Rabbit — 
have  been  stealing  audience  hearts 
ever  since. 

Now  those  cute  little  critters  are 
stealing  their  way  into  collectors' 
hearts — and  pocketbooks — as  well.  A 
collecting  frenzy  of  cartoon  "eels" — 
the  individual  celluloid  frames  used 
to  produce  animated  films — is  now 
reaching  manic  proportions.  (For  a  de- 
scription of  animation-film  terms,  see 
box,  p.  232.)  Recently,  for  example, 
collector  Peter  Merolo,  a  Staten  Is- 
land, N.Y.  restaurateur,  sold  a  single, 
black-and-white  eel,  measuring  11 
inches  by  13  inches,  of  Clara  Cluck 
and  Mickey  Mouse,  from  the  1934 
Disney  short  Orphan's  Benefit,  for  a 
record  $450,000.  The  buyer:  St.  Louis 
art  gallery  owner  Philip  Samuels. 
Two  years  previously,  Merolo  ac- 
quired that  eel  for  under  $50,000. 

How  did  Merolo  enjoy  his  spoils? 
He  promptly  spent  around  $100,000 
to  buy  a  eel  from  the  1935  film  Tie 
Baud  i  i  ncert,  the  first  Technicolor 
Mickey  Mouse  movie.  That  same  eel 
had  sold  for  $24,000  in  1985— then  a 
record  price. 

Predicts  Merolo,  whose  collection 

.  Js  is  he  says,  worth  over 

A  '.thin  a  couple  of  years 

break  the  million- 

prices  so  aston- 
"n.iny  eels 


Celjrom  '  X  trpban  s  Benefit 
Recent  sale  price:  $450,000. 


and  related  cartoon  sketches  anc 
drawings  created  for  any  given  piece 
of  animated  film. 

It  takes  24  eels  to  produce  a  single 
second  of  film.  To  produce  the  9-min- 
ute  Orphan's  Benefit  there  were  over 
20,000  eels  and  drawings  and  about  20 
backgrounds  produced. 

But  few  such  eels  from  those  vin- 
tage cartoons  survive.  Walt  Disney 
himself  considered  the  original  draw- 
ings to  be  the  real  art,  not  the  eels.  So 
they  were  often  washed  clean  and  re- 
used, or  simply  tossed  out,  since  the 
pre- 1940  cellulose  nitrate  was  a  fire 
hazard.  There  are  fewer  than  a  dozen 
pieces  known  to  exist  from  some  of 
the  films  from  the  1920s  and  1930s. 
Hence  the  stratospheric  $450,000  col- 
lector Merolo's  eel  commanded. 

Indeed,  eels  were  so  little  thought 
of  that  in  the  early  1960s,  Warner 
Brothers'  studio  casually  destroyed  20 
years  of  animation  art  (eat  your  hearts 
out,  hidden  asset  searchers).  So  there 
are  virtually  no  eels  featuring  such 
Warner  Brothers  stars  as  the  old  Bugs 
Bunny,  Porky  Pig  and  Daffy  Duck. 

Yet  many  old  Disney  eels,  and  large 


numbers  of  newer  ones,  are  availat 
today.  In  some  cases,  Disney  emplo| 
ees  rescued  old  eels  from  the  dust  bi 
and  sold  them  later.  And,  once 
company  caught  on  that  eels  had  vd 
ue,  it  began  selling  what  it  had  onl 
thrown  away.  As  early  as  1938  Disnj 
licensed  the  Courvoisier  Galleries 
San    Francisco    to    sell    more    thj 
20,000  eels  and  drawings  from  s?u. 
Wbitc  and  other  movies.  After  eij 
years  the  Courvoisier  agreement 
pired,  and  in  the  late  1950s  hundre 
of  thousands  of  eels  were  sold  directl 
to  Disneyland  tourists  as  souvenirsJ 
for  $1.25  each.  Many  of  these  haj 
gone  from  children's  room  walls 
attic  toy  chests,  their  potential  vail 
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Gel  from  first  Mickey  Mouse  Technicolor  film,  "Tlie  Band  Concert, "  mad 
Will  this  be  the  one  to  crack  the  million-dollar  barrier? 


v->;> 


4  "setup"  from  the  film  "Peter  Pan, "  with  Mr  Smee  and  Captain  Hook 
Collectors  at  times  make  eel  collages,  against  original  backgrounds. 


Model  sljeetfor  'The  Band  Concert' 
A  guide  for  animation  artists. 


The  witch  from  "Snow  White" 
Heady  brew  for  Disney  buffs. 
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unknown  to  their  owners. 

Two  years  ago,  for  example,  a  legal 
secretary  in  Fullerton,  Calif,  was  re- 
ferred to  an  elderly  lady  who  had  a  eel 
of  Pinocchio  with  Jiminy  Cricket, 
from  the  1940  animated  classic  Pinoc- 
chio. The  secretary  paid  $75  for  it;  it  is 
now  worth  $30,000. 

Since  1973,  Disney  has  marketed 
limited  editions  (about  275  per  edi- 
tion) of  classic  eels,  along  with  pro- 
duction eels  from  new  films,  like  Who 
Framed  Roger  Rabbit?  Current  prices  at 
auction  range  from  $800  to  $50,000. 
But  these  more  recent  eels  have  very 
little  scarcity  value.  Roger  Rabbit  re- 
quired over  120,000  eels  to  produce; 
it's  a  safe  bet  that  none  were  thrown 
away.  Disney  limited  edition  eels  go 
for  much  less— $300  to  $2,000. 

Although  Disney  controls  the  copy- 
right for  its  cartoon  characters,  it  can- 
not control  art  it  no  longer  owns.  But 
that  hasn't  kept  the  company  from 
trying.  In  1984,  for  example,  Disney 
tried  to  dispute  ownership  and  put  a 
restraining  order  on  the  first  Chris- 
tie's auction  of  Disney  art,  consigned 
by  a  former  employee.  The  sale  went 
through,  however,  and  greatly  fueled 
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Peter  Merolo  amidst  prized  Disneyana 
A  collection  as  big  as  Spielberg's. 


collector  interest. 

Probably  no  private  collector  is 
more  active  today  than  Peter  Merolo, 
who  displays  much  of  his  collection 
in  his  Staten  Island  restaurant,  M.J.'s 
Supper  Club.  The  walls  are  covered 
with  cavorting  images  of  Mickey  and 
Minnie,  Snow  White,  Peg  Leg  Pete, 
Clarabelle  Cow  and  Horace  Horsecol- 
lar  as  Simon  Legrec.  His  collection, 
amassed  over  just  three  years,  com- 
pares in  size  with  that  of  moviemaker 
Steven  Spielberg,  who  also  owns  sev- 
eral hundred  eels.  "I  used  to  frequent- 
ly bump  heads  with  Spielberg  at  auc- 
tion," brags  Merolo,  "but  the  last  two 
times  I've  outbid  him." 

One  of  Merolo's  pleasures  is  mixing 
and  matching  eels  with  backgrounds. 
Since  hundreds  of  eels  exist  for  every 
background,  the  value  climbs  dramat- 
ically for  a  "key  setup"— the  original 
eel  and  matching  background.  But  the 
value  of  the  setup  can  be  even  further 
enhanced  when  yet  another  movie 
character  eel  is  added  to  the  scene. 

For  example,  Merolo  purchased  a 

key  setup  of  Captain  Hook  from  Peter 

Pan    According  to  his   own  artistic 

sense,  he  added  a  colorful  eel  of  Mr. 

Smee  entering  the  ship's  cabin.  While 

such  a  scene  with  Mr.  Smee  does  not 

exist  in  the  movie,  adding  eels  to  a 

setup  is  common  for  collectors  and 

dealers— the    rule    being,    the    more 

characters  the  better.  "Disney  does  it 

iys  David  Smith,  head  of  the 

■•hives,   "although  now  with 

the  cartoons  out,  we  get 

'Hey,  my  [eel)  scene  isn't 


From  sketch  pad  to  screen 


irea.  But  at  current  prices, 
Ot  kid  stuff. 


Tlhere  are  several  forms  of  ani- 
mation artwork  on  the  collect- 
ing market,  including  model 
sheets,  storyboard  sketches, 
drawings,  eels,  backgrounds  and 
setups. 

Model  sheets  are  composite 
drawings  of  the  animated  cartoon 
characters  in  a  given  film.  They 
act  as  masters  for  the  animation 
artists  to  follow.  Storyboard 
sketches  act  as  the  script.  Pencil 
drawings  are  then  made  of  every 
action  of  the  characters,  and  are 
traced  in  ink  onto  a  piece  of  cellu- 
loid, about  1 1  by  13  inches.  These 
eels,  painted  on  the  back  so  that  a 
camera  won't  pick  up  the  brush- 
strokes, are  then  shot  against  a 
watercolor  background  (for  exam- 
ple, Captain  Hook's  ship).  A  sin- 
gle background  might  accommo- 


date thousands  of  eels. 

Each  eel  produces  one  frame  of 
full  animation  film,  so  a  typical 
animated  short  (six  to  eight  min- 
utes long)  might  have  a  total  of 
over  10,000  eels  and  an  equal 
number  of  drawings. 

A  setup  is  a  eel  placed  against  a 
background.  But  the  eel  might  be 
cut  down  and  the  background 
might  not  be  the  production  origi- 
nal, although  still  made  by  Disney 
artists.  Disney  prepared  setups 
this  way  and  sold  them  through 
San  Francisco's  Courvoisier  Gal- 
leries in  the  1 930s.  The  problem  is 
there  are  not  enough  original 
backgrounds  to  go  with  the  eels.  A 
key  setup  is  the  perfect  match  of  a 
full  eel  placed  correctly  against  its 
original  backgound,  as  Disney 
filmed  it—  C.B. 


"Watch  your  back" 


Don't  let  the  cute  little  images 
blind  you.  There  are  plenty 
of  fakes  and  misrepresented  eels 
on  the  market.  After  all,  it's  not 
that  hard  to  copy  a  mouse  on  a 
sheet  of  plastic,  in  volume.  In 
1982,  for  example,  Disney  law- 
yers prosecuted  a  Texas  man  for 
forging  thousands  of  eels.  (The 
case  was  settled  out  of  court.) 

Even  buying  from  an  estab- 
lished dealer  in  Disneyana  is  no 
guarantee.  "Watch  your  back — 
some  are  good,  most  are  treacher- 
ous," says  collector  Peter  Merolo. 
In  1987  he  paid  a  longtime  dealer 
$3,500  for  what  he  thought  was  a 
1937  eel  of  the  witch  in  Snow 
White  Such  a  eel  would  now  be 
worth  $12,000.  But  Merolo  later 
learned  his  eel  was  made  of  ace- 
tate celluloid — used  by  Disney  af- 
ter 1940 — and  made  for  book  pub- 
lication, not  the  movie  produc- 
tion. The  eel  was  actually  worth 
only  about  $2,500.  Merolo  de- 
manded, and  received,  his  money 
back,  and  felt  lucky. 

Another  easy  trap  for  the  un- 
wary is  not  knowing  exactly 
what  you  are  buying.  Many  buy- 
ers pay  the  price  for  a  key  setup, 
only  to  discover  that  while  the 
eel  is  original,  the  background  is 


not  made  by  Disney  artists.  It 
might  be  a  lithograph,  or  even  a 
photograph. 

The  best  source  for  authentica- 
tion and  appraisals  is  Ron  Stark, 
director  of  s/r  Laboratories,  401 
Falconrock  Lane,  Agoura,  Calif. 
91301.  Disney  itself  has  hired 
Stark  to  vet  eels  at  auction  and 
refers  collectors  to  him. 

A  good  dealer  will  make  good 
on  anything  that  turns  out  false 
or  misrepresented.  Among  those 
who  say  they  will: 

Gallery  Lainzberg,  200  Guar- 
anty Building,  Cedar  Rapids, 
Iowa  52401  (800-553-9995).  Car- 
ries newer,  less  expensive  eels 
($35  to  $500)  but  also  offers  vin- 
tage animation  art. 

Animated  Art  Gallery,  200 
Public  Square,  Cleveland,  Ohio 
44114  (800-366-CELS).  Current 
and  vintage  stock. 

The  Animation  Gallery  Ltd., 
1977  Queen  Street  East,  Toronto, 
Ont.  M4L  1J1  (416-691-4105). 
Current  and  vintage  eels. 

For  a  full  list  of  the  galleries 
that  offer  original  Disney  art, 
write  to  the  Disney  Art  Program, 
the  Walt  Disney  Co.,  500  S. 
Buena  Vista  Street,  Burbank, 
Calif.  91521.— C.B. 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 


In  otherwise  sane  and  sober  New  Zealand, 
tourists  and  locals  are  queueing  up  to  leap 
off  bridges  and  mountains. 


Boing! 


By  William  P.  Barrett 


It  looks  like  a  movie  stunt: 
Someone  dives  off  a  bridge  143 
feet  above  a  river  but  cheats  death 
vhen  a  long  rubber  cord  tied  to  his 
eet  breaks  the  fall  just  a  few  yards 


above  the  water.  The  jumper  boings 
back  up  again,  then  yo-yos  a  few 
times  before  coming  to  rest,  hanging 
by  his  feet.  Spectators  along  the  river 
bank  applaud. 

This  is  no  movie  stunt.  Over  17,000 
fairly  ordinary  tourists  and  New  Zea- 


landers  have  made  this  great  leap 
since  last  November  alone,  and  all 
have  lived  to  tell  the  tale.  The  sport  is 
called  "bungy  jumping"  (after  the 
bungy  rope,  which  acts  like  a  giant 
rubber  band  and  makes  it  all  possible). 
Rather  like  cliff  diving  in  Acapulco, 
bungy  jumping  has  become  a  daily 
tourist  event  in  Queenstown,  a  scenic 
South  Island  hamlet  about  650  miles 
south  of  Auckland. 

Bungy  jumping  isn't  the  only  dare- 
devil activity  that  has  helped  tum 
tiny  New  Zealand  into  the  Temple  of 
Thrill.  Other  sports  that  are  gaining  in 
popularity  include  jumping  off  moun- 
tainsides with  miniparachutes,  and 
racing  through  rock-strewn  river 
gorges  in  jet-powered  boats. 

New  Zealand  long  has  been  an  out- 
door paradise,  with  great  fishing, 
hunting,  skiing,  hiking,  mountain 
climbing,  scuba  diving  and  sailing. 
Why  the  popularity  of  these  high-fly- 
ing sports?  Some  New  Zealanders 
joke  that  it  is  collective  remorse  over 
the  fact  that  the  national  symbol,  the 
kiwi,  is  a  bird  that  can't  fly. 

A.J.  Hackett,  who  operates  the  two 
bungy-jump  sites  around  Queens- 
town,  explains  the  bungy  craze  this 
way:  "It  helps  one's  self-esteem.  You 


Oliver  StreweVC'ildlighi 


Jumper  takes  to  the  air  143  feet  above  New  Zealand's  Kawarau  River 
For  $50  a  crack,  "it  really  gets  the  adrenaline  flowing." 
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are  two  kinds  of  people  in  this  world.  Those  who  allow  success  to  go  to  their  heads,  and  thi 
allow  it  to  go  to  their  brains.  The  Acura  Legend  Coupe  was  created  for  the  second  group.  People  \ 
!iat  it's  not  how  much  you  spend  that  counts,  but  how  much  you  get. 
when  you  buy  an  Acura  Legend  Coupe,  you  get  a  lot  more  than  a  status  symbol.  You  get  an  a 
igned  around  the  belief  that  the  person  a  luxury  performance  car  needs  to  impress  most  is  i 
ing  behind  the  wheel.  Which  migbt  explain  why,  for  the  last  three  years,  Acura  owners  have  r; 
(mobiles  and  dealers  the  most  satisfying  in  America,  among  both  foreign  and  domestic  autc 
the  J.D.  Power  and  Associates  Customer  Satisfaction  Index." 

nun . ../ lliiui:  1 1  K8 it  MvJt> ft»<T mi  ^*» umi-v  Qonar  .Vu/ou. »» lmk\~  Kirt  /»,a« I  qiuliivonJ M*  anta: 


i£.H»  >,, .«V.- 


^H 


J   ■ 


wmx 


■ft 


owners  of  the  Legend  Coupe  have  been  impressed  indeed  with  the  Formula  One-inspired  performance 

27-liter,  24- valve  V-6  engine.  Its  double-wishbone  suspension,  with  a  smooth  ride  that  insulates  the 

r  from  the  road  and  responsive  handling  that  doesn't  isolate  him  from  it.  As  well  as  the  peace  of  mind 

id  by  its  Anti-Lock  Brakes"  (ALB)  and  drivers  side  airbag  (SRS). 

lo  our  way  of  thinking,  features  like  those  listed  above  say  a  lot  about  the  priorities  of  the  people  who 

ned  the  Acura  Legend  Coupe.  Not  to  mention  the  priorities  of  the 

le  who  drive  the  Acura  Legend  Coupe. 

ror  more  information  or  your  nearest  dealer,  call  1-800-TO-ACURA.    Precision  crafted  performance. 


Ptl s  by  Oliver  Slrewe  VMldlighi 


Abandoned  suspension  bridge  near  Queenstown  tnakes  an  ideal  launching  pad 
Some  days,  over  100  locals  and  tourists  make  the  great  leap. 


V 
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Plenty  of  time  to  s/xjiv  off- — or  reflect — on  the  way  down 
Even  80-year-olds  nave  made  the  plunge. 

do  something  that  every  instinct  in 
your  body  says  you  shoudn't  do.  You 
feel  great  afterwards."  A  31 -year-old 
New  Zealand  speed  skier,  Hackett 
achieved  fame  a  few  years  ago  by 
bungy  jumping  off  the  Eiffel  Tower. 
He  says  he  has  bungy  jumped  nearly 
1,000  times  and  conducted  extensive 
research  into  the  proper  materials  for 
a  bungy  rope  before  opening  his 
Queenstown  locations. 

While  most  jumpers  are  under  35, 
they  have  also  included  80-year-old 
women,  a  handicapped  person  in  a 
wheelchair  and  blind  people.  Probably 
upwards  of  half  the  jumpers  are  visit- 
ing Australians,  with  Americans  ac- 
counting for  around  12%  of  the  traf- 
fic. "It  really  gets  the  adrenaline 
flowing,"  says  Ann  Reilly,  a  Freeport, 
NY.  physical  therapist,  after  taking 
the  plunge  off  the  Kawarau  River 
ab  >ut  15  miles  outside 
town.     It's  been  an  hour  and 

n  a  high." 

id  on  beautiful  Lake  Waka- 

r.ned  by  the  snowcapped 

mountain        range, 

nst  is  become  a  year-round 


resort  center.  Seasons  are  the  reverse 
of  those  in  the  U.S.,  meaning  the  ski- 
ing season  peaks  in  July  and  August, 
while  the  warmest  weather  is  around 
Christmas. 

Watching  the  bungy  jumpers  is  free; 
actually  jumping  isn't.  The  cost?  At 
his  Kawarau  River  site,  by  far  the 
country's  most  popular  bungy  venue, 
Hackett  charges  $51  for  an  individ- 
ual's first  jump  and  $36  for  additional 
plunges.  First-time  jumpers  get  a  T 
shirt  and  a  certificate,  and  for  an  extra 
$27,  a  videotape  of  the  big  leap.  If  a 
143-foot  fall  isn't  enough,  Hackett 
has  a  230-foot  fall  from  another  area 
bridge  accessible  only  by  helicopter 
(cost:  $120,  including  the  ride). 

The  procedure  along  the  Kawarau 
River  is  quite  simple.  After  being 
weighed  on  a  digital  scale  to  deter- 
mine the  correct  bungy  length,  you 
venture  out  onto  the  span — an  aban- 
doned 1 10-year-old  suspension  bridge. 
Hackett's  staffers  then  wrap  a  towel 
around  your  legs,  and  affix  the  bungy 
cord,  all  the  while  urging  you  to  relax 
when  you  jump.  When  the  prepara- 
tions are  complete,  you  dive  off  the 


side  of  the  bridge.  After  the  jump, 
you're  lowered  upside-down  into  a 
waiting  inflatable  raft,  released  from 
the  cord  and  ferried  back  to  shore  to 
the  enthusiastic  greetings  of  your 
traveling  companions  and  onlookers 
who  gather  every  day  to  watch  the 
show.  On  some  days  you're  just  one  of 
more  than  100  jumpers. 

Obviously,  the  crucial  element  in 
all  this  is  the  bungy,  an  inch-and-a- 
half-thick  rope  made  of  latex  rubber 
cord  that  Hackett  and  his  staff  weave 
by  hand.  A  single  bungy  cord  is  good 
for  several  hundred  jumps,  then  dis- 
carded. For  heavier  jumpers,  two  bun- 
gies  are  affixed.  The  bungy  length  is 
adjusted  according  to  both  the  weight 
of  the  jumper  and  whether  the  jumper 
wants  to  be  dunked  in  the  river  below, 
merely  graze  it  or  stay  dry. 

Is  bungy  jumping  safe?  It  was 
banned  in  France  this  summer  after 
four  deaths  there  in  just  a  few 
months.  But  Hackett  says  the  French 
problem  was  inexperienced  operators 
who  didn't  take  the  proper  precau- 
tions and  overused  their  bungy  cords. 
No  paying  customers  have  been  hurt 
at  Hackett's  bungy  operations.  How- 
ever, there  are  other  bungy  operators 
in  New  Zealand,  and  the  country  does 
not  yet  regulate  the  fad  to  any  signifi- 
cant degree.  Nor  can  anyone  guaran- 
tee against  the  danger  of  heart  failure 
while  falling. 

What  about  insurance  or  liability? 
Aha,  this  is  probably  why  commer- 
cialized bungy  jumping  is  largely  con- 
fined to  Down  Under.  New  Zealand 
law  pretty  much  bars  lawsuits  against 
negligent  operators,  who,  accordingly, 
don't  carry  liability  insurance.  (Ifj 
there  is  a  mishap,  New  Zealand's  uni- 
versal accident  insurance  plan  picks 
up  medical  bills  of  all  victims,  includ- 
ing foreigners.) 

Besides  bungy  jumping,  Kiwis  have 
also  taken  up  "parapenting"  (pro- 
nounced para-punting)  in  a  big  way. 
Called  paragliding  in  the  U.S.,  this 
sport  involves  leaping  off  mountains 
while  suspended  in  a  harness  beneath 
a  10-foot-wide  sail.  The  ride  lasts  up 
to  10  minutes.  At  the  only  public 
parapenting  site  near  Queenstown, 
operated  by  Max  Air  Parapents,  $48 
gets  you  a  half-day  package  of  instruc- 
tion along  with  two  solo  flights. 

If  you've  ever  liked  white-water 
rafting,  you  might  try  a  New  Zealanc 
version  on  a  shallow-raft  jet  boat 
down  the  aptly  named  Shotover  Riv- 
er. For  $30  ($14  for  children),  Shotovei 
Jet  will  take  you  through  narrow 
gorges  and  white  water  at  a  snappy 
38mph.  You  can  also  rent  your  own 
jet  boat  on  calmer  Lake  Wakatipu. 
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Gate  to  gate  service. 

Standing  under  the  torii  gates 
of  Kyoto,  you're  a  long  way  from 
where  you  began  this  journey.  But 
United  made  it  easy. 

With  nonstops  to  Japan  from 
five  U.S.  gateways,  United  gives  you 
the  convenience  you  need,  and  a 
i  level  of  service  that  makes  passing 
j  through  a  pleasure. 

Come  flv  the  friendlv  skies. 


■  ■ 
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UniTED 

a  i  r  l  i  n  e  s 


Tokyo  •  Osa:;a  •  Hong  Kong  •  Seoul  •  Taipei  •  Sydney  •  Melbourne  •  Beiiing  •  Shanghai  -  Auckland  •  Singapore  •  Manila  •  Bangkok 


Careers 


Executives  are  taught  to  delegate.  But 
should  they  delegate  the  delicate  network- 
ing and  letter-writing  tasks  needed  to  land 
themselves  a  new  job? 

Headhunters 
in  reverse 


By  Dyan  Machan 


Everyone's  allowed  one  career 
mistake,  and  Gordon  DeWerth,  a 
veteran  financial  executive,  would 
say  that  his  was  spending  three  years 
in  academia.  DeWerth  climbed  the 


corporate  ladder  for  14  successful 
years  at  United  Technologies,  Mac- 
millan  and  itt.  Then,  in  1985,  he 
joined  the  University  of  Hartford  as  a 
senior  vice  president  and  chief  finan- 
cial officer. 
Last  year  a  new  president  came  to 


stal-Wemer  Corp.  president 
'.xecutives  don't  need  to  be  told  they  ought  to  be  a  sea  captain. 


the  school,  and  DeWerth  was  out. 
This  suited  him:  He  had  had  enough 
of  university  life  and  wanted  back 
into  the  business  world.  He  knew  all 
the  right  steps  for  getting  a  job:  Hustle 
up  the  resume,  check  in  with  the  ex- 
ecutive recruiters,  wait  by  the  phone. 
But  after  doing  this  for  several 
months,  nothing  happened.  At  49,  un- 
able to  find  a  job  on  his  own,  DeWerth 
decided  drastic  measures  were  called 
for.  He  would  pay  someone  $15,000 
to  help  him  find  a  job. 

That  someone  was  David  Werner, 
53,  founder  of  Crystal-Werner  Corp.,  a 
firm  specializing  in  job  hunting  and 
outplacement  for  top  managers.  Wer- 
ner, a  frosty,  professorial  Englishman, 
was  a  marketing  man  in  the  wool 
industry  in  Europe  and  Australia  for 
about  15  years  before  he  started  a  job- 
hunting  firm  11  years  ago  in  New 
York  City.  His  job,  he  says,  is  to  take 
the  legwork  out  of  job  finding.  He 
tries  to  get  people  out  on  interviews 
as  soon  as  possible. 

In  the  job  finding  business,  where 
companies  usually  pay  outplacement 
firms  on  behalf  of  fired  and  laid-off 
executives,  it  is  considered  almost 
heresy  for  an  individual  to  pay  for  job 
hunting  help  out  of  his  own  pocket. 
However,  in  many  circum- 
stances it  makes  sense  for  exec- 
utives to  pay  their  own  way, 
getting  themselves  what 
amounts  to  an  agent  to  repre- 
sent their  best  interests — a  sort 
of  headhunter  in  reverse. 

Despite  impressive  accom- 
plishments, many  high-level  ex- 
ecutives are  better  at  selling 
their  products  than  at  selling 
themselves  to  a  new  employer. 
Take  the  case  of  an  unemployed 
but  well-to-do  advertising  exec- 
utive who  was  once  earning 
more  than  $500,000  a  year.  He 
says  he  wouldn't  bother  looking 
for  a  job  if  he  had  to  do  it  him- 
self. "I  don't  feel  like  calling  up 
everybody  I  know  and  asking  for 
work,"  he  says.  "If  I  had  to  do 
that,  I  would  rather  stay  put  and 
look  after  my  investments." 

Instead,  he,  too,  hired  Werner 
to  write  letters  and  make  calls 
and  introductions  on  his  behalf. 
The  former  ad  executive  has 
had  interviews  with  about  3C 
prospective  employers  in  the 
past  six  months,  and  he  ha 
turned  down  three  offers.  Right 
now  he  is  bidding  with  a  group 
of  investors  for  a  $100  millior 
consumer  goods  company  tha' 
he  would  run. 

Werner  and  others  in  his  fiek 
can  be  especially  helpful  whei 
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executives  want  to  look  for  new  jobs 
without  letting  their  current  employ- 
ers know  they're  looking.  One  client 
was  a  vice  president  with  Goldman, 
Sachs  who  wanted  to  relocate  to  Lon- 
don, but  he  didn't  want  the  invest- 
ment bank  to  find  out  about  his  job 
search.  Werner  made  queries  without 
identifying  his  prospect,  and  within 
four  months  his  client  accepted  a  se- 
nior position  with  Morgan  Grenfell  in 
London,  earning  over  $300,000. 

What  Werner  and  a  handful  of  other 
elite  job  hunters  do  is  very  different 
from  what  traditional  outplacement 
firms  offer.  The  outplacement  firms 
typically  charge  companies  10%  to 
15%  of  a  departing  employee's  salary. 
For  this  fee,  they  put  employees 
through  a  battery  of  psychological 
tests  to  help  them  figure  out  what 
they  are  ~best  suited  to  do,  counsel 
them  on  writing  resumes,  and  offer 
ego-building  counsel  and  tips  on 
networking. 

Werner  scoffs  at  these  practices.  He 

figures  most  people  making  his  mini- 

imum  salary  of  $100,000  "don't  need 

:  to  be  told  that  they  ought  to  be  a  sea 

,  captain."    Nor    does    Werner    spend 

i  time  trying  to  make  the  displaced  feel 

good  about  themselves.  He  is  not  a 

hand-holder.  What  Werner  tries  to  do 

is  save  time,  a  valuable  service  given 

the  salaries  his  clients   earn  when 

they're  working. 

Werner's    services    do    not    come 
cheap.  He  charges  roughly  10%  of  sal- 
ary to  a  limit  of  $20,000,  and  also  asks 
or  a  "success  fee" — two  weeks  of 
gross  pay  at  the  new  job. 

Getting  Gordon  DeWerth  back  into 
the  commercial  world  after  three 
years  working  for  a  university  was  a 
real  challenge  for  Werner.  "I  know  the 
way  the  corporate  world  works,"  says 
le.  "They  take  a  look  at  your  last  job 
ind  label  you  as  'nonprofit.'  " 

Werner  and  DeWerth  sat  down  and 
dotted  their  strategy.  They  decided 
hey  would  concentrate  on  smaller 
:ompanies  in  New  England.  Chances 
)f  employment  in  a  Forbes  500s  com- 
)any  were  slim:  Such  larger  compa- 
lies  generally  prefer  to  hire  younger 
>eople,  and  promote  from  within. 

Werner  has  three  databases  (two 
troprietary,  the  other  commercially 
vailable)  containing  lists  of  compa- 
lies  and  their  top  executives  in  the 
J.S.,  Europe,  Australia  and  the  Far 
ast.  Using  these  databases  as  a  start - 
ag  point,  he  can  search  for  companies 
y  industry  sector,  size  of  company 
nd  geographic  location.  With  De- 
Verth  looking  on,  Werner  wrote  up 
is  resume  and  the  different  versions 
f  letters  they  would  send  out  to  sev- 
ral  hundred  companies. 


Gordon  DeWerth,  rice  president  ofGestra  Inc. 
Why  wait  by  the  phone? 


In  DeWerth's  case,  the  letters  went 
out  under  his  own  signature.  In  most 
cases,  however,  Werner  writes  client 
letters  on  Crystal-Werner  stationery, 
under  his  own  signature.  They  usual- 
ly begin,  "An  acquaintance  of  mine 
has  asked  me  to  approach  you  in  con- 
fidence." The  letter  goes  on  to  de- 
scribe the  'acquaintance's"  career  in 
glowing  but  convincing  terms.  After 
firing  off  a  batch  of  these  letters,  Wer- 
ner screens  the  responses,  sending  out 
a  resume  only  to  serious  requests  for 
more  information. 

More  than  just  handling  the  busy- 
work,  Werner  helps  to  market  a  candi- 
date. DeWerth,  for  example,  wanted 
to  de-emphasize  his  time  at  the  uni- 
versity. Werner's  strategy  was  to  deal 
with  it  directly  and  positively.  His 
letters  began,  "The  president  of  the 
University  of  Hartford,  who  em- 
ployed me  as  his  right-hand  man,  has 
accepted  a  position  as  president  of 
George  Washington  University.  Be- 
cause I  chose  not  to  move  to  Washing- 
ton, my  assignment  is  complete.  I  am 
now  in  a  position  to  return  to  the 
private  sector."  Then  the  letter 
launches  into  his  background. 

After  DeWerth's  first  wave  of  let- 
ters went  out,  a  few  calls  followed.  A 
second  batch  went  out  to  a  different 
mailing  list,  then  a  third.  In  all, 
DeWerth  estimates  that  as  many  as 
1,000  letters  were  sent.  Within  six 
months'  time,  DeWerth  had  about  40 
inquiries  to  follow  up.  Those  spawned 
15  interviews  and  three  solid  offers. 
Says  DeWerth,  "Werner  is  a  fantastic 
letter  writer.  He  gets  responses." 

In  the  event,  DeWerth  took  a 
$100,000-a-year  job  as  vice  president 
of  the  U.S.  subsidiary  of  Gestra  Inc.,  a 


West  German  company  that  makes 
industrial  valves. 

But  as  DeWerth  happily  wrote  out 
a  $5,000  check  for  Werner's  "suc- 
cess fee"  (he  had  already  paid 
$10,000),  clouds  were  on  the  hori- 
zon. Within  weeks  of  his  joining 
Gestra,  the  company  was  bought 
out  by  the  U.K.'s  Siebe  Pic. 
DeWerth  was  once  again  the  victim 
of  a  restructuring.  This  time,  with 
Gestra  footing  the  bill,  DeWerth  and 
Werner  are  beginning  a  second  job- 
finding  campaign. 

Technically,  Werner  is  part  of  what 
the  trade  calls  retail  outplacement,  or 
job  counseling  services  paid  for  direct- 
ly by  the  job  seeker.  As  you  can  imag- 
ine, there  are  plenty  of  hucksters  ply- 
ing these  lucrative  waters  during  this 
era  of  restructuring.  Complaints 
against  sharp  practices  by  outplace- 
ment "experts"  got  so  bad  in  North 
Carolina,  Maryland  and  a  few  other 
states  that  they  now  prohibit  retail 
outplacement  altogether. 

How  does  an  executive  find  a  repu- 
table outplacement  firm?  The  best 
way  to  evaluate  a  firm  is  to  ask  for  a 
list  of  several  former  clients,  and  call 
them.  Also,  the  National  Association 
of  Career  Development  Consultants, 
in  Washington,  D.C.,  offers  recom- 
mendations; the  group  relies  on  its 
members  to  police  one  another. 

One  good  piece  of  advice:  Give  wide 
berth  to  any  firm  that  promises  it  can 
get  you  a  job.  Werner,  according  to  his 
clients,  "tries  to  under-promise,"  and 
insists  that  he  doesn't  find  people 
jobs.  "I  help  make  introductions,"  he 
says.  "Getting  a  job  is  chemistry.  Be- 
yond a  certain  point,  it's  really  up  to 
the  client."  ■ 
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Faces 

Behind  the  Figures 


Edited  by  Jason  Zweig 


Hotelier  by  default 


Pallida  Fernuik 


Hiroyoshi  Aoki  of  Aoki  Corp. 

Constrained  at  home,  he  prospered  abroad. 


If  it  weren't  for  a  quirk  in  Japan's 
construction  business,  Hiroyoshi 
Aoki  might  not  be  one  of  the  world's 
most  successful  hoteliers. 

Aoki  was  making  a  good  living  back 
in  the  1970s  running  Aoki  Corp.,  the 
construction  company  his  father 
founded  in  1947.  But  young  Aoki  was 
frustrated.  He  wanted  his  company  to 
grow  quickly,  yet  he  repeatedly  found 
himself  shut  out  of  Japan's  lucrative 
public  works  contracts.  The  plum 
contracts  went  to  larger,  more  estab- 
lished firms  like  Kajima  and  Shimizu. 
Stymied  at  home,  Aoki  went  over- 
seas— and  that  proved  to  be  a  stroke  of 
genius,  though  not  right  away. 

After  losing  money  on  several  con- 
struction jobs  abroad,  Aoki  in  1976 
hit  on  the  idea  of  buying  foreign  ho- 
tels. He  now  owns  luxurious  Caesar 
Park  Hotels  in  Brazil,  Panama  and 
Taiwan  as  well  as  the  Algonquin  in 
New  York  and  stakes  in  the  Beverly 
Wilshire  in  Los  Angeles  and  the  Ritz 
in  Barcelona.  Then,  last  year,  Aoki 
bought  Westin  Hotels  &  Resorts  from 
Allcgis  Corp.  for  $1.4  billion. 

Today  Aoki  owns  or  manages  75 

hotels  in   14  countries,  making  him 

one  of  the  world's  largest  hoteliers. 

Last  year  hotels  brought  in   12%  of 

Aoki's  $2.6  billion  in  sales.  His  am- 

bitions  have  not  been  satisfied.   He 

plans  to  double  the  number  of  Wes- 

lOtela  in  ten  years  from  about 

expanding  the  chain  in  Europe, 

':   I     Latin    America.    "I    will 

^tin  a  global  company,"  he 

1  hat   guarantees   good    news 

's     construction     division, 

already  building  or  plan- 


ning hotels  in  Osaka,  Shanghai,  Or- 
lando, and  Sintra,  Portugal. 

Isn't  Aoki  worried  about  the  world- 
wide glut  of  hotel  rooms?  He  hopes  to 
avoid  any  downturn  by  aiming  main- 
ly at  wealthy  travelers — including,  of 
course,  "Japanese  businessmen  and 
tourists." — Hiroko  Katayama 


"They  hated  me" 

Tlhese  days  in  the  debt-defying  su- 
permarket business,  management 
will  do  anything  to  pinch  out  another 
penny  of  profit.  John  Catsimatidis,  41, 


chief  executive  and  sole  owner  of 
New  York  City's  Red  Apple  Cos.,  is 
saving  on  fixed  costs  by  getting  off  the 
ground  floor:  He  just  opened  a  super- 
market in  a  basement  off  Broadway  on 
Manhattan's  Upper  West  Side,  and  he 
is  planning  one  on  a  second  floor 
above  Madison  Avenue. 

Real  estate  costs — at  $100  per 
square  foot  in  Manhattan — can  be 
prohibitive  for  low-margin  businesses 
like  groceries.  To  Catsimatidis,  it's 
simple:  "We  just  can't  charge  $2  for  a 
container  of  milk."  By  putting  stores 
in  basements  and  on  second  floors, 
where  they've  almost  never  been  tried 
before,  he  should  cut  Red  Apple's 
rental  costs  by  some  70% . 

Catsimatidis  has  been  in  the  busi- 
ness since  1970,  when  he  quit  New 
York  University  just  eight  credits 
short  of  his  electrical  engineering  de- 
gree. At  age  21,  he  started  his  first  Red 
Apple  on  the  Upper  West  Side  of  Man- 
hattan with  $10,000  borrowed  from 
his  father. 

"I  was  the  most  hated  guy  in  super- 
markets," Catsimatidis  recalls.  "I  de- 
livered free.  I  cashed  checks  free.  I 
opened  up  Sunday.  Why?  I  paid  my 
checks  Friday,  and  I  had  to  earn  the 
dollars  on  Sunday  to  make  the  checks 
good  Monday." 

Today  his  empire  includes  the  58 
Red  Apple  and  Gristede's  stores  in 
New  York  in  addition  to  Florida's  39 
Pantry  Pride  markets.  He  also  has  an' 
oil  company,  United  Refining  of  War- 
ren, Pa.,  300  Kwik  Fill  gas  stations, 
and  an  airplane  leasing  company  with 
20  airliners  on  lease.  Last  year  his 
various  companies  had  a  total  of  $1.8 
billion  in  sales. 


John  <  atsimatidis  of  Red  Apple  <  os 

In  search  of  the  "lowest  payroll  dollar. 
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But  Catsimatidis  hasn't  mastered 
the  art  of  lying  gracefully.  We  asked 
why  his  Red  Apple  supermarkets  are 
often  so  dirty  and  the  help  so  rude: 
"We're  looking  for  the  lowest  payroll 
dollar,"  he  shrugged.— Jerry  Flint 


Help  definitely  wanted 

As  tens  of  thousands  of  jubilant  East 
■Germans  pour  into  West  Germa- 
ny, they  are  greeted  by  billboards  and 
leaflets  advertising  jobs:  bakers,  tex- 
tile workers,  machinists,  hotel  work- 
ers. Good  jobs,  promising  wages  of 
$1,600  to  $3,000  a  month,  with  full 
West  German  employment  benefits. 
A  fortune  in  East  German  terms. 

Far  from  being  a  potential  burden  to 
West  Germany,  as  some  West  Ger- 
mans have  feared,  the  new  refugees 
will  be  an  asset,  says  Norbert  Walter, 
senior  economist  at  Deutsche  Bank, 
|  West  Germany's  largest  bank.  Says 
he,  "The  West  German  economy  is 
growing  at  the  fastest  rate  this  decade. 
The  influx  will  help  fill  jobs." 

It  will  also,  he  says,  fuel  the  sort  of 
import  surge  that  all  West  Germany's 
trading  partners  have  wanted,  since 
the  refugees  will  arrive  with  little 
more  than  the  clothes  on  their  backs 
and  will  want  clothing,  cars  and  furni- 
ture with  their  new  wages.  Over  the 
next  20  years,  Walter  expects  immi- 
grants from  Eastern  Europe  to  add  as 
much  as  0.5%  a  year,  or  $50  billion,  to 
Germany's  gross  national  product. 

For  all  its  admirable  economic  suc- 
cess, West  Germany  is  in  many  ways 
a  hidebound  place.  The  refugees,  85% 
of  them  under  45  years  of  age,  should 


Andrea*.  Boucher  A  'u-Contacl 


Ann  Summj 


Architect  Frank  Gebry 

Carefully  avoiding  "weirdness. 


Yierman  economist  Norbert  Walter 
Henty  of  jobs. 


shake  things  up  a  bit,  and  for  the 
better,  says  Walter.  West  Germany's 
powerful  unions,  for  example,  are 
leading  the  drift  away  from  hard  work 
and  enterprise;  currently,  they  are  agi- 
tating for  a  statutory  cut  in  the  work 
week  to  35  hours.  By  contrast,  most  of 
the  refugees  come  ready  to  work  hard 
and  to  take  the  jobs  spurned  by  West 
Germans,  particularly  those  in  the 
less  well  paying  service  sector.  Walter 
adds  that  the  new  refugees  should  be 
only  too  happy  to  counter  any  young 
West  Germans  who  pine  for  more 
state  control. — Peter  Fuhrman 


Castles  in  the  air? 

Ayn  Rand's  individualistic  archi- 
tect Howard  Roark,  protagonist  of 
The  Fountainbead,  might  have  sympa- 
thized with  Santa  Monica-based  ar- 
chitect Frank  Gehry.  Gehry,  60,  has 
built  a  reputation  as  one  of  the  most 
innovative  designers  of  his  generation 
by  using  old  materials  like  wood  and 
concrete  in  combination  with  new 
plastics  and  composites  to  create 
structures  that,  instead  of  recycling 
past  architectural  styles,  reflect  con- 
temporary America. 

But,  like  Roark,  Gehry  wants  to 
build  a  skyscraper.  He  has  been  pre- 
vented from  doing  so  by  bureaucrats 
and  red  tape.  Gehry  has  designed  two 
big  buildings:  a  40-story  structure  for 


Progressive  Corp.  in  Cleveland,  and  a 
50-story  office  and  commercial  com- 
plex with  Toronto's  Olympia  &  York 
on  the  present  site  of  Manhattan's 
Madison  Square  Garden.  But  the 
Manhattan  project  has  been  scuttled, 
the  victim  of  municipal  bureaucracy. 
The  Progressive  building,  too,  has 
faced  tough  going  with  city  planners, 
and  chances  of  getting  a  green  light 
seem  slim,  at  best. 

Not  all  is  lost.  Among  Gehry's  re- 
cent commissions  are  Chiat/Day/ 
Mojo  Inc.  Advertising's  three-story 
West  Coast  headquarters  in  Venice, 
on  the  west  side  of  Los  Angeles,  and 
an  entertainment  complex  for  Euro 
Disneyland  outside  of  Paris  for  Walt 
Disney  Co.  Gehry  is  also  creating  a 
line  of  office  and  home  furniture  for 
Knoll  International.  Though  usually 
known  for  the  outrageous,  in  dealing 
with  corporate  clients  Gehry  says  he 
carefully. avoids  "taking  them  down 
the  garden  path  with  some  kind  of 
weirdness." 

Annual  billings  at  Gehry's  smallish 
firm  come  to  about  $5  million.  But  he 
isn't  after  go-go  growth.  Says  he,  "It's 
a  personal  thing.  I  don't  want  to  do 
ten  office  buildings  a  year,  like  a  Phil- 
ip Johnson."  Surely,  one  skyscraper 
would  be  nice.  Perhaps  complimen- 
tary copies  of  The  Fountainbead  should 
be  sent  to  all  those  obfuscating  bu- 
reaucrats.— Peter  Slatin 
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TOP  OF  THE  CLASS 


Academic  honors  don't  guarantee 
business  success.  Nor  do  they  mean 
that  a  person  will  continue  to  learn 
after  leaving  school. 

Staying  proficient  and 
professional  requires  an  ongoing 
commitment  of  time,  effort  and 
money.  That's  a  major  challenge  lor 
every  working  person . . .  and  a 
necessity. 

CPAs  who  are  members 

of  the  American  Institute  of 

CPAs  are  one  step  ahead. 

It's  called  Continuing  Professional 
Education  or  "CPE."  This  program 


keeps  members  up-to-date  on 
changes  in  the  economy,  society  and 
the  accounting  profession. 

The  AICPA  believes  that 
everyone  can  benefit  from  continuing 
education.  In  fact,  they  feel  so 
strongly  about  the  subject  that  they 
voted  overwhelmingly  to  make  CPE 
mandatory  for  every  AICPA  member. 

That  goes  for  those  who  work  for 
thousands  of  U.S.  companies,  as  well 
as  those  in  government,  education 
and  accounting  firms. 

Not  all  CPAs  are  the  same. 

AICPA  members  continue  to  learn 
long  after  they  have  earned  their 
academic  kudos.  Chances  are  you  rely 
on  your  accounting  professional  for 
sound  advice  on  a  variety  of  subjects, 
from  taxes  and  financial  reporting  to 
management  issues.  You  expect  that 
advice  to  be  current,  no  matter  how- 
hard  the  winds  of  change  are  blowing. 

So  now  you  know  how  they  do  it: 
Continuing  Professional  Education. 

You  see,  you  learn  something  new 
every  day. 


The  measure  of  excellence. 


AICPA. 


AMERICAN  INSTITUTE  OF  CERTIFIED  PUBLIC  ACCOUNTANTS 

1211  Avenue-  ol  the  Americas.  New  York.  NY  10036-8775 


IN  AN  INCRI  ASINC.LV  COMPLEX  WORLD,  AICPA  MEMBERS- 
rHAN 280,000 CPAs  IN  PUBLIC  PRA<  TICE,  INDUSTRY,  GOVERNMENT  AND  EDUCATION  - 
PROVIDE  QUALITY  SERVICE  IN  THE  PUBLIC  INTEREST. 


The  Forbes  Wall  Street  Review 


Edited  by  Eric  S.  Hardy 


Wall  Street  isn't  blind,  it's  just  ig- 
noring news  about  a  soft  economy. 
Stocks  closed  the  recent  two-week  pe- 
riod at  record  levels.  Takeover  activi- 
ty, such  as  Donald  Trump's  bid  for 
amr,  has  provided  much  of  the  fuel. 
And  with  optimism  that  the  Federal 
Reserve  is  about  to  cut  the  discount 
rate,  the  market  seems  confident  that 
the  economy  is  not  headed  toward  a 
major  recession.  Nevertheless,  Monte 
Gordon,  director  of  market  research 
for  Dreyfus,  is  recommending  defen- 
sive issues  such  as  foods  and  utilities, 
which  he  thinks  will  outperform  cy- 
clicals over  the  next  few  months. 


The  overall  market1 
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Performance 
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Total  return 
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Closeup  on  the  Market 


Index  or  investment 

Price 

2-week  change 

Index  or  investment 

Price  or  rate 

2-week  change 

Wilshire  index 

6,000  stocks  capitalization  weighted 

3,497.36 

3.2% 

Europe,  Australia,  New  Zealand  and  Far  East2 

(EAFE)  a  dollar  denominated  capitalization  weighted  index 

985.40 

2.3% 

Wilshire  index 

6,000  stocks,  equal  weighted 

23.68 

3.6 

Institutional3 

Approximately  200  stocks  with  high  institutional  ownership 

125.45 

2.9 

Dow  iones  industrials 

30  stocks;  divisof-adiusted  price  average 

2,773.56 

3.5 

Individual3 

Approximately  200  stocks  with  low  institutional  ownership 

114.81 

1.9 

S&P500 

Capitalization  weighted  cross-section,  major  stocks 

356.97 

3.3 

Technology 

Hambrecht  &  Quist  index 

269.17 

1.6 

NYSE 

Capitalization  weighted,  all  listed  common  stocks 

198.05 

3.1 

Gold4  (Composite  quote  of  6  major  dealers) 

$363.50 

unchanged 

Yen4  (per  $U.S.) 

142.75 

-2.0 

Amex 

Capitalization  weighted  total  return:  stocks,  warrants 

394.43 

3.8 

Commodity  index4  (CRB  futures  index.  1967  =  100) 

224.83 

-0.8 

Nasdaq 

Capitalization  weighted,  all  issues  except  warrants 

480.66 

2.9 

Oil4  (W  Texas  Intermediate) 

$19.95 

1.7 

T  Bills4  (90  days) 

7.55% 

-25  basis  points5 

Amex  international  market  index 

Capitalization  weighted.  SO  largest  ADRs 

325.17 

2.2 

Broker  loan  rate4 

10.00% 

unchanged 

The  Best  Performing  Stocks 


Company 

Price 

2-week  change 

P/E 

Reason 

Noxell 

333/4 

59% 

26 

Stock  rising  in  tandem  with  Procter  &  Gamble,  who  will  acquire  company  in  stock-swap 

Esselte  Business  Systems 

43 

29 

15 

Parent  company  Esselte  AB  of  Sweden,  intends  to  offer  $40  for  all  shares  outstanding 

Columbia  Pictures    . 

265/s 

29 

NM 

Agrees  to  Sony's  $27  per-share  cash  offer 

Mylan  Labs 

18'/< 

24 

42 

Drug  to  treat  Parkinson's  disease  is  well  received  in  U.S.  market 

Tejon  Ranch 

54 

22 

NM 

Stock  rises  in  sympathy  with  competitor  Newhall  Land  &  Farming 

The  Worst  Performing  Stocks 

Company 

Price 

2-week  change 

P/E            Reason 

Harcourt  Brace  Jovahovich 

95/8 

-38% 

NA            Agrees  to  sell  theme  parks  for  price  much  lower  than  expected 

Wang  Laboratories 

43/4 

-16 

NA            Continuing  investor  pessimism  about  company's  financial  condition 

Quantum  Chemical 

35H 

-14 

3            Agrees  to  purchase  Petrolane  with  First  Boston.  Possible  earnings  dilution 

Amdahl 

13'/8 

-14 

7            Speculation  that  IBM  may  introduce  competitive  mainframe  computer 

Cummins  Engine 

56Vs 

-10 

NA            Announces  third  quarter  will  show  deficit 

Me:  All  data  tor  periods  ending  10/5/89.  Wilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  Stocks  listed  above  all  have 
larket  capitalizations  of  J500  million  or  more  'Capitalization  weighted,  prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.  'Morgan  Stanley  Capital  International  Perspective.  !A  Arbel.  Cornell  University,  using  Ford  Database  from 
ord  Investor  Services.  'Knight-Ridder  Financial  Information.  5A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point  NA.  Not  applicable.  NM:  Not  meaninglul. 

ORBES,  OCTOBER  30,  1989 

243 

New  Issues  Review 


Edited  by  Charles  M.  Bartlett  Jr. 


The  biggest1 

Company/business 

Exchange 

Offer 
date 

Offer 

price 

Recent 
price 

Offering 
(Smil) 

Lead 
underwriter 

Performance  to  date 
absolute     rel  to  mkt2 

Cable  &  Wireless/telecomm  svcs 

N 

9/26/89 

26% 

27V8 

$281 

Goldman,  Sachs 

4% 

2% 

Smith  Corona/typewriters 

N 

7/28/89 

21 

19  Vg 

252 

Sbearson  Lehman 

-8 

-10 

Giddings  &  Lewis/machine  tools 

0 

7/20/89 

14 

167/8 

119 

First  Boston 

21 

15 

Air  &  Water  Tech/environmental  svcs 

A 

8/10/89 

17 

18'/8 

68 

Kidder  Peabody 

7 

6 

Grace  Energy/oilfield  svcs 

N 

8/17/89 

22 

24 

65 

Merrill  Lynch 

10 

8 

Central  Newspapers/publishing 

N 

9/20/89 

21 

23  '/e 

63 

Goldman,  Sachs 

10 

9 

Eagle  Food  Centers/supermarkets 

0 

7  27/89 

20 

17  3/4 

60 

Goldman,  Sachs 

-11 

-13 

Chart  House  Enterprises/restaurants 

N 

8/29/89 

13'/2 

13% 

41 

First  Boston 

1 

1 

Lechters/retail  housewares 

0 

7/20/89 

20  Vi 

22  Va 

37 

Goldman,  Sachs 

9 

18 

Ogden  Projects/waste-to-energy  svcs 

N 

8/2/89 

14 

25  V* 

35 

Merrill  Lynch 

80 

78 

Performance  Update 


Smokestack  ipos  make  a  comeback. 
It  wasn't  computer  software,  biotech- 
nology or  solar  energy  that  attracted 
the  most  capital  in  the  new  issues 
market  in  the  past  year.  It  was  chemi- 
cals and  steel.  Over  the  last  12 
months  $1.1  billion  and  $500  million, 
respectively,  were  invested  in  these 
two  industries.  Goldman,  Sachs  was  a 
lead  underwriter  on  each  group's  larg- 
est iro:  the  Lyondell  Petrochemical 
ottering  tor  $960  million,  and  the  Brit- 
ish Steel  American  Depositary  Shares 
(adsI  ottering  at  $420  million. 

The  biggest  individual  underwrit- 
ing of  the  September  quarter  was  also 
a  Goldman,  Sachs  deal.  The  U.S. -trad- 
ed shares  of  Cable  &  Wireless  Pic,  a 
U.K. -based  telecommunications  ser- 
vice firm,  raised  $281  million.  The 
second-largest  issue  ($252  million) 
was  Smith  Corona,  famous  for  its 
typewriters  and  word  processors 
Smith  Corona's  parent,  scm,  was  ac- 
quired by  Hanson  Trust  Pic.  in  1986. 
The  new  offering  reduces  Hanson's 
control  of  Smith  Corona  to  51.3%. 

Ogden     Projects,     which     makes 

waste-to-energy  equipment,  was  the 

best-performing  new  iro  in  the  third 

quarter,  benefiting  from  Wall  Street's 

it   enchantment   with  environ- 

il   stocks.  Since  Merrill   Lynch 


The  best1 

Company/business 

Offer 

price 

Offering 
($mil) 

Lead 
underwriter 

Performance  to  date 
absolute       rel  to  mkt2 

Ogden  Projects/waste-to-energy 

14 

$35 

Merrill  Lynch 

80% 

78% 

New  Image  Inds/imaging  prods 

6'/2 

7 

HJ  Meyers 

71 

72 

Newbridge  Networks  comm  sys 

10 '/2 

26 

Smith  Barney 

48 

45 

Westcott  Comm/tv  programming 

10 

15 

Robertson,  Stephens 

38 

28 

Applebee's  Intl  restaurants 

ll»/2 

23 

Piper,  Jaffray 

31 

29 

The  worst 

Company/business 

Offer 
price 

Offering 
((mil) 

Lead 
underwriter 

Performance  to  date 
absolute       rel  to  mkt2 

Marine  Drilling/drilling  svcs 

8'/2 

$30 

Dillon,  Read 

-18% 

-19% 

Bizmart/office  supply  stores 

10 

34 

Alex  Brown  &  Sons 

-13 

-13 

Eagle  Food  Centers/supermarkets 

20 

60 

Goldman,  Sachs 

-11 

-13 

Vencor/fitted  cloth  diapers 

8V4 

15 

JC  Bradford 

-10 

-11 

Electronic  Arts/computer  software 

8 

17 

Alex  Brown  &  Sons 

-9 

-10 

The  most  active  investment  banker 


Underwriter 


Total 
offerings 


Total 
raised 
(Smil) 


Goldman,  Sachs 


14 


$2,660 


First  Boston 


364 


Merrill  Lynch 


B 


343 


Telecommunications 


386 


Shearson  Lehman 


277 


Typewriters 


1 
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len  public  Aug.  2,  raising  $35 

the  stock  has  gained  80%. 

a  Newark,  N.J. 

vices  firm,  supplied  data 

rt.) 

I       gs  with  oiler  date  of  7/1 /89  to  9/30/89,  otter..  (.  price  of  S2.S0OI  more  and  offering  value  of  S5  million  or  more.  '  Last  quarter  2  The  percentage  by  whic 


Alex  Brown  &  Sons 


11 


197 


Industries  going  public 


Industry 


Total 
offerings 


Total 
raised 
(Smil) 


Chemicals 


$1,123 


Steel 


513 


Bank  holding  co 
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of  MOO  invested  in  the  Stock  exceeds  the  ending  wilue  of  $100  invested  in  the  market    '  Latest  12  months 


Source  Securitiei  I 
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The  Funds 


Edited  by  Jonathan  Clements 


Asher  Edelman  s  Canal  Capital  is  really  an 
investment  fund  disguised  as  a  stockyard. 
It  makes  plenty  of  money,  but  its  share- 
holders get  not  a  penny. 

Cash  cows,  so 
where's  the  cash? 


At  first  blush,  Canal  Capital  ap- 
pears to  make  its  money  from 
k  eight  stockyards  in  places  like 
St.  Joseph,  Mo.  and  Sioux  City,  Iowa. 
Look  a  little  closer  and  you  find  Canal 
is  really  an  investment  fund  with  a 
portfolio  of  real  estate,  stocks  and  an- 
cient art.  Sound  like  an  odd  mixture? 
It  sure  isn't  winning  rave  reviews 
from  investors,  who  have  left  Canal's 
stock  to  languish  at  4'/k,  an  alltime 


low  and  well  below  the  lSVs  peak 
reached  in  1987.  No  analyst  regularly 
follows  the  company,  and  we  could 
find  only  three  mutual  funds  that  own 
the  stock.  All  are  index  funds,  and 
thus  unwitting  owners. 

Wall  Street  has  abandoned  Canal 
Capital  for  good  reason.  "The  compa- 
ny isn't  run  for  shareholders,"  snarls 
Michael  Price,  manager  of  the  Mutual 
Series  funds,  who  bailed  out  of  Canal 


Andv  Frvcrvrji 


later  Edelman 
om  stockyards  to  stocks. 


Capital's  stock  in  early  1988.  "We 
weren't  so  happy  with  the  control  of 
the  company,  to  put  it  mildly."  How- 
ever obliquely,  Price  is  referring  to  the 
fact  that  Canal  is  52%  controlled  by 
its  vice  chairman,  the  sometime  cor- 
porate raider  Asher  Edelman,  age  49. 

Oddly,  Canal  Capital  (1988  reve- 
nues, $31  million)  is  a  remnant  of 
Edelman's  greatest  triumph,  the  asset 
stripping  of  Canal-Randolph  Corp. 
Back  in  1982  Canal-Randolph  was  an 
operator  of  1 1  stockyards  that  owned 
prize  real  estate,  primarily  office 
buildings.  Its  stock  traded  as  low  as 
25.  Edelman  took  a  run  at  the  compa- 
ny and,  by  early  1984,  controlled 
enough  stock  to  force  through  his  liq- 
uidation plan.  Within  a  year  the  stock 
was  down  to  15,  but  nobody  was  com- 
plaining. Along  the  way,  shareholders 
received  $98  a  share  in  three  special 
dividends  and  shares  in  newly  spun- 
off  United  Stockyards,  now  called  Ca- 
nal Capital.  So  a  $25  stock  turned  into 
$113.  It  was  a  mighty  fine  piece  of 
asset  stripping. 

Like  Canal-Randolph  before  it,  Ca- 
nal Capital  also  looks  cheap  based  on 
breakup  value.  The  company  has  debt 
and  preferred  stock  of  a  tad  over  $42 
million,  which  is  almost  completely 
offset  by  the  value  of  its  stock  portfo- 
lio, cash  and  ancient  art  inventory 
The  art  was  acquired  for  Canal  by 
New  York  City  art  dealer  Edward 
Merrin  as  part  of  a  new  venture  Canal 
launched  last  year.  As  for  other  assets, 
Canal  is  right  now  negotiating  the 
sale  of  six  of  its  eight  remaining 
stockyards  to  one  of  the  company's 
directors,  which  should  net  the  com- 
pany $6  million  after  taxes.  Canal  is 
hanging  on  to  land  under  two  meat- 
packing facilities  and  the  stockyards 
in  Omaha  and  Fort  Worth,  which  to-( 
gether  are  worth  maybe  $7  million. 
Canal  is  also  keeping  900  acres  of  land 
under  and  around  the  stockyards,  car- 
ried on  the  books  at  $9  million. 

But  most  of  Canal's  land  has  been 
on  the  books  since  the  1930s.  Today  it 
could  be  worth  $21  million,  as  indi 
cated  by  the  sale  over  the  last  three 
years  of  real  estate  in  Chicago,  St 
Paul  and  elsewhere  for  more  thar 
double  the  book  value.  If  the  land  it 
worth  $21  million,  Canal  Capita 
could  be  liquidated  at  $6.30  a  share 
after  corporate  capital  gains  taxes. 

Alas,  it  doesn't  seem  likely  tha 
shareholders  will  get  their  hands  or 
anything  like  $6.30  a  share.  Althougl 
the  stockyard  operations  and  the  rea 
estate  generate  $5-million-plus  a  yea 
in  operating  income — and  Canal  ha: 
averaged  more  than  $6  million  a  yea 
since  1986  in  revenues  from  arbitragi 
and  special  situations — the  company 
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has  yet  to  pay  a  dividend.  Where  is  all 
the  money  going? 

Almost  all  of  the  nearly  $12  million 
a  year  gets  swallowed  up  in  high  ex- 
penses. Edelman  himself  nabs  a  quar- 
ter of  all  profits  kicked  off  by  the 
stock  portfolio.  His  stock  picking  fee, 
plus  his  salary  and  the  commissions 
picked  up  by  his  brokerage  firm,  have 
averaged  $2  million  a  year  over  the 
past  three  years. 

On  top  of  that,  Canal  Capital  regu- 


larly chalks  up  well  over  $2  million  in 
general  and  administrative  expenses, 
and  that's  ignoring  the  cost  of  running 
both  the  real  estate  and  stockyard  op- 
erations. If  Canal  were  a  closed-end 
fund,  it  would  likely  have  an  expense 
ratio  well  in  excess  of  10%.  Compare 
that  with  the  1.5%  that's  typical  for 
closed-ends. 

Besides  the  $4  million  in  expenses, 
there  is  $4  million  or  so  that  Canal 
pays  out  each  year  to  the  holders  of  its 


debt  and  preferred.  Then  figure  in  tax- 
es, and  investors  can  say  good-bye  to 
most  of  that  $12  million  a  year.  Only 
$1.3  million  made  it  to  the  bottom 
line  in  1988.  So  far  this  year,  Canal  is 
$700,000  in  the  red. 

Edelman's  response?  "It  bothers  me 
too,"  he  says  lamely.  "I  think  we  have 
to  reduce  our  expenses."  Maybe  what 
Canal  Capital's  shareholders  need  is  a 
good  takeover  artist  to  liquidate  the 
company.  — J.C. 


Some  international  fund  managers  yearn 
for  frequent  foreign  junkets.  Shreekant 
Panday  would  rather  sit  in  Kansas  City 
and  read  the  financial  pages. 

No  place 
like  home 


By  Edward  Giltenan 


Mo  manager  of  an  international 
stock  fund  can  keep  tabs  on 
every  company  in  the  world,  so 
Shreekant  Panday  doesn't  even  bother 
to  try.  Instead,  he  sits  in  his  office  in 
Kansas  City,  Mo.  and  reads  the  news- 
paper. "Devoting  time  to  all  the  thou- 
sands of  stocks  we  could  look  at 
would  be  near  impossible,"  scoffs 
Panday,  who  is  38  and  manages  the 
$278  million  United  International 
Growth  fund.  "But  there  are  only  a 
imited  number  of  economic  statis- 
:ics  to  consider." 

That's  where  the  newspaper  comes 
n  handy.  Panday,  the  Bombay-born 
;on  of  a  World  Bank  and  imf  econo- 
nist,    scours    the   financial    pages — 
imong    other    sources — looking    for 
rends    in    trade    balances,    interest  I 
ates,  monetary  policy  and  exchange^ 
ates.  Once  he  decides  what  it  all  \ 
neans  for  particular  countries  and  in- 
lustries,    he    zeros    in    on    specific 
tocks. 

So  far,  Panday's  macroeconomic  ap- 
proach has  paid  off  for  shareholders  in 
Jnited  International  Growth.  This 
ront-end  load  fund  recently  joined 
he  Forbes  honor  roll  (Sept.  4)  on  the 
trength  of  its  excellent  performance 
n  down  markets.  During  the  1980s  it 
ell  a  few  points  a  year  short  of  the 
Morgan  Stanley  foreign  stock  index, 


Chrlstophe  Gruner 


United  International's  Shreekant  Panday 
He  prefers  Kansas  City. 

but  it  handily  beat  the  domestic  s&p 
500  benchmark. 

Right  now,  Panday's  reading  of 
global  economics  tells  him  that  the 
strong  dollar  and  the  booming  Japa- 
nese economy  are  conspiring  to  force 
up  Japanese  interest  rates.  So  in  Japan 
he's  sticking  to  retailers  like  Ito-Yo- 
kado  and  high-technology  companies 
like  Fanuc,  the  machine  tool  systems 
company.  Those,  he  reckons,  are  less 
sensitive  to  spiraling  interest  rates. 


Panday  doesn't  worry  much  about 
lofty  price/earnings  ratios  of  many 
Japanese  stocks.  One  company  he 
likes  is  Yamato  Transport,  Japan's 
leading  overnight  parcel  delivery  ser- 
vice. It  trades  at  an  exuberant  98 
times  estimated  1990  earnings  of  $40 
million.  But  price/earnings  ratios  are 
not  a  dependable  measure  of  Yama- 
to's  value.  Among  other  factors,  Ya- 
mato intentionally  holds  down  its  re- 
ported earnings. 

Panday  prefers  to  look  at  earnings 
growth.  Profits  have  been  growing  at  a 
brisk  20%  annual  clip  the  past  three 
years.  More  than  half  of  Yamato's 
business  comes  from  home  delivery, 
so  it's  a  play  on  Japanese  consumer 
spending,  which  is  belatedly  thriving 
in  Japan  after  years  of  thrift.  And  with 
Japan's  entire  system  of  distribu- 
tion— everything  from  trucking  to  air 
freight — being  deregulated,  Yamato  is 
poised  to  grab  even  more  than  its  cur- 
rent 40%  market  share.  It  has  220,000 
distribution  points,  versus  24,000  for 
the  Japanese  postal  service. 

Another  of  his  favorites  is  the  To- 
kyu  department  store  chain,  Japan's 
answer  to  J.C.  Penney.  The  depart- 
ment stores  are  a  key  source  of  profit 
for  Tokyu  Corp.,  a  conglomerate  of 
300  companies  that  includes  travel 
agencies,  hotels  and  railroads.  Tokyu 
is  the  subject  of  merger  rumors,  as 
well  as  being  another  play  on  Japan's 
consumer  spending  boom. 

Panday  doesn't  sit  on  his  holdings. 
His  fund  notched  up  turnover  of 
193%  last  year,  double  that  of  the 
average  equity  fund.  But  most  of  that 
turnover  came  in  Japanese  stocks, 
which  account  for  a  quarter  of  the 
fund's  assets.  With  the  entrenched 
system  of  cross-ownership  in  Japa- 
nese industry,  only  a  third  of  the  aver- 
age company's  shares  are  actively 
traded.  That,  plus  the  hefty  influence 
of  Japan's  big  four  brokers,  means 
stock  prices  can  swing  wildly,  so  Pan- 
day  takes  his  profits  quickly. 

Outside  Japan,  where  p/e  ratios  are 
of  a  more  earthly  nature,  Panday  is 
much  stricter  when  applying  his  valu- 
ation yardsticks.  But  he  still  relies  on 
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A  Brilliant  Deduction 


Searching  for  a  way  to  round  out  a  flat  corporate 
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from  toys  to  office  supplies,  computer  equipment 
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up  to  twice  cost.  We  arrange  distribution  to 
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non-profit  groups  nationwide.  We'll  help  you 

discover  a  giving  strategy  that  makes  you  feel 

good  and  look  good  on  the  bottom  line. 

In-kind  giving. 
It's  the  perfect  solution. 

For  more  information, 

contact  Gifts  In  Kind 

at  703-836-2121. 


IN  KIND 

700  North  Fairfax  Street 
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Foreign  affairs 

After  getting  battered  for  most 
the  strong  dollar,  international 

of  the  year 
stock  funds 

because  of    in  the  third  quarter, 
rebounded    ty  funds.  Here,  eight 

Dutstripping  almost  all  other  equi- 
of  the  better  international  funds. 

Fund 

Maximum 

sales 

charge 

Performance 

UP    DOWN 

markets 

10-year1 

Total  return 

5-year1 

3rd-quarter 
1989 

Alliance  International 

5.5% 

A            C 

NA 

30.4% 

14.3% 

Kleinwort  Benson — Intl  Equity 

none 

B            C 

16.4% 

28.5 

15.2 

Merrill  Lynch  Pacific 

6.5 

A           C 

26.2 

36.1 

30.6 

New  Perspective 

5.75 

C           A 

18.0 

21.4 

11.4 

T  Rowe  Price  International 

none 

B            C 

NA 

29.0 

14.9 

Scudder  International 

none 

B            C 

18.2 

26.8 

13.4 

United  International  Growth 

8.5 

C            A 

19.3 

20.9 

10.5 

Vanguard  Trustees  Comm  Intl 

none 

C           A 

NA 

30.3 

17.6 

i    Lipper  Equity  Fund  Average 

15.9 

16.7 

9.6 

'Annualized     NA:  Not  applicable. 

Sources:  Lipper  Analytical  Service 

FORBES  CDA  Mutual  Fund  Evaluator  on  diskette 

a  broad  global  outlook  to  spot  likely 
winners.  Noting  that  France's  flirta- 
tion with  socialism  was  over,  Panday 
dug  among  French  manufacturing 
ompanies  to  see  who  had  taken  the 
Dpportunity  to  cut  labor  costs  and  use 
the  savings  to  modernize.  His  pick? 
Peugeot.  The  carmaker  has  cut  30,000 
obs  from  its  188,000-employee  pay- 
roll since  1984.  Profits  have  almost 
doubled  over  the  last  three  years,  but 
:he  stock  still  sells  at  just  over  four 
:imes  estimated  1990  earnings  of  $1.8 


billion. 

In  Switzerland,  Panday  was  attract- 
ed to  packaged  food  giant  Nestle  S.A., 
largely  because  it  derives  30%  of  its 
earnings  from  the  U.S.  and  other 
countries  whose  currencies  tend  to 
move  with  the  dollar,  like  Singapore 
and  Hong  Kong.  That  can  be  a  great 
boost  when  the  dollar  is  strengthen- 
ing, as  it  has  been  lately.  In  the  U.S., 
Nestle  sells  Stouffer's  and  Lean  Cui- 
sine frozen  dinners  and  Contadina 
pasta  and  sauces. 


Nestle  trades  at  13  times  estimated 
1990  earnings,  compared  with  17  for 
the  average  global  food  stock.  The 
stock  has  been  held  back  because  the 
Swiss  restrict  foreign  ownership  of 
their  corporations'  voting  shares.  But 
that  is  likely  to  change  as  1992  draws 
near.  In  the  U.S.,  Nestle  trades  over- 
the-counter  in  the  form  of  American 
Depositary  Receipts.  Current  price: 
273/4.  Says  Panday,  "If  I  had  to  put 
widows  and  orphans  in  one  stock, 
[Nestle)  would  be  it."  ■ 


^E  PROUDLY 

PRESENTSANEW 

SERIES  THAT  TOOK  26 
LIFETIMES  TO  CREATE. 

mtODUCING  "PERSONALDIARY"  ON  BUCK  ENTEKIAJNMENT  TV. 


Thanks  to  the  lifework  of  26 
ick  men  and  women,  "Personal 
ary"  was  made  possible  Because 
s  series  was  created  to  highlight 
•ir  distinguished  careers. 
From  four-star  generals  to  prize 
ming  playwrights  to  political 
ders.  Each  week  "Personal 
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Diary"  will  profile  someone  new, 
someone  who's  made  a  real  dif- 
ference 

So  watch  for  "Personal  Diary" 
on  BET.  It's  a  series  that  comes 
along  maybe  once  in  26 
lifetimes. 

Check  cable  guide  for  listing. 


We  bring  good  things  to  life. 
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MONEY  &  INVESTMENTS 


By  Frederick  E.  Rowe  Jr. 


The  lazy  way  to  riches,  or,  honey,  dorit 
ever  sell  these  stocks  fve  given  you. 

SOMETIMES  IT'S 
SMART  TO  BE  LAZY 


fluctuations  don't  bother  her.  And 
she  remembers  what  Mr.  Smith  told 
her,  "Honey,  don't  ever  sell  these 
stocks  I've  given  you."  Mr.  Smith 
made  a  few  mistakes.  For  example, 
the  Braniff  he  bought  is  worth  a  tiny 
fraction  of  what  he  paid  for  it  and 
has  filed  bankruptcy  twice  in  the 
last  seven  years.  On  the  other  hand, 
the  Wal-Mart  he  bought  has  multi- 
plied 125  times  in  value.  It  doesn't 
bother  Mrs.  Smith  that  her  portfolio 
has  "undue"  concentration  in  a  few 
stocks  because  she  isn't  selling. 
When  she  has  money  left  over  after 
taxes,  what  does  she  do  with  it — 
buy  more  Braniff? 

No,  she  won't  do  that:  "Those 
people  never  send  me  any  checks  in 
the  mail  anymore  and  I  always 
thought  those  purple  and  orange  air- 
planes were  tacky."  Buy  more  Wal- 
Mart?  "Yes,  those  people  are  so 
sweet.  Every  year  or  two,  they  send 
me  new  stock  certificates  and  that 
Sam  Walton  seems  like  such  a  nice 
young  man.  I  think  I'll  buy  more." 

I  certainly  do  not  mean  to  put 
down  this  hypothetical  Mrs.  Smith 
because  the  fact  is  that  the  Mrs. 
Smiths  of  the  world  fantastically 
outperform  all  the  bank  trust  de- 
partments and  investment  advisory 
services  to  be  found.  And  they  will 
continue  to  do  so  as  long  as  they  can 
stay  out  of  the  hands  of  the  practi- 
tioners of  Modern  Portfolio  Theory, 
High  Velocity  Options  Trading,  etc. 
The  very  simple  fact  that  escapes 
nearly  all  of  us  is  that  the  most  a 
stock  can  go  down  is  what  you  paid 
for  it,  and  there  is  no  limit  to  how 
high  it  can  go. 

As  I  look  at  my  industry,  I  see 
people  almost  willing  to  kill  each 
other  over  an  eighth  of  a  point. 
There    is    endless    debate    about 


In  this  country  there  are  thousands 
of  unbelievably  rich  old  widows 
with  lockboxes  full  of  old,  yellow 
stock  certificates.  These  certificates 
are  worth  more  than  their  poor  dead 
husbands  ever  dreamed  of  making. 
For  the  sake  of  illustration,  let  me 
sketch  a  generalized  example  of 
how  the  phenomenon  occurs.  Mr. 
Smith  is  a  dynamic  businessman. 
Periodically  he  buys  modest 
amounts  of  stock  for  his  wife.  The 
stocks  he  buys  are  of  companies  he 
knows  personally.  He  knows  they 
have  good  prospects,  are  well  man- 
aged and  are  selling  for  less  than 
they  are  intrinsically  worth. 

Now  Mr.  Smith  would  not  be  in- 
terested in  owning  those  stocks 
himself.  He  would  be  more  interest- 
ed in  trading  soybean  futures.  If  the 
stocks  had  been  in  his  name,  he 
probably  would  have  pledged  them 
to  finance  a  gold  mining  venture  in 
Afghanistan  or  some  other  poten- 
tially disastrous  enterprise.  Any- 
way, the  good,  they  die  young,  and 
at  the  age  of  55.  Mr.  Smith  is  killed 
in  a  hunting  accident  in  Alaska. 

The  years  go  by.  Mrs.  Smith 
doesn't  know  how  to  read  stock 
quotes  in  the  newspaper,  so  market 

I  Frederick  E.  (Shad)  Rowe  Jr.,  a  guest  colum- 
|  nist.  is  the  general  partner  of  Dallas '  Green- 
I  brier  Partners,  a  hedge  fund. 


whether  the  proper  portfolio 
weighting  for  retail  stocks  is  6%  or 
8%  or  something  between.  There  is 
incredible  sound  and  fury  and  all 
the  while  Mrs.  Smith  is  making 
most  of  us  look  pathetic  with  her 
benign  neglect. 

When  that  special  chemistry  oc- 
curs in  a  business — the  right  man- 
agement, products,  assets,  etc. — the 
result  is  often  at  least  ten  years  of 
spectacular  growth.  Staying  with 
that  sort  of  growth  requires  more 
discipline  than  most  of  us  can  mus- 
ter. (Who  can  resist  taking  profits 
when  a  stock  you  buy  rises  50%  in  a 
few  months?)  If  you  attempt  to  mas- 
termind the  stock  market  with 
whatever  esoteric  trading  system 
that  suits  your  fancy,  you  eliminate 
any  chance  you  may  have  had  of 
taking  that  long  ride  on  a  Wal-Mart. 
An  old  piece  of  Wall  Street  trading 
wisdom  is  "Stop  your  losses  and  let 
your  profits  run."  Mrs.  Smith's  ver- 
sion is  a  little  different.  She  lets  her 
profits  run  and  allows  her  losses  to 
stop  themselves. 

Have  I  incorporated  Mrs.  Smith's 
winning  philosophy  in  the  manage- 
ment of  my  hedge  fund?  Not  really. 
If  I  didn't  occasionally  wake  up  in 
the  middle  of  the  night  with  my 
stomach  churning  over  some  short 
sale  gone  berserk,  I  wouldn't  know 
what  to  do  with  myself.  Mean- 
while, my  wife  sleeps  peacefully.  Is 
her  account  outperforming  mine?  I 
am  afraid  to  find  out. 

With  the  likelihood  that  tax  in- 
centives to  hold  for  the  long  term 
will  be  returned  to  the  tax  code,  the 
following  stocks  all  have  a  chance 
to  continue  as  real  growers.  They 
are  not  cheap.  Graham  and  Dodd 
would  cringe.  But  the  future  contin- 
ues to  look  very  bright  for  at&t  (43), 
which  is  still  underowned  by  insti- 
tutions. Dallas-based  BeautiControl 
Cosmetics  (19)  seems  poised  for  years 
of  steady  growth.  Dallas-based  dsc 
Communications  (I6V2)  should  con- 
tinue to  grow  rapidly  as  phone  com- 
panies worldwide  buy  dsc's  cost- 
effective  switches.  Convex  Computer 
(13),  also  Dallas-based,  is  leading 
the  pack  in  the  rapidly  growing  su- 
perminicomputer field  and  should 
maintain  its  edge.  San  Antonio- 
based  Luby  s  Cafeterias  (25)  is  the  best 
cafeteria  chain  in  this  part  of  the 
country.  Finally,  Mrs.  Smith's  fa- 
vorite, Wal-Mart  (41)  still  looks  good. 
Any  or  all  of  these  stocks  would  be 
likely  to  make  the  Mrs.  Smiths  of 
this  world  happy — and  the  rest  of  us 
envious.  ■ 
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Property  Strategies 


MONEY  &  INVESTMENTS 


Housing  stocks  anticipate  boom  years, 
which  could  make  them  a  good  buy  now. 

HOW,  AND  WHY,  TO 

PLAY  A  HOUSING 

REBOUND 


By  Charles  E.  Babin 


Last  month  (Forbes,  Sept.  18)  I 
ooked  at  how  the  Reagan-era  tax 
cuts  adversely  affected  housing  rela- 
tive to  other  industries  by  chipping 
away  at  the  tax  benefits  associated 
with  home  ownership.  The  analysis 
demonstrated  how  the  average 
homeowner's  increased  housing 
costs  more  than  offset  the  addition- 
al aftertax  income  generated  by  the 
1986  tax  bill.  From  this  perspective 
it's  not  surprising  that  residential 
investment  has  been  shrinking 
since  1987,  despite  a  robust  econo- 
my, and  that  developers  have  been 
suffering. 

Now  it's  time  to  look  ahead. 
Ultimately,  in  a  market  econo- 
my like  ours,  the  housing  sector 
will  adjust  to  reflect  today's  tax 
realities.  After  all,  shelter  is  still 
a  necessity  of  life  and  continues 
to  enjoy  a  significant,  albeit  di- 
minished, tax  advantage.  Early 
indications  point  to  1991  as  the 
rebound  year. 

Already  there  are  scattered 
signs  of  transition.  Interest  rates 
have  been  tailing  and,  according 
to  the  National  Association  of 
Realtors,  the  median  price  for 


V\  /■  Babin  is  managing  director 

ipitaJ  Management,  Inc . 

stment  management  linn,  in 


existing  homes  dropped  $1,800  in 
August  while  median  income  rose: 
Housing  is  becoming  more  afford- 
able, in  aftertax  dollars. 

When  the  giant  home-building  in- 
dustry does  awake,  the  rise  could  be 
spectacular.  In  1983,  the  last  bust/ 
boom  housing  cycle,  residential  in- 
vestment ballooned  nearly  40%. 
Stock  prices  of  the  housing  compa- 
nies (as  reflected  by  a  portfolio  of 
five  Standard  &  Poor's  housing-re- 
lated industry  groups)  anticipated 
the  turnaround  and  appreciated  by 
nearly  60%  in  1982,  even  though 
the  economy  was  mired  in  reces- 
sion. This  performance  wasn't  a 
fluke.  As  shown  in  the  table,  there 
have  been  seven  episodes  when 
housing  recovered  from  periods  of 
negative  growth  since  1950.  With 
the  exception  of  1958 — when  resi- 
dential investment  eked  out  a  small 
gain — housing  stocks  anticipated 
the  rebound  years. 

While  housing  stocks  have  per- 


Anticipatory  markets 

Housing  stocks  historically  have  led  the 
way  out  of  recessions. 

Recovery      Residential 
year          investment 

— Prior-yea 

Treasury 

bills 

r  investment  return — 
S&P            housing 
composite        stocks 

1953 

1.7% 

13.4 

15.5% 

1958               0.2 

3.2 

-13.8 

-12.9 

1962               7.4 

2.4 

4.0 

12.4 

1968             15.6 

4.3 

19  0 

92.5 

1971             29.1 

6.4 

0.2 

6.7 

1976             23.2 

5.8 

1.5 

53.1 

1983             39.7 

10.6 

15.5 

58.9 

A\  enge  return 

49 

12  K 

32.3 

formed  well  during  this  year's  bull 
market,  another  healthy  increase  is 
possible  given  the  industry's  recov- 
ery prospects.  The  challenge  is  to 
identify  a  means  for  assessing  the 
relative  appreciation  prospects  for 
housing  stocks.  Interest  rates  pro- 
vide a  solution. 

Few  could  dispute  that  there  is  a 
linkage  between  interest  rates  and 
stocks,  especially  housing  stocks. 
For  the  purpose  of  this  exercise,  I've 
chosen  to  track  interest  rate 
changes  using  Treasury  bills.  T  bill 
pricing  is  unambiguous,  readily 
available  and  provides  an  accurate 
barometer  of  interest  rate  move- 
ments. And  there's  a  "futures"  mar- 
ket for  T  bills,  from  which  an  im- 
plicit forecast  of  interest  rates — and 
in  turn  the  prospects  for  housing 
stocks — may  be  deduced.  Indeed, 
the  T  bill  futures  market's  14-year 
forecasting  record  is  impressive. 

Today's  futures  market  is  saying 
loud  and  clear  that  the  direction  of 
interest  rates  into  1990  is  down, 
perhaps  by  as  much  as  two-thirds  of 
a  point  from  this  year's  likely  T  bill 
average  of  8.15%.  Based  on  the  his- 
torical linkage  between  interest  rate 
movements  and  housing  stock 
prices,  the  s&p  housing  groups  have 
a  better  than  50%  chance  of  beating 
the  s&p  Composite  and  more  than  a 
60%  probability  of  returning  more 
than  Treasury  bills  over  the  next 
year  or  so. 

If  you  want  to  play  a  housing  re- 
bound, compiling  a  sensible  portfo- 
lio is  easily  done,  s&p's  weighting 
system  is  such  that  a  handful  of 
stocks  account  for  the  lion's  share 
of  the  housing-related  indexes  used 
here.  So  a  portfolio  of  these  issues 
ought  to  at  least  mimic  the  expect 
ed  performances  of  the  overall 
housing  group.   These  compa 
nics  (all  nyse)  and  their  Oct.  6 
prices  are:  Armstrong  World  In 
dustries  (45 'A),   Centex  [37Vi), 
Fleetwood    Enterprises    (26  Vi), 
Georgia-Pacific  (60y.>),  Interna- 
tional Paper  (56 '/«),  Kaufman  & 
Broad  (21  3/8),  Masco  (27'/s),  May 
tag  (227/8),   Owens-Coming   Fi 
berglas  (34'/«)  and  Weyerhaeuser 
(31%). 

Certainly,    any    number    of 
events  beyond  interest  rate  fluc- 
tuations   will    affect    housing 
stocks.  But  based  on  empirical 
relationships,    housing    stocks 
are  likely  to  discount  the  recov 
ery  as  market  forces  work  to 
ward  a  surge  in  residential  in 
vestment.  ■ 
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CORPORATE  ITEMS 


CORPORATE  ITEMS 


100%  Cotton/Your  Logo!— 

Better  Than  Lacoste  or  Ralph  Lauren! 

cpfp 

)ur  tirc.it  quality,  unconditionally-guaranteed-polo  shirts  are  100%  cot  tun.  American 
«4aJc.  and1  custom  embroidered  with  uiur  logo  or  design.  Minimum  order  just  m\  shirts. 
or  .i  price  li>t.  brochure  and  information  about  our  other  great  products  call: 

1-800-274-4787 
The  Queensboro  Shirt  Company 

Dcpt  F1V.  119N  Ulh  St,  Creenpoini,  NY  11211 


WINE  CELLARS 


WINE  CELLARS 


WlNECELLARS-  USA 

18  Models  -  We  won't  be  undersold! 
Immediate  shipment  on  most  models. 
Handmade  Wood  Cellars  Your  Cost 


Visa/MC/AmEx/Discover 


296  Bottle  Credenza 

Ret:  $  2795 

$  1795 

440  Bottle  Capacity 

2495 

1695 

700  Bottle  Capacity 

3495 

1995 

Designer  Models 

-  Xot  Handmadt 

40  Bottle  Glass  Door 
60  Bottle  Glass  Door 


$  599 
749 


$  499 
659 


FurVault  holds  about  8  Furs  $3495         $  1895 


Custom  Cellars  &  Racking  Systems  -  Call  For  Catalog 

134  W  131st  St.  Los  Angeles  •  800/777/VINO  (777-8466)  or  in  CA  213/719-9500 


MERCHANDISE 


MAILORDER 


[TOP  SWEAT 
OR  6  WEEKS 


IONIC  "—  the 

«er  to  costly  and 
larrassmg  under- 
hand or  foot 
at.  Short  treatment 

electronic  Dnonic 
js  these  areas  dry 
i  week  periods.  Try 
:or  recommended 
nic  @  $125  ea.  pair 
city  which).  Send 
rMC/Visa  #  &  exp 
CA  res  add  6% 

45  DAY  MONEY 
:K  GUAR. 

ERAL  MEDICAL  CO. 
Dept.  FOB- 25 

15  Armacost  Ave. 
Angeles,  CA  90025 

ne    orders  — MC/ 
-800  HEAL  DOC 


FEET 


C  <9MG(N  silOCC 


ARTS  AND  ANTIQUES 


MUSEUM  QUALITY 
OLD  WEST  ART 

inals  by  The  Old  Masters  of 
:em  Art  •  Russell  •  Remington 
>ran  and  more 
Tolor  Catalogs  write  or  call: 

NTIER  SPIRIT  GALLERY 

'earl  St.  •  La  Jolla  CA  92037 
456-1953 


FORBES  BINDERS 


£  YOUR  COPIES  OF  FORBES 

custom-made  cases 
nders  protect  your  CASE 

ile  copies  Irom  dam- 
hey  hold  about  hall  a 
issues  Made  Irom  re- 
kJ  board  covered  with 
•-like  material  in 
tie  is  hot-stamped 

Binders  have 

spring  mechanism 

snap-m  rods  BINDER 

1-S7  95     3-S21  95     6-S39.95 
8:1-89.95    3-827  95    6-852  95 

FROM  Jesse  Jones  Industries  Dept  FB 
a  Erie  Ave  Phila  PA  19134  Enclose 
ddress  Ino  P  O  Boxi  &  payment  aoo  Si  per 
>SH  Outsi0eUSAS2  50perunitlU  S  tunds 
a  residents  add  6%  sales  tax  Credit  card 
an  ' -800-972-5858  imm  S15)  Please  allow 
>e>s  ipr  delivery  Satisfaction  Guaranteed 


Make  Your 
Two-Story 
Home  A 
One-Story 
Home  With 
"QjEVETTE"* 

"Elevette,"  a 
custom-built  resi- 
dence elevator 
serving  two  or 
more  floors.  Tax 

deductible  if  doctor  recommended. 

Send  for  free  literature. 

Inclinator  Company  of  America 

Dept.  7,  P.O.  Box  1557 

Harrisburg,  PA  17105-1557 


EXECUTIVE  GIFTS 


Can't  beat  'em?  Jain  'em  with 

Sue  For  A  Million® 

The  game  of  suit  and  (ountersuit 

Challenging  strategy,  hilarious  fun  - 

and  social  commentary? 

Perfect  gift  for/from  a  lowyer/anti-lowyet 

S19.9S  -  >2  shipping;  satisfaction  guaranteed 

Utirod  Gomes,  Inc.,  Suite  19F,  1 623  Third  Ave., 

N.Y.,  N.Y.  10128  or  coll  (212)  996-7622 


9X12  COLOR  POSTER 


Ken  Tannenbaum.  Inc  1989 


EXCEPTIONAL  OPPORTUNITY 

Top  quality  Furs  by  Prestigious  Couture 
Designer/Furrier  for  the  Rich  and  Famous 
with  40  years  in  business.  Natural 
Canadian  Female  Fisher  full  length 
coat  — S1 9,000.00.  Sables,  Broadtail, 
Mink  and  others  available. 
Custom  Designs  uoon  request 
Tel.  1-800-543-3877  or  1-202-338-2500 


CORPORATE  ITEMS 


Make  your  training  messages 
stick  with  humor. 

Learn  how  from  John  Cleese. 

Free  8  minute  video  rental 
with  your  first  order  of  a 
Video  Arts  program  in 
management,  selling,  or 
customer  care. 


CORPORATE  ITEMS 


For  a  FREE 

catalog  call: 


VIDEO 
ARTS 


I  -800-553-0091 
\169 

In  IL 
1-312-291-1008 

\169 


f**  **:  P* 


di 


EXECUTIVE  GIFTS 


TMECo.  | 


Ambassador  Lapel  Flags© 

24K  gold-plated,  full  colors 
Elegant  and  Exclusive 
For  worldwide  business/marketing  Customize 
any  2-flag  mix  with  company  logo  In  stock 
rectangular  panel  (shown),  round,  oval,  square, 
others  Or  send  own  prelerred  design  100% 
USA-made.  3-5  weeks  delivery  Best  value 

TME  Co  ,  117  Park  Lane  Drive, 

Suite  101    New  Millord.  CT  06776 

(2031  354-0686  Fax  (2031  354-2786 


EMBROIDERED 

CAP  SALE 

FROM 

$425 


The 

Corporate 
Choice  <£> 

America's  top  companies  can't  afford 
to  look  second-rate  That's  why  they 
choose  our  distinctive  corporate  image 
products  American  made  caps,  shirts, 
jackets  and  more  and  now  finely 
crafted  gift  items,  too  each  with  your 
name,  logo  or  custom  design.  Discover 
the  quality  difference 


CALL  FOR  FREE  CATALOG 

800-792-2277 

IN  CA  800-826-8585 

_v>' '"■'"-!"      3952  P0INT  E0EN  WAY 
^HSfffllT*  HAYWARO.  CA  94545 

*»«/»cm  »«**         FAX  (415)  786-1111 


Your  Business 
.~.~      Card  Sealed 
*  in  Plastic 

3  for  $5.00 

SEND  FIVE  BUSINESS  CARDS  AND  $5 
CASH  OR  CHECK  TO: 
Travel  Tags,  18  Valley  Forge  Drive, 
East  Brunswick,  NJ  08816 


Special  10%  discount  on  classified  ads  that 

run  in  both  AMERICAN  HERITAGE  Exchange 

and  FORBES  Market  /Classified. 
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WINE  CELLARS 


WINE  CELLARS 


FINANCIAL  SERVICES 


FINANCIAL  SERVICES 


THE  WINE  CELLAR  SUPERMARKET 


Lowest  Prices  on  Name  Brands 

MODEL BOTTLES       LIST  SALE 

COMPACT  40 

SOMMELIERJ  Temp     60 
ELROCW  I 
EL  ROC  AVE  3-Temp 
EL  ROC  AVE 
CELLAR  SAFE 
CELLAR  SAFf 
CELLAR  SAFE 
CELLAR  SAFE 
CELLAR  SAFE 


140 
210 
250 
325 
480 
700 
%0 
14O0 


_  i   1 1 1  ir 

_1  II  TT 

j'hnnri 


jUinffr 


* 


FREE  Catalog  or  Consultation:  800-356-8466 

sMm  Cclliir-i. 
{•<  Racking  Sfurf  at 
llfrn/s  Bottle 


THE  WINE  ^ENTHUSIAST' 


AMERICAN  ASSOCIATION  OF  INDIVIDUAL  INVESTORS 

The  110,000  members  of  AATJ  invite  you  to  find  out  more  about  this 
non-profit  organization  created  by  andfor  the  serious  individual  investor. 

-  AAII  Journal  -  Introductory  through  advanced  seminars  -  Sub- 
group and  special  publication  for  computerized  investors  -  Support 
of  University  Research  -  Annual  Guide  to  No-Load  Funds  - 
Annual  Guide  to  software  and  databases  -  Home  study  guides  - 
Video  courses  -  and  much  more. 

Most  members  are  mature  investors  with  significant  portfolios  but  there 
are  special  programs  for  newer  investors.  Annual  dues  are  only  $49  but 
send  for  Free  membership  information  with  no  obligation. 

AAD-625  N.  Michigan  Ave,  #1901,  Chicago,  IL  60611  -  (312)  280-017( 


FAX  PAPER 


REAL  ESTATE 


FAX      PAPER 


Guaranteed  lowest  prices 
24  hour  shipping 
Dealer  inquiries  invited 


Call  or  fax  for  catalog/price 

Tel:  (516)  239-1854 

Fax:  (516)  239-1939 


A-Z  FAX  PAPER  MFG. 


COMPUTERS 


■fmARYfTlAC 


INDUSTRIESINC 


Our  1 3th  year  of  DISCOUNTS 

Tandy'  Computers 

Radio  Shack'Producis 

Toll  Free  800-231-3680 

2251 1  Katy  Fwy  Katy(HouSton)  TX  77450 

1-713-392-0747  Fax  (713)  574-4567 


REAL  ESTATE 


Own  Spectacular  Land, 

40  acres  in  the  Colorado 

Rockies.  $30,000  and  up,  1% 

down,  9",  financing.  Write: 

Forbes  Wagon  Creek  Ranch 
i  Garland,  CO  81133 
I  379-3263 


FAST  FA' 
ABOUT  FOF 
SUBSCRIBERS: 

•Total  management  74  7 
•Total  paid  cin  joo 

•  Average  hous< 
income  $ia 

•  Average  valu' 
portfolio  $899. a 


SHKRIDAN  \REA  EXECUTIVE 
HORSE  RANCH.  I  his  ranch  is  lucked 
awa>  in  iis  own  \alle>  on  35V  acres,  one 
and  a  hall  miles  from  Big  Horn, 
Wyoming.  The  architect-designed  4,000 
square  fool  main  residence  commands 
expansive  views  of  ihe  Big  Horn 
Mountains.  The  valle)  includes 
irrigated  meadows,  si\  ponds  and  a 
caretaker's  residence,  Attractive  bam. 
dressage  and  jumping  arena  and 
paddocks  complete  the  package. 

(HAIR  ROCK  RANCH.  More  than 
9.000  acres  ol  two  private  valleys  ai  the 

end   ol    the   road   in   the  wild,   lugged 

I  ai.unic  Mountains  offei  the  absolute 
in  privac)  I  his  ranch  is  adjacent  to  the 
national  forest  and  has  iwo  mountain 
streams  running  ihrough  ii  lor  about 
lour  miles,  plus  two  lakes  Attractive 
summer  improvements.  Abundant  big 
game  and  greal  horseback  riding 
country.  I  Ins  pan  ol  Wyoming  has  all 
ihe  features  oi  Cody,  Sheridan  and 
lackson,  bin  no  one  has  discovered  it, 
yet! 

Contact  exclusive  agent  foi  sellers:  Hall 

Uld  Hall.  Inc..  I'.O.  Bci\  l<>24.  Billinus. 
Montana  59M3.  (4061  252-2155  or 
(40AI  587-3(WO. 


COLORADO  RANCH 

Prime  for  subdividing  or  family  compd 
240A  21/2  ml  no  of  Hotchkiss,  all  weather 

road;  power,  city  water,  fantastic  180* 

mountain  view  Deer,  eh,  tsh   Adjacent  to 

public  land   No  pollution  Irr  pasture  leased 

lo  rancher  Cabin.  $300,000. 

Owner,  303-872-3079  of  409-297-6696 

after  Nov  6,  or  en  route 


SOUTH  LAKE  TAHOE,  NEV. 

Spacious  4320  sf.  2  story,  3  bd.  31/2 

ba  (1  w/6' jacuzzi).  Open  kitchen/ 

dining,  27x16  liv  rm  with  oversized 

fireplace    Beamed  ceilings,  baseboard 

hot  water  heat  and  carpel  throughout. 

864  sf.  finished  garage.  Original 

owner,  shows  like  new.  J399.O00 

Call  408-252-4110 


NYSE  STOCKS 
THAT  SIZZLE; 

A  new  study  from  Quick  &  Reilly  — 
a  major  discount  broker  — lists 
200  NYSE  Biggest  Movers  For 
example.  VALERO  ENERGY: 

Low  High       %  Diff. 


1985 

6.0 

14.8 

147% 

1986 

6.6 

14.3 

117% 

1987 

4.5 

13.9 

209% 

1988 

4.5 

9.5 

111% 

To  get  the  study,  come  join 
425.000  investors  who  save  at 
Quick  &  Reilly.  Call  for  an  appli- 
cation and,  when  you  return  it, 
print  NYSE  Biggest  Movers  at 
the  top  No  obligation. 

l-80O-333-5972/Ext.  2300 

Ouick&Reilly 

.^.— ._     ....    .    . INC  *■* 


MfMSfP  NOV  YORK  STOCK  EXCHANGE -S/PC 


INC* 


FACSIMILE  MACHINES 


FAX 
PAPER 

With  Machine 
Purchase 

TOP  DISCOUNTS 

ON  NEW  SHARP.  MURATA. 
XEROX,  CANON,  RICOH 

Best  prices  in  the  country. 

Full  Service  &  Training 

We  Take  Trade-Ins 

Used  FAX  Machines  Available 

New  Toshiba  Laptop  Computers 

CALL  US  TODAY  i 1 

FAX  OF  AMERICA    M 

1-800- 34  2FAXX     ' ' 

Amtvice's  tow  Price  FAX  Distributor 


Forbes:  Capitalist  Tool 


Introductory  Trial; 

Value  Liiv 
Only  $60 


An  introductory  subscription  to  1 
Value  Line  Investment  Sur 

brings  you  the  2000-page  Inves 
Reference  Service — Value  Line's  c 
recent  reports  and  ratings  on  1 
stocks.  You  will  also  receive  anal; 
of  about  130  stocks  each  week  fo 
weeks  for  $60.  Available  only 
every  two  years  to  any  househol 
day  Money-Back  Guarantee. 

SCall  Toll-Free 
1-800-633-2253 

(Ext.  2686-Dept.  416  F2 3) 

American  Express,  Master-Care 

Visa.  7  days  week,  24  hrs.  a  df 


BIG-NAME  ST0CI 
TO  UNLOAD  NOV 

My  new  Performance 
Ratings  of  all  NYSE 
stocks  show  200  ex- 
tremely  vulnerable 
stocks  (rated  8  or  9) 
-  including  some  very 
famous  names  — 
which  I  believe  could 
"take  a  bath."  I'll  rush  u 
you  the  Performance  MAKIINi' 
Ratings  ($39  value)  as  a  bonus 
your  subscription  to  TheZweigli 
cast  Time  is  crucial. 

Three-Month  Trial  $50.  One 
$245  Visa  or  MC  1-800-633-,' 
Ext.  9064 

THE  ZWEIG  FORECA 

P.O.  Box  360,  Bellmore.  N.Y.I 


TRAVEL 


CORPORATE  HUNTIN' 
DAKOTA  HILLS 

Specializes  in  private  pheasan 

hunts.    We  provide  everythi 

Call  for  Free  brochure 

605-424-2905 

Season  Sept  1-  March  31 


anj 

1 


Forbes  Market/ 


FINE  WINES 


FINE  WINES 


WEST  COAST 'S  LARGEST  SELECTION  OF  RARE  WINES 


100,000  Bottle  Inventory  for  Collectors 
Fine  Wines  of  the  World  from  1870-1986 


ROMANEE  CONTI 
MONTRACHET 
CHATEAU  PETRUS 


CH  DYQUEM 

RARE  PORTS 

RARE  CALIFORNIA 


Request  our  60-page  catalog  of  fine  &  tare  wines. 

Vk  ship  promptly.       VISA/MC/Am.  Exp. 
415  459-3823       415  456-9463       FAX  415  456-8858 


Marin  Wine  Cellar      2138  %&S  *■" 


iUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNITIES 


Build  ¥)ur 

'utureWith 

Lindal. 


Build  an  independent  business 
a  solid  foundation.  With 
idal  Cedat  Homes,  the  wotld's 
st  populat  custom  houses  fot 
I  40  years. 
'  No  franchise  fees 
'  internationally  recognized 

housing  giant 
1  Dealer  training  schools  and 

ongoing  regional  seminars 

National  advertising, 

marketing,  and  co-op 

support 

Best  planboolcs  and  sales  aids 

in  the  industty 

Multiple  product  lines — 

cedar  homes,  log  homes, 

sunrooms,  and  hardwood 

flooring 
Right  now  we'te  looking  for 

good  dealer  in  many  areas. 

or  more  information,  please 

all  800-221-6063. 

Lindal  Cedar  Homes 

).  Box  24426,  Seattle,  WA  98124 
206-725-0900. 


RICH  &  FAMOUS? 

PART/T  S25K  FULL/T  S250K 

MARKET  A  COUPON  BOOKLET  THAT 

ENTITLES  THE  USER  TO  20  RECORDS , 

TAPES,  CDS.  BLANK  VIDEO  + 

BONUSES  +  DOUBLE  BONUS  A  5 

DAY,  6  NIGHT  PRE-PAID  LODGING  TO 

THE  TROPICS  FOR  ONLY  $9.98. 

CALL  FEDERAL  MUSIC  A  VIDEO 

•l-800-999-8788» 

MIN INV.  $750 


$    OVER  ONE  BILLION    $ 

WORTH  OF  BUSINESSES.  FARMS  &  RANCHES 

FOR  SALE  BY  OWNERS 
MANY  OFFERING  OWNER  FINANCING1 
To  List  or  Buy  Call  Toll  Free  1-800-999-SALE 
^m.    NO  BROKERAGE  FEES 


m 


GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 


REPOSSESSED  VA  &  HUD  HOMES 

available  Irom  government  from  $1  without  credit 
check  You  repair  Also  drug  seizures  and  tax 
delinquent  foreclosures  CALL  (805)  682-7555 
EXT  H-1030  tor  repo  list  your  area. 


SEIZED  CARS — Porsche.  Ferrari.  Vette. 
etc  Trucks,  boats.  4-wheelers.  TV's,  stereos, 
furniture  by  Drug  Enforcement  Agency,  FBI.  IRS 
Unbelievable  bargains  on  late  models  Available 
your  area  now  Call  (805)  682-7555  EXT  C-1031 


BUSINESS  ACQUISITION 

PRESIDENTS 

WITHOUT  A 


SEND  RESUME  AND  LETTER  TO  CHAIRMAN 
1500  EXECUTIVE  OR.  ELGIN,  IL  60123 


BUSINESS  SERVICES 


N.A.G.L.S. 

View  precious  genistones  for  ^le. 

on  computer,  free  of  charge 

(416)  238-4985 

For  further  information. 

(416)  238-8044 


REAL  ESTATE  SERVICES 


DEVELOP  REAL  ESTATE,  PROFIT,  1990-2000 

Turbulent  markets  create  opportunities  SSS  Millions  will  be 
made  or  lost  in  the  next  decade  Knowledge  is  the  deciding 
factor  300  leading  and  '  'tested' '  U  S  (Developers  combine 
know-how,  the  ins  and  outs,  r  the  1990  Edition,  Self  Study 
Development  Course  20,000  graduates,  serious  firms  like 
Oiyrmpia  &  York,  Trammel!  Crow  Kaufman  &  Broad.  Homart. 
Pulti  Corp.,  Toll  Bros.,  Route  Co..  General  Oev.  Corp., 
Prudential  Oev.,  Del  Webb.  $345  plus  S/H  Limited  Edition 
PLAN.  CAPITALIZE  ON  MARKET  CONDITIONS  To  place  your 
order,  serious  parties  only  call  THE  REDI  FOUNDATION -(508) 
351-2665. 


Real  Estate/Oevelonnent/Consiructlon 
OPPORTUNITY  &  TREND  REPORT.  1990  2000 

The  Country's  leading  real  estate  developers  share  where,  when 
and  how  to  prosper  in  the  next  decade.  Another  quality  publica- 
tion trom  THE  REDI  F0UNOATDN.  serving  20,000  members 
senous  firms  like  Olympia  &  York,  Trammell  Crow.  Kaufman 
&  Broad.  Homart,  Pulte  Corp.  .Toll  Bros.,  Rouse  Co .  General 
Dev.  Corp..  Prudential  Dev. .  Del  Webb.  Mitsui  Rehouse,  Dai- 
ichi  Kangyo  Bank,  Chase  Manhattan  Bank.  Manufacturers 
Hanover,  Coldwell  Banker,  Cushman  &  Wakefield,  Grubb  & 
Ellis,  U.S.  Government.  S55  plis  S/H  for  Members  To  order- 
(508)  358-2665  MC,  VISA 


Forbes: 
Capitalist  Tool 


® 


REACH  THE  PEOPLE 
WHO  OWN  AND  RUN 
AMERICAS  BUSINESS 


MISCELLANEOUS  FOR  SALE 

INVESTMENT  GEMSTONES! 
GUARANTEED  LIQUIDITY!!! 

We  buy  &  sell  Diamonds  and  all  Precious 
Gemstones.  Free  wholesale  catalog  since 
1967!  Member:  Jewelers  Board  of  Trade  & 
Chamber  of  Commerce 

HOUSE  OF  ONYX 

One  Main  Street 

Greenville,  Kentucky  42345 

TOLL  FREE  1-800-6264352 


EDUCATIONAL  SERVICES 


FULLY  APPROVED  UNIVERSITY  DEGREES!! 

Economical  home  study  for  Bachelor's, 
Master's,  Ph  D.,  fiiUy  approved  by  Cali- 
fornia State  Department  of  Education. 
Prestigious  faculty  counsels  for  indepen- 
dent study  and  life  experience  credits 
(5,100  enrolled  students,  500  faculty). 
Free  information — Richard  Crews, 
M.D.  (Harvard) ,  President,  Columbia  Pa- 
cific University,  Department  3D  10  1415 
Third  Street,  San  Rafael,  CA  94901.  Toll 
Free:  (800)  227-01 19;  California:  (800) 
552-5522:  or  (415)  459-1650. 


COLLEGE  DEGREE 

BACHELORS  •  MASTERS  •  DOCTORATE 

For  Wortt  Lite  and  Academic 

Experience  Ho  Classroom 

Attendance  Required 

Call  (213)  471-0306 

Outside  California 
1  •  800-423-3244 

ot  send  detailed  resume 
lor  Free  Evaluation 
Pacific  Western  University 

600  N  Sepulvedj  Blvd    Oepl   185  Los  Angeles  O  90049 


FREE  COLLEGE  TAPE 


•  EXTERNAL  DEGREES • 

Business  &  Public  Administration. 

Cnmmai  Justice  Mgt ,  Theology.  LAW 

Financial  aid  available 

TOLL  FREE  24  hr».  (800)  7S9-0005 

LA  SALLE  UNIVERSITY 


FORBES 
MARKET/CLASSIFIED 

Advertising  closing  date  is  one 
month  preceding  date  of  issue. 

Frequency  discounts  available. 
Payment  must  accompany  order 
unless  from  accredited  agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  L0REN 
FORBES  MARKET/CLASSIFIED 

60  Fifth  Avenue,  New  York,  NY  10011 
(212)  620-2440 


Streetwalker 


Edited  by  Thomas  Jaffe 


(.j  Colliva— Tilt-  Image  Bank 


Christmas  in  October 

Christmas  season  came  early  to 
U.S.  retailers  this  year — only  it's 
the  stores,  not  just  merchandise,  that 
are  for  sale.  Bloomingdale's,  Saks 
Fifth  Avenue,  Marshall  Field,  Bonwit 
Teller  and  B.  Altman,  among  others, 
are  on  sale.  Could  all  this  takeover 
activity  precipitate  a  round  of  price 
wars,  hurting  not  only  these  stores 
but  their  competitors  as  well? 

That's  a  common  thought  on  Wall 
Street,  but  analyst  Bruce  Missett  of 
Oppenheimer  &  Co.  sees  things  dif- 
ferently. Rather  than  slash  prices  to 
the  bone  in  order  to  generate  cash  for 
cash  flow's  sake,  Missett  thinks  the 
chains  on  the  block  have  a  strong  in- 
terest in  preserving  the  integrity  of 
whatever  profits  they  have.  Other- 
wise, they  would  make  themselves 
less,  not  more,  appealing  as  prospec- 
tive lbos.  With  that  in  mind,  he 
thinks  these  chains  will  be  extra  care- 
ful not  to  upset  the  apple  cart  in  their 
various  markets  by  starting  cutthroat 
wars.  As  for  those  department  store 
companies  that  may  be  able  to  profit 
from  the  weaker  chains'  problems,  he 
says  it  will  be  those  that  all  along 
have  been  gaining  market  share  be- 
cause they  have  the  best  merchandis- 
ing, the  best  relationships  with  their 
suppliers  and  the  strongest  balance 
sheets.  A  few  he's  currently  recom- 
mending: Dayton  Hudson  (recent 
nyse  price:  64),  J.C.  Penney  (68%)  and 
Nordstrom  (41  ¥t  on  the  o-t-c). 


Sears  changes  gears 

Speaking  of  retailing,  how  fares  the 
nation's  largest  merchant,  Sears, 
Roebuck  &  Co.?  Recent  price:  42 '/j, 
up  just  4%  in  1989,  as  the  market 
climbed  29%.  Last  year  the  sleepy  $55 
billion  (estimated  1989  sales)  giant 
announced  sweeping  plans  to  revamp 
its  merchandising  and  divest  noncon- 
sumer  busi  es.  The  problem?  Al- 
though mercha  Using  still  accounts 
for  60%  of  sales,  its  contribution  to 
profits  has  declined  from  50%  in  1982 
to  just  36%  last  year 

In  order  to  revive  erchandising, 
Sears  shifted  to  everyd;  low  pricing 
in  March.  Sales  picked  u]  n  first,  but 
customer  apathy  and  lack  of  follow- 
through  advertising  killed  the  mo- 
mentum.   Meanwhile,    other    mass 


The  Scars  Toner 
Sleepy  shares. 


merchants  responded  with  price  cuts. 

Sears  is  also  adding  brand-name 
merchandise  to  its  product  line  and 
redesigning  some  of  its  departments. 
Over  440  stores  now  feature  Brand 
Central  departments  for  appliances 
and  electronics.  Similar  formats  are 
being  introduced  for  everything  from 
men's  apparel  to  home  furnishings. 

Trouble  is,  says  analyst  Walter 
Locb  of  Morgan  Stanley  &  Co.,  this 
program  won't  be  completed  for  an- 
other three  years.  "Until  then,"  he 
says,  "stores  will  be  disrupted  as  some 
departments  are  expanded  while  oth- 
ers are  deemphasized." 

Although  the  company  managed  to 
sell  Coldwcll  Banker's  commercial 
real  estate  division  for  a  $55  million 
profit,  it  has  so  far  been  unsuccessful 
at  selling  its  Sears  Tower,  for  which  it 
wants  more  than  $1  billion.  For  the 
moment,  then,  any  improvement  in 
earnings  has  been  largely  a  result  of 
Sens'  share  buyback  program;  since 
November  some  40  million  shares 
have  been  repurchased.  (There  cur- 
rently are  about  340  million  common 
shares  outstanding.)  Loeb  estimates 
the  company  will  earn  $4.20  a  share 
this  year,  up  just  9%.  He's  looking  for 
$4.85  a  share  in  1990. 

Loeb's  conclusion:  The  big  changes 
Sears  intends  will  benefit  the  compa- 
ny over  the  long  term,  but  for  now  the 
stock  will  remai  i  very  sleepy  indeed. 


Ripe  for  a  fall 

Tany  investors  apparently  think 
ithat  few  oil  companies  are  large 
enough  to  be  immune  to  takeover  or 
compulsory  restructuring  a  la  Texaco. 
One  stock  that's  run  up  lately  on  just 
such  hopes  is  Chevron  Corp.,  whose 
recent  nyse  price  of  65  is  just  off  the 
12-month  high.  Chevron  has  risen  on 
rumors  it  might  be  the  target  of  a 
takeover  bid  by  British  Petroleum. 
Others  speculate  that,  if  not  bp,  Hugh 
Liedtke's  Pennzoil,  sitting  on  a  moun- 
tain of  cash,  may  be  interested  in  tak 
ing  a  run  at  the  $27  billion  (estimated 
1989  sales)  company. 

Would  a  deal  for  Chevron  work  at, 
say,  $90  a  share,  a  40%  premium 
above  market?  Including  the  assump 
tion  of  existing  debt,  that  would  put 
the  total  price  tag  at  $37  billion.  With 
most  of  the  money  borrowed  at  dou 
ble-digit  rates,  the  interest  cost  would 
top  $4.5  billion  a  year.  Is  enough  mon- 
ey coming  out  of  the  wells  to  coverj 
this  bill?  Barely.  Net  of  explorationj 
outlays,  the  company  is  generating  at) 
best  about  $6  billion  a  year  in  preta> 
operating  income. 

A  new  owner  might  be  able  to  cut| 
capital  and  exploratory  expenditures 
which  in  recent  years  have  beer 
running  in  excess  of  $2.5  billion  an 
nually,  but  only  at  the  risk  of  de 
pleting  reserves  and  not  upgradinj 
refineries.  Under  current  condition 
in  the  junk  bond  market,  it's  highly 
unlikely  that  opportunistic  investor 
like  a  Liedtke  would  try  to  cracl 
such  a  huge  nut. 

Minus  a  deal,  Chevron  looks  rip 
for  a  fall.  Sell  into  strength;  buy  whei 
the  shares  drift  into  the  mid-50s. 


Not  so  sweet  home 

Housing  stocks  have  done  well  thi 
year,  and  a  good  case  can  be  mad 
for  a  continued  recovery,  as  the  co 
umn  by  Charles  Babin  on  page  25 
suggests.   But   Timothy   Hurckes 
New  York  money  management  firr 
John  W.  Bristol  &.  Co.  puts  in  a  bea 
ish  note  on  Standard  Pacific  L.P., 
limited  partnership  whose  share  unit 
trade  on  the  nyse  at  19%.  This  Cal 
fornia    single-family    home    builde 
with  estimated   1989  sales  of  $52 
million,  is  having  an  incredible  yeaj 
Hurckes  thinks  pretax  earnings  w 
be  up  64%,  to  $4.50  a  share,  wi 
return  on  equity  an  impressive  60°/ 
Since  the  partnership  pays,  for  no' 
no  income  tax  of  its  own,  it  can  co: 
fortably  afford  to  distribute  $2.75 
$2.90  a  share  to  its  partners,  givii 
the  stock  a  15%  to  16%  yield. 
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But  Hurckes  notes  the  California 
housing  market  is  peaking  (see  story,  p. 
65).  So  he's  reminding  clients  that 
although  Standard  Pacific  is  well  capi- 
talized, the  amount  of  next  year's  dis- 
tribution remains  unpredictable.  He 
further  observes  that  investors — the 
limited  partners — pay  income  taxes 
on  the  company's  full  income. 

Hurckes  prefers  to  value  Standard 
Pacific  at  1.25  times  its  $8.80-a-share 
book  value,  which  makes  for  a  price  of 
11.  With  the  stock  selling  for  a 
"boom-inflated"  two  times  book,  his 
advice  is  to  sell. 

Premium  pricing 

Is  it  possible  for  an  American  firm  to 
be  trading  at  a  multiple  that  the 
Japanese  would  deem  too  high?  That 
sounds  impossible,  what  with  stocks 
routinely  going  for  100  times  earnings 
in  Tokyo,  but  we  think  we've  found 
one.  It's  American  Family  Corp.,  the 
parent  of  American  Family  Life  As- 
surance Co. 

The  stock  is  sizzling.  In  just  one 
week  recently  the  NYSE-listed  shares 
rose  23%,  to  22,  on  rumors  that  the 
:ompany  was  a  takeover  target.  That 
sort  of  rumor  triggers  thinking  about 
Tokyo/New  York  arbitrage  (Forbes, 
'une  12),  whereby  an  American  com- 
sany  with  an  important  Japanese  sub- 


sidiary suddenly  becomes  more  valu- 
able when  it  announces  a  plan  to  offer 
shares  of  the  subsidiary  in  Tokyo. 
That's  because  Japanese  investors 
will  presumably  buy  into  the  subsid- 
iary at  a  stratospheric  multiple. 

The  Japanese  connection  here  is 
strong.  Although  American  Family  is 
headquartered  in  Columbus,  Ga.,  it 
does  most  of  its  business  in  Japan. 
Last  year  operations  there  accounted 
for  74%  of  premium  income  and  92% 
of  pretax  earnings,  or  $184  million. 
American  Family  has  over  7  million 
policies  in  force  in  Japan,  primarily  for 
cancer  coverage. 

But  for  those  dreaming  of  a  lavish 
tender  offer  from  Japan,  a  note  of  cau- 
tion. Anybody  contemplating  acquir- 
ing American  Family  in  order  to  take 
it  public  in  Japan  may  have  trouble 
capitalizing  American  Family's  Japa- 
nese earnings  at  an  extraordinary  pre- 
mium. That's  because  they're  not 
nearly  what  they  seem.  This,  from  a 
Japanese/American  consortium  that 
considered  buying  the  firm  with  just 
such  an  arbitrage  in  mind  but  dropped 
the  idea  after  Arthur  Andersen  &  Co. 
took  a  closer  look  at  the  numbers. 

Here's  why:  There's  a  big  difference 
between  U.S.  accounting  practices 
and  Japanese  ones  with  regard  to  in- 
surance companies.  American  Family 
amortizes    policy    acquisition    costs 


over  the  expected  life  of  the  policy. 
Japanese  practice,  on  the  other  hand, 
is  to  expense  costs  in  the  year  in- 
curred. This  is  no  small  matter.  At  the 
end  of  1988  American  Family  had 
over  $900  million  in  such  deferred 
costs,  nearly  $130  million  of  that 
racked  up  only  last  year. 

Arthur  Andersen  found  that  adjust- 
ing for  the  expensing  of  policy  acqui- 
sition costs,  American  Family's  pre- 
tax Japanese  earnings  for  the  Japanese 
fiscal  year  ended  March  1988  were 
just  $28  million.  That's  a  far  cry  from 
the  pretax  $184  million  American 
Family  reported  it  earned  there  during 
calendar  1988,  using  U.S.  accounting 
standards.  After  taxes,  it  works  out  to 
less  than  19  cents  a  share. 

While  no  Japanese  life  insurance 
companies  trade  publicly,  property 
and  casualty  companies  there  sell  for 
as  much  as  70  times  earnings.  But 
even  assigning  a  multiple  of  60  to 
American  Family's  Japanese  earnings, 
you'd  still  come  up  with  a  price  of  just 
$11.40 — half  of  American  Family's 
current  market  price  on  the  New 
York  Stock  Exchange. 

So  if  you're  speculating  in  Ameri- 
can Family  because  of  what  you  think 
the  value  of  its  Japanese  business 
might  be,  you  could  be  sorely  disap- 
pointed.— Subrata  N.  Chakravarty 


1 


MriUMimtH 


?et  It.  In  the  ABA  Journal. 


ience  is  the  name  of  the  game.  In  life  and  in  law.  And  lawyers  wield  more  of  that  prized 

lity  than  virtually  any  other  group. 

fact,  last  year  our  readers  influenced  the  purchase  of  over  $50  billion  pursuing  their 

:ale  lifestyles  and  the  improvement  of  their  offices.  They  bought  new  cars.  Expensive 

ches.  The  best  bourbon.  Plus  computers.  Copiers,  furniture,  Fax  machines  and  hundreds 

e  of  our  advertisers'  products. 

sach  America's  influentials.  In  the  publication  that  influences  them. 

more  information  call  Susan  M.  Holland,  Associate  Publisher,  at  (312)  988-5993. 


An  Issue  of  Influence 

J©URNAL 


THE  LAWYER'S  MAGAZINE 


A 


IN  PARADISE 


AN  ISLAND  PARADISE  that  offers  you 
xjLtotal  relaxation  plus  the  thrill  of  dis- 
covery. Stroll  pristine  beaches.  Scuba  dive 
in  world  class  waters  and  reefs  renowned  for 
the  splendor  of  their  colors  and  tropical 
fish.  Or  snorkel  right  near  your  beach-side 
cottage.  Go  fishing  for  the  big  ones,  or  just 
relax  in  the  sun  by  the  pool.  On  Forbes  Maga- 
zine's Laucala  Island,  all  the  choices  are 
yours. 

BUT  JUST  FOR  A  FEW . . . 
Forbes  loves  its  private  Fiji  island,  and 
we  think  you  will,  too.  We've  put  out  the 
welcome  mat,  but  only  for  a  few  at  a  time. 
We  have  4  guest  cottages  so  we  can  take  only 
a  limited  number  of  people.  For  7  nights 
and  8  days  the  cost  is  $2150  per  person,  and 
that  includes  everything:  all  activities, 
meals,  drink,  lodging  and  a  round-trip  flight 
between  Laucala  and  Nadi  International 
Airport  (on  the  main  island).  It's  the  "in" 
place  to  go,  away  from  the  cold,  the  traffic, 
the  noise,  the  hassle.  Service  with  a  smile 
and  no  tipping. 

So  come  on  out.' Lose  yourself  in  a  South 
Pacific  dream,  the  way  you  knew  it  was 
meant  to  be. 

For  information  please  write: 
Errol  Ryland,  Manager 
Box  303,  Fort  Garland,  CO  81 133 
or  call:  719-379-3263 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ." 
Items  from  past  issues  of  Forbes 

Seventy  years  ago  in  Forbes 

(From  the  issue  of  Xorember  1,  1919) 
"The  present  issue  of  this  publication 
probably  will  bear  scars  of  war.  The 
printers  in  all  but  the  newspaper  offices 
went  on  strike  more  than  a  month  ago, 
in  violation  of  the  orders  and  the  agree- 
ments of  their  own  international 
unions.  .  .  .  This  magazine  has  urged 
others  to  fight  Bolshevism  and  law- 
lessness wherever  obtruding.  It  could 
not  do  less,  when  the  occasion  arose, 
than  follow  its  own  advice.  Hence  the 
omission  of  our  October  18th  issue 
and  the  lateness  of  this  issue." 

Sixty  years  ago 


Vew  modern  designs  in  the  late  1920s 


'The  will  to  sell  [stocks]  has  sup- 
canted  the  will  to  buy.  The  main 
eason  for  the  market's  reversal  of 
orm  was  the  discovery  by  the  public 
hat  it  was  no  longer  easy  to  make 
niick  profits  and  that  losses  were 
nore  likely  to  be  reaped.  Exaggerated 
mllish  expectations  having  been — in- 
evitably—disappointed, there  is  no 
elling  how  far  liquidation  may  go 
uring  the  next  three  months." 

Talking  motion  pictures  have  intro- 
luced  to  the  amusement  field  one  of 
he  most  powerful  influences  ever 
aced  by  an  industry.  Perfection  and 
implification  of  the  'talkies,'  bring- 
ig  the  film  industry  and  the  legiti- 
late  stage  closer  than  ever  before, 
romise  even  greater  affiliations 
mong  dominant  interests  in  the  two 
ranches  than  ever  would  have  been 
nought  possible  a  few  years  ago.  Suc- 
essful  sound  pictures  are  not  new, 
ut  it  is  only  within  the  last  few 
lonths  that  public  demand  has  be- 
Dme  so  widespread  as  to  doom  silent 
ictures  to  obsolescence." 


Tljree  generations  of  Fords :  Henry  Ford  II  (left),  Henry  and  Henry's  son  Edsel 


Fifty  years  ago 

(From  the  issue  of  November  1,  1939) 
"As  talk  is  heard  of  more  advertising 
to  hedge  on  slow-developing  war  or- 
ders and  to  work  off  inventories,  busi- 
ness turns  increasingly  to  domestic 
and  Latin  American  markets  for  real 
gains.  If  these  develop,  the  pileup  in 
some  production  bottlenecks  might 
become  serious.  Already,  industrial 
builders  and  machinery  makers, 
flooded  with  orders  (especially  from 
utilities),  are  wondering  if  the  ten- 
year  logjam  in  durable  goods  has  at 
last  been  dynamited." 

Twenty-five  years  ago 

(From  the  issue  of  November  1,  1964) 
"Last  November  Procter  &  Gamble 
paid  out  $130.8  million  worth  of  its 
stock  to  buy  family-owned  f .A.  Folger 
&  Co.  of  San  Francisco  and  Kansas 
City.  'The  coffee  business  in  the  U.S.  is 
approximately  as  large  in  retail  dollar 
sales  as  the  soap  and  detergent  busi- 
ness. The  opportunities  are  sizable,' 
explained  P&G's  diversification- 
minded  President  Howard  Morgens." 

"In  the  U.S.,  farming  is  already  highly 
mechanized;   in  Europe  and  in  the 


Increased  farm  mechanization  often  de- 
manded air  delivery  of  spare  parts 


British  Commonwealth,  mechaniza- 
tion is  making  big  strides.  But  in  most 
of  the  rest  of  the  world,  agriculture  is 
still  largely  in  the  13th  century.  Thus 
farm  machinery  has  all  the  elements 
of  growth:  a  vast  replacement  market 
in  the  U.S.;  a  fast-growing  market  for 
new  machinery  in  Europe,  Australia 
and  parts  of  Africa;  and  an  untapped 
but  potentially  huge  market  in  the 
rest  of  the  world." 

"In  a  study  of  embezzlement  in  indus- 
try, the  American  Management  Asso- 
ciation found  that  60%  of  frauds  in 
1961-62  were  committed  by  persons 
over  30  years  old,  and  that  85%  of  the 
total  arrested  were  males.  The  most 
common  motives,  the  study  revealed, 
were  'the  three  Rs — rum,  racing  and 
redheads.'  " 

Ten  years  ago 

(From  the  issue  of  October  29,  1979) 
"Time  was  when,  in  a  global  sense, 
the  New  York  stock  market  was  the 
only  game  on  earth.  The  other  mar- 
kets were  too  small  to  permit  large- 
scale  investment.  No  more.  In  one 
month  this  year — January — the  dollar 
value  of  daily  trading  on  the  London, 
Tokyo  and  German  stock  exchanges 
combined  exceeded  that  of  New 
York — probably  for  the  first  time  in 
history." 

"In  1946  American  consumer  install- 
ment debt  was  $4.2  billion;  by  1964 
$63  billion.  Right  now  it  is  pushing 
$300  billion.  Even  adjusted  for  infla- 
tion, the  number  is  double  what  it 
was  15  years  ago.  If  the  direst  predic- 
tions about  the  economy  turn  out  to 
be  true,  that  huge  tidal  wave  of  con- 
sumer credit  may  well  wipe  out  a  big 
piece  of  the  beach  one  day." 
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Outlawing  all  atomic  weapons 
would  be  a  magnificent  gesture. 
However,  it  should  be  remembered 
that  Gettysburg  had  a  local 
ordinance  forbidding  the  discharge 
of  firearms. 
Homer  D.  King 


From  fortune  to  misfortune 
is  but  a  step;  from  misfortune 
to  fortune  is  a  long  way. 
Yiddish  proverb 


Benjamin  Franklin  may  have 
discovered  electricity,  but 
it  was  the  man  who  invented  the 
meter  who  made  the  money. 
Earl  Wilson 


A  bore  is  a  fellow  talker 
who  can  change  the  topic  of 
conversation  to  his  subject 
faster  than  you  can  change  it 
back  to  yours. 
Lawrence  J.  Peter 


Riches  are  a  cause  of  evil, 

not  because,  of  themselves,  they 

do  any  evil,  but  because 

they  goad  men  on  to  evil. 

Posidonius 


I  like  long  walks, 
especially  when  they  are 
taken  by  people  who 
annoy  me. 
Fred  Allen 


Men  profess  a  total  lack  of 
ability  to  wash  baby's  face 
simply  because  they  believe 
there's  no  great  fun  in  the 
business,  at  either  end  of 
the  sponge. 
Heywood  Broun 


Canada  has  never  been  a  melting 
potj  more  like  a  tossed  salad. 
Arnold  Edinhorouc;h 


Only  a  mediocre  person  is 
always  at  his  best. 

SOMI  RSET  MAUGHAM 


Thoughts 

on  the  Business  of  Life 


If  the  United  States  is  to 
produce  a  tuition  of  investors 
— as  we  must  if  we  are  to  gain 
financial  world-leadership — 
it  is  imperative  that  hoards 
of  directors  he  so  constituted 
as  to  adequately  represent 
the  interests  and  inspire  the 
complete  confidence  of  investors 
of  moderate  substance. 
B.C.  Forbes 


Remember  that  the  most 
beautiful  things  in  the  world 
are  the  most  useless:  peacocks 
and  lilies,  for  instance. 
John  Ruskin 


Every  man  who  is  high  up 
loves  to  think  that  he  has 
done  it  all  himself;  and  the 
wife  smiles,  and  lets  it 
go  at  that. 
James  M.  Barrie 


Sometimes  we  owe  a  friend 
to  the  lucky  circumstance 
that  we  give  him  no 
cause  for  envy. 
Friedrich  Nietzsche 


The  only  way  to  solve  the 
traffic  problems  of  the 
country  is  to  pass  a  law  that 
only  paid-for  cars  arc  allowed 
to  use  the  highways. 
Will  Rogers 
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More  than  6.000  "Thoughts,"  indexed  by 
authoi  and  subject,  ore  available  in  u  tun 
volume  bn\c<l  set  (it  $31  95  ($18.50 pet  vol 
ume  u  purchased  separately).  Also  avail 

able,  a  one  volume  edition  at  over  3.000 
"Thoughts      Price    sis   ,11    Send  check  mid 

order  to  Forbes  Inc.,  60 Fifth  Ave  Wew  York. 
■\  Y  10011.  Add  sales  tax  on  orders  m  New 
York  State  and  other  states  where  applicable 


Men  and  women  with  time 
on  their  hands,  and  money 
in  their  pockets,  will 
dress  like  peacocks  and 
behave  like  sparrows. 
J.H.  Plumb 


Glory  is  largely  a  theatrical 
concept.  There  is  no  striving 
for  glory  without  a  vivid 
awareness  of  an  audience. 
Eric  Hoffer 


We  are  never  so  happy  or 
so  unhappy  as  we  think. 
La  Rochefoucauld 


How  shall  the  soul  of  a  man  be 
larger  than  the  life  he  has  lived? 
Edgar  Lee  Masters 


A  Text . . . 

Trust  in  the  Lord  with 
all  thine  heart;  and  lean 
not  unto  thine  own 
understanding.  In  all  thy 
ways  acknowledge  Him, 
and  He  shall  direct 
thy  paths. 
Proverbs  3:5-6 


Sent  in  by  Richard  P.  Rosenbaum  Jr., 
Franklin,  Tenn.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on  the 
business  of  Life  is  presented  to  senders  of 
texts  used. 


We  cannot  bear  to  regard 
ourselves  simply  as 
playthings  of  blind  chance; 
wc  cannot  admit  to  feeling 
ourselves  abandoned. 
Ugo  Betti 


Never  buy  at  the  bottom,  and 
always  sell  too  soon. 
Jesse  L.  Livermore 


A  great  fortune  is  a  great  slavery. 

Seneca 
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